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INDEPENDENT AUDITORS’ REPORT

To The Members of
DRUK PNB BANK LIMITED
THIMPU, BHUTAN

Report on the Audit of the Financial Statements
Opinion
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other ethical responsibilities in accordance with these requirements and the JESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis -
for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.
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“ circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as

"‘ evaluating the overall presentation of the financial statements. We believe that the audit

evidence we have obtained is sufficient and appropriate to provide a basis for our audit
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For, S. Patodia & Associates
Chartered Accountants
F.R.N: 316040E
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Place: Thimphu, Bhutan
Date: 19.03.2018

(Satish Patodia)
Membership No: 052583




DRUK PNB BANK LIMITED
Thimphu : Bhutan

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

As required by the minimum audit examination and reporting requirements under clause
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9. In our opinion, the transactions of purchase and sales of goods and services
made in pursuance of contracts or arrangements entered into with the directors
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20. The Bank has not dealt or traded in shares, securities and other investment
during the year.

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

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

23 The reauicements of RMA Prudential Regulationssetiifssatiiingatapicadsianing
for the non-performing assets including loans and advances have been complied
with.

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

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

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

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

Computerized Accounting Environment

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

1. Going Concern Perspective:
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3. Compliance with the Companies Act of Bhutan, 2016.
The Bank has complied with the various provisions of the Companies Act of
Bhutan, 2016 concerning conducting of meetings, filling requirements,

maintenance of records, issue of shares and all other matters specified in the said
Act.

=y, AGrierénce 1o Laws, 'Kules anlr keguiations -
The audit of the Bank is governed by the Companies Act of Bhutan, 2016, RMA
Prudential Regulations, 2016 and Financial Service Act of Bhutan 2011. The
scope of audit is limited to examination and review of the financial statements as
produced to us by the management.




DRUK PNB BANK LTD.
Statement of Financial Position
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DRUK PNE EANK LTD.

Statement of Comprehensive Income

Amount in Nu.

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

Interest and similar income 5 721 .343,273‘59 642,549,342.69
1 SED Al bl m;i“.?‘r"é‘sibn expense - = - - | |
Net fee and commission income: 113,242,250.06 ~ 109,239,217.02
[ Net trading income - -
Net gain (loss) on financial assets and liabilities - -
|designated at fair value through profit or loss - Yo
, Other operating income 8 _14452,910.54  20,198,474.77 |
l Total operating income 443,457,482.77 427,641,824.55
Provision for Loans (Standard/NPL) 9A 7,348,987.31 17,778,092.90 |
Impairment losses on financial investments - -

(Chairman) (Directod)
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DRUK PNB BANK LTD.

Statement of Cash Flow

. ‘ __31-Dec-17 ~ 31-Dec-16
Particulars Amounts(Nu.) ! ~ Amounts(Nu.

A. Operating Activities ‘

Profit before tax from continuing operations . 1279,569,002.66 263,685,605.64

Profit before tax from discontinued operations ,, - -
Profit before tax ~ 279,569,002.66 263,685,605.64

Adjustment for:- -

Change in operating assets (1,378,059,645.84) (580,750,603.68)

Change in operating liabilities 3,448,721,403.75 1,428,404,695.08

Change in other operating assets (45,230,092.14) (29,195,232.47)|

Change in other operating liabilities 70,449,391.51 27,718,121.06




Significant Accounting Policies for the Year ended 315t December 2017

1. Basis of Preparation :

These financial statements are general purpose financial statements that have
ry peén preparea In accoraance ana 1o comply with the Bhutan Accounting
Standard, the International Accounting Principles and the relevant provisions of
The Companies Act of Bhutan, 2016.
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Curre

Y o refer

gske™functional currency”. e tanctionat ‘currency ana presentation Currerivy .

of the Company is Bhutanese Nguitrum.
b) Transactions and Balances:-

Foreign currency transactions are translated into the functional currency using
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13. Net Profit or Loss

The result declared in the Profit and Loss account is after considering:-
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6. lnerest and lar expense

Interest paid on Deposits 385,756,393.89
interest paid on Subordinated Term debts 19,824,657 53

324,436,716.79
19,908,493.14




12. Tax expenses

Particulars

(A)
Current tax for the year

80,677,325.18 79,092,773.39
Miscellaneous tax paid 3,886,910.03 4,424 668.31
84,564,235.21 83,517,441.70

(B)
Additional Tax Paid 215,896.08 3,724,091.98
Deferred tax (1,549.00) 12,908.00
TOTAL (A+B) 84,778,582.29 87,254,441.68

As at 31-December- 2017

As at 31-Decem ber-2016

A sum of Nu. 3,886,910.03 relating to other taxes (like PIT of IBOs, BST on purchases etc) borne by the Bank during the current year

has been accounted for from after tax profits.
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18. Due to Customers

Demand Deposits: 4,900,787,385.54 |
Current Deposits 2 1,559, 371.08
Savings Bank Deposits 1355, 3,341,179,014.46

Term Deposits: 163,855. 3,276,915,220.55

150000 Bonds of Nu. 1000 each under Govt. ESP 150,000.000.00 | 178,800,000.00
150,000,060.00 178,800,000.00

20. Other Liabilities

Interest Payable 187,315,241.17 157,1561,927.99
Suspended Interest 32,719,398.48 30,769,677.15
Subordinate Debt Payable 144,000,000.00 115,200,000.00
Accounts Payable and sundry creditors 88,287,029.67 98,104,373.98




I
24. Other Notes
A. Particulars of the transactions with the Directors and their relatives as per provisions of the Companies Act of Bhutan 2016:

& Nature of Relationship |Nature of Transactions/Loan Facili Outstanding as on 31.12.2017 |Outs » on 31.12.2016
|

irector/ Associates

=
Spouse of Director [Termloan [~~~ -]

Director's Father 144,272,231.96 131,552,237.96
Director’s Mother Term Loan / Overdraft 27,374,562.00 48,553,120.11

31,558,801.88

839,098 45

Management expenses include:

a) Managerial remuneration paid or payable to the Chief Executive Officer:

2017 (Amt. in Nu. 2016 (Amt. in Nu.
Remuneration 745.381.42 4.556,190.05
Directors sitting fees 60,000.00

Audit Related:

2017 (Amt. in Nu 2016 (Amt. in Nu.
275 0




Annexure to Note 12{A}

== . Secsasatal [N IDvAE

N P PNE o ]

Srgsm o -

it



95'10¥'6220¥0G6 | -
9510622 0¥0'G

L

o~
(=)
~

|

~N
(=]
—~

=YIs
NSNS

o~
[=]
~

111

8V vE0°L86°1 L

o
=)
L

11

8Y¥E0'L86'LLL

o
=)
=

o
2
B




MPRR-Disclosures Requirements

Amount 000" Nu.
Reporting : Annual & Quarterly.
Effective : July, 2015

1 Item 1 : Tier | Capital and its sub-components Applicable : Dec. 2017 ‘000"
4 orresponding Period of Previous
§l Current Period e P Yearg(COPPY)
1|Total Tier | Capital
a|Paid - Up Capital 450,000.00 450,000.00
b|General Reserves 419,738.25 327,667.91
v it b=ttt sccount 28,150.80 28,150.80
d|Retained Eaming 237,811.42 193,420.25
Less
¢e|Losses for the Current Year < =
Total 1,135,700.47 999,238.96
Item 2 : Tier 2 Capital and its sub-components
Si Current Period COPPY
1 Tier Il Capital
a|Capital Reserve
Fixed Assets Revaluation
Reserve
Exchange Fluctuation Reserve
@ 11,049.02 8,369.85
Investment Fluctuation
Reserve
Research and Development
€|Fund
f|General Provision 64,793.29 49,644.05
g|Capital Grants - -
h|Subordinate Cebt 150,000.00 178,800.00
i|Profit for the Year
Total 225,842.31 236,813.90
Item 3 : Risk weighted assets (Current period and

S| Risk Weighted Assets Balance Sheet Amount Risk Weight % Risk Weighted Asset
Current Period COPPY Current Period COPPY
1|LAFD 117,255.05 89,775.37 0% 0.00
L & A other than LAFD &
2(NPL 6,124,289.74 4,786,472.04 100% 6,124,289.74 4,786,472.04
Non Permoing Loan less
sepcific prov. & Susp.
3|Interest 17,932.55 40,739.18 150% 26,898.83 61108.77
4|Claim on Commercial Banks 2,329,477.06 2,154,638.33 20% 465,895 41 430,927.67
Bonds/Securities 250,000.00 250,000.00 20% 50,000.00 50,000.00
Claims on Fis in India 403,920.40 50% 201,960.20
5|Fixed Assets 56,434.83 42,838.89 100% 56,434.83 42,838.89
6|Other Assets 155,591.46 574,346.35 100% 155,591.46 574,346.35
Off Balance Sheet Items
7|(Direct Credit Substitute) 574,263.49 428,333.88 100% 574,263.49 428333.88
Off Balance Sheet Items
(Transaction related
8|contingent item) 1,094,195.33 1,728,706.98 100% 1,094,195.33 864353.49
Total Credit Risk 8,749,529.29 7,238,381.09
9| Operational risk 519,391.94 452,305.15 519,391.94 452,305.15
Grand Total 11,642,751.85 10,548,156.17 9,268,921.23 7,640,686.24
Note : In case of same risk weights to different sectors, same RW % to be added and shown under one head.
Item 4 : Capital Adequacy Ratios
Sl Current Period COPPY
1 Tier 1 Capital 1,135,700.47 999,238.96
a Of which Counter-Cyclical Capital Buffer (CCYB) (if applicable)
b Of which Sectoral Capital Requirements (SCR) (if applicable)
i Sector 1
ii Sector 2
i Sector 3
2 Tier 2 Capital 225,842.31 236,813.90
& Total Qualifying capital 1,361,542.78 1,236,052.86
4 Core CAR 12.25% 13.08%
a Of which CCyB (if applicable) expresed as % of RWA
b Of which SCR (if applicable) expresed as % of Sectoral RWA
i Sector 1
i Sector 2
i Sector 3
5 CAR 14.69% 16.18%
6 Leverage ratio 9.75% 9.47%




MPRR-Disclosures Requirements __ Reporting : Annual & Quarterly.
ltem 5. Loans.and NPL by Sectoral Classifications | |Effective:juy 2015 | |
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MPRR-Disclosures Requirements

Reporting : Annual & Quarterly.

10 Item 10 : Non Performing Loans and Provisions Effective : July, 2015
31.12.2017 Applicable : Dec. 2017
Sl. Current Period COPPY
Gross Loans 6,418,289.05 5,040,229.40
1 Amount of NPLs (Gross) 176,744.26 163,982.00
a Substandard 6,366.39 2,347.19
b Doubtful 32,501.58 19,328.90
c Loss 137,876.29 142,305.91
176,744.26 163,982.00
2 Specific Provisions 123,242.82 123,242.82
a Substandard 1,438.45 425,01
b Doubtful 16,523.03 9,642.85
c Loss 108,130.83 113,174.96
126,092.31 123,242.82
3 Interest - in Suspense 32,719.40 30,769.68
a Substandard 114.28 222.13
b Doubtful 2,859.67 1,416.60
c Loss 29,745.45 29,130.95
32,719.40 30,769.68
4 Net NPLs 17,932.55 9,969.50
a Substandard 4,813.66 1,700.05
b Doubtful 13,118.88 8,269.45
c Loss = “
17,932.55 9,969.50
Net NPLs 17,932.55 9,969.50
Net Loans 6,259,477.34 4,886,216.91
5 Gross NPLs to Gross Loans 0.03 0.03
6 Net NPLs to net Loans 0.00 0.00
7 General Provisioning 64,793.29 49,644.05
a Standard 56,558.23 4470199
b Watch 8,235.06 4,942.06
18  Item 18 : Provisioning Coverage Ratio Annually
. . itional- . Countercyclical
Year |Gross NPL Additional NPL Addtipnal S;?ef:lﬁc ﬁ‘::::;::i‘:l- Reqyl_red PR (80% o1 Accretion to the buffer provisio(r?i(ng buffer
Provisions Additional NPL)
Suspense Alc. (Stock)
1 2 3.00 4.00 § 6= (60% of Col 3) 7= (6-5-4) 8
COPPY 163,982.00
C;’;’;"‘ 176,744.26 12,762.28 2,849.50 1949.72 7657.36 285814
19 Item 19 Concentration of Credit & Deposits Annually
S. No. |Particular End of Current Period COPPY
1 |Total loans to 10 largest borrowers 2267 147.64 1.412,856.71
Total loans 9,243,510.70 5,040.23
2 As % of total Loans 24,53 28,032.39
3 Z:;‘:s‘:;‘:‘s’s“s of the 10 largest 3,549,313 89 2,780,484.00
4 As % of total Deposits 1.00 1.00
!
Note:
Deposits to 10 LD 3,549,313.89 2,780,484.00
20  Item 20: Exposure to 5 Largest NPL accounts. Annually
SNo. |Particular Eha e Carm COPPY
Pariod.
1 |Five largest NPL accounts. 84,236.55 83.004.23
Total NPLs 176,744.26| 163,982.00
2 [As % of total NPLs 47.66] 50.62




