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Directors’ Report 2021

On behalf of the Board of Directors of T Bank Ltd., I have the privilege to present the bank’s 12"
Director’s Report for the Financial Year 2021.

More than two years into the pandemic period, the COVID-19 continued to adversely affect the
world’s economy and many business entities around the globe. Bhutan is no exception to it. The
pandemic continued to adversely affect the country’s economy and businesses. The country’s
economy contracted at the record level with a negative growth rate of 10.1% in the year 2021 from
the growth rate of 5.5% in 2020, as per latest report available from Royal Monetary Authority of
Bhutan (RMA) for June 2021. The unemployment rate rose from 2.7% in 2020 to 5.0% in 2021.
The overall growth rate of the credit to the private sector in the country remained at all-time low
0f 6.5% as compared to more than 15% during the pre-pandemic period. The country went through
several phases of national and regional lockdowns. Nevertheless, the bank is able to successfully
maintain its normal course of operations and achieve steady level of growth with minimal impact.
This is mainly due to appropriate and timely strategic guidance provided by the Board, its effective
implementation by the management and unwavering commitment provided by the employees of
the bank, especially during these long lockdown periods.

Monetary Measures

In line with His Majesty’s wisdom to provide an adequate and inclusive relief measures against
the backdrop of business disruptions and resulting losses of income caused by the COVID-19
pandemic, Royal Monetary Authority (RMA) rolled-out three phases of the monetary measures
covering the period from April 2020 until June 2022.

In the first phase of the monetary measure, covering the period from April 2020 to June 2020, the
loan repayment was deferred for a period of three months (April to June 2020) and also provided
100% interest waiver for all loans till 30 June 2020. The government absorbed 50% of the interest
waiver amounting to Nu.91.22 million and the balance 50% of the interest waiver amounting to
Nu.91.22 million had to be borne by the bank, benefiting 6,061 account holders.

Under the Monetary Measure Phase II (MM Phase II), covering the period from July 2020 to June
2021, repayment of all loans covered under interest payment kidu were further deferred until 30
June 2021. Under MM Phase 11, 100% interest waiver was given for all loans for the months of
July, August and September 2020 amounting to Nu.177.37 million, and thereafter 50% interest
waiver amounting to Nu.253.33 million was provided by RGoB from October 2020 to June 2021.

The Monetary Measures Phase III (MM Phase 1) became effective from July 2021 and extends
until June 2022. For the current reporting period under MM Phase III, 50% of interest waiver
amounting to Nu.155.80 million was provided by RGoB for the months of July 2021 to December
2021.
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In summary, the total Interest Payment Support (IPS) of Nu.794.29 million was provided as of 31
December 2021 under these monetary measures from April 2020 till December 2021. Out of total
IPS 0f Nu.794.29 million, a sum of Nu.677.72 million was borne by the RGoB from Druk Gyalpo’s
Relief Kidu (DGRK) and Nu.91.22 million had to be borne by the bank.

Such unprecedented noble intervention and measures from the RGoB and RMA, under the
enlightened leadership of His Majesty the King, have not only protected and supported the
customers of the bank during such difficult trying times but have averted a foreseeable financial
crisis in the wake of the COVID-19 pandemic experienced in other neighboring countries.

In view of the above, the Board, management and the employees of the bank remains deeply
grateful to His Majesty the King, the Royal Government and RMA for providing such supports
during such trying times.

1% Interest Rebate

The bank provided 1% interest rebate amounting to Nu.11.96 million as of December 2021, as an
incentive for regular repayment of loans during the deferment period to 1,212 account holders,
which is 20% of the total 6,061 loan account holders.

Loans & Advances

Considering the financial intermediation role of the bank and dispensation of credit a necessary
prerequisite for investment, economic sustainability and growth, especially during such adverse
economic conditions brought about by the pandemic, the bank continued to provide essential
financial services and ensured undisrupted flow of credit in the economy even during the national
lockdowns. As of December 2021, the bank sanctioned new loans (excluding loans under monetary
measures) of Nu.2 billion to 2,085 beneficiaries to support economic activities during the time of
the pandemic.

Non-Performing Loans (NPLs)

One of the core priorities of the bank is not only to increase the loan portfolio but also maintain
the quality of loans provided to the clientele. It is in the interest of both the clientele and bank to
adequately study the viability of underlying businesses, projects and assets under consideration
while sanctioning loans by the bank.

The NPL ratio of the bank improved from 6.39% in December 2020 to 4.45% in December 2021,
reducing absolute NPL from Nu.549.07 million in 2020 to Nu.399.09 million in 2021, against the
overall NPL ratio of 11.50% of the banking sector in June 2021 (14.5% June 2020).
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International Remittances

During the period of Covid-19 pandemic, when the country’s major sources of inflow of foreign
currencies were severely affected, the bank was able to mobilize a total sum of USD 84.09 million
from abroad i.e. a sum of AUD 96.44 million (approximately USD 72.07 million) via remittances
from Australia and further USD 12.02 million from Kuwait/USA/Japan/ Qatar/Dubai through
international remittance facilities in 2020. Similarly, in 2021, the bank was able to mobilize a total
of USD 59.58 million, i.e. AUD 67.23 million (USD 48.77 million) from Australia and USD 10.81
million from Kuwait/USA/Japan/Qatar/Dubai. Despite decrease in the international remittances
for the bank in 2021 as compared to 2020, the bank is still the major contributor in mobilizing the
inflow of foreign currencies for the country.

Five Years Corporate Strategy Plan 2022-2026

The bank is at the final stages in development of its Five Years Corporate Strategy Plan 2022-2026
(CSP 2022-2026). It is a collaboratively developed in-house document intended to define what the
future holds for the bank, which may serve the long-term interest of shareholders, customers,
partners and other stakeholders. As bank prepares for the post pandemic period, it is very timely
for the bank to have the strategy document.

Digitization of the Bank

The bank is in the process of strategically enhancing its digital capabilities via migration and up-
gradation to smart digital and IT infrastructures to keep its products and processes relevant with
the changing technological environment and support smart banking, and the latest being
migration/up-gradation of its Core Banking Systems (CBS).

Cyber Security

As part of strengthening information security from cyber threats, Bank completed ISO 27001 and
PCI DSS (Payment Card Industry Data Security Standard) certifications 2021.

Amidst unfavorable national as well as global economic scenario, and volatile financial market
impacted by the COVID-19 pandemic, I am delighted to present relatively a satisfactory financial
performance of T Bank Limited for the year 2021. The bank achieved satisfactory financial
performance, improved service standards to our customers, invested modestly in the human
resource development and embarked towards enhancement of digitization of banking services in
both domestic and international arenas.
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A BRIEF INFORMATION ON T BANK LIMITED

T Bank Limited was established as a commercial bank on 12 March 2010. It has ten branch offices
spread across the country as on 31 December 2021.

With our vision “The most preferred bank driven by passion for service excellence” at the core of
all our activities and as part of the digital transformation, the bank revamped and upgraded its
TPay Mobile application with wide range of services incorporated to provide simple, reliable,
convenient and efficient banking services to its valued customers. The Mobile App, which was
launched on October 17, 2020, continued to be upgraded to its latest features to keep its operations
robust and dynamic. The bank completed the enhancement of TPay application and TPayRemit
application, set up the disaster recovery (DR) infrastructures for CBS, ATM and TPay database,
completed the ISO 27001 / PCI DSS Certification and acquired RuPay. To improve the efficiency
and reliability of data reporting and management systems, the bank initiated implementation of the
SAP ERP systems and it is at the final stages of the completion.

The bank launched TRemit application in 2017 to facilitate remittance by all Bhutanese residing
in USA, Japan, Malaysia, Qatar, Kuwait, and Dubai (UAE) to send money to Bhutan through our
Partner Agent (Prabhu Money Transfer) offices. The total remittances via TRemit was USD 12.02
million with 13,940 transactions in 2020 and USD 10.81 million with 11,580 transactions in 2021.
Since its launch in 2017, a sum of USD 39.75 million was remitted to the country with 47,608
transactions as of 31 December 2021.

The bank launched the TPayRemit application to facilitate remittance from the Non-Resident
Bhutanese residing in Australia in August 2019 to remit money to Bhutan. Today, it is the most
successful mode of transfer of money from Australia to Bhutan in the country with 20,979 numbers
of transactions in 2020 amounting to AUD 96.44 million and total of AUD 67.23 million
transferred with 16,566 numbers of transactions in 2021. Although the remittance via TPayRemit
has decreased by 30.48% from 2020 to 2021, it is still the highest contributor in the country in
terms of channeling remittances. Since the launching of TPayRemit in August 2019, a sum of
AUD 174.98 million has been remitted via TPayRemit as of 31 December 2021.The bank, as a
main conduit in international remittances to Bhutan, facilitated more than 80% of the country’s
inward remittance to the tune of USD 84.09 million (approximately Nu.6,178.20 million) in 2020
and USD 59.58 million (approximately Nu.5,260.25 million) in 2021.

With the operationalization of the Global Interchange for Financial Transaction (GIFT) by the
RMA, the bank has fully functional GIFT system. The bank also has been fully supportive of the
electronic Public Expenditure Management System (e-PEMS) of the Royal Government, since its
implementation in the July 2020.

As part of digital transformation, Bank continues to revamp and upgrade its TPay Mobile
application with wide range of services incorporated to provide simple, reliable, convenient and
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efficient banking services to its valued customers. The Mobile App was re-launched on October
17,2021. Along with it, T Bank launched and integrated its QR code with National QR code along
with the launching of the upgraded TPay Mobile application. Royal Monetary Authority (RMA)—
in collaboration with the financial institutions—has enabled payments using Bhutan Quick
Response Code.

As mentioned earlier, the bank is in the process of implementing SAP ERP system for effective
management of human resources and fixed assets of the Bank. The bank is currently reviewing the
present Core Banking Solution (CBS/FlexCube system) for possible up-gradation or change in the
new CBS system.

FINANCIAL PERFORMANCE

The financial statements of the bank for 2021 have been prepared in compliance with the relevant
Bhutanese Accounting Standards (BAS) applicable to the bank.

Despite the financial sector being adversely impacted by the current pandemic, the bank recorded
a very good financial performance for the year 2021. The profit before tax (PBT) increased by
152.72% from Nu.55.22 million in 2020 to Nu.139.56 million in 2021.

The total operating income increased by 10.31% from Nu.356.84 million in 2020 to Nu.393.61
million in 2021. On the other hand, the total operating expenses decreased by 15.77% from
Nu.301.61 million in 2020 to Nu.254.05 million in 2021. This decrease in operating expenses is
mainly due to decrease in provision expenses on impairment of loans by 94.42% from Nu.61.03
million in 2020 to Nu.3.40 million in 2021.

The total assets of the bank increased by 12.33% from Nu.12,085.85 million in 2020 to
Nu.13,575.59 million in 2021. This increase in assets is primarily due to growth in loans and
advances by 5.81% from Nu.8,028.50 million in 2020 to Nu.8,494.78 million in 2021, and
investment of Nu.37.71 million and Nu.361.62 million in the shares of BNBL and RICBL
respectively.

The total liabilities of the bank increased by 11.70% from Nu.11,181.94 million in 2020 to
Nu.12,490.26 million in 2021. It is primarily due to growth in customers’ deposit by 24.92% from
Nu. 8,007.72 million in 2020 to Nu.10,003.55 million in 2021.

The bank has the total paid-up capital of Nu.600,252,230.00 (60,025,223 shares of Nu.10.00 per
share fully paid-up). The total reserves increased by 66.85% from Nu.271.16 million in 2020 to
Nu.452.42 million in 2021, mainly due to transfer of PAT and transfer of provision and interest-
in-suspense (IIS) of non-performing loans (NPLs) - transferred to Asset Pending Foreclosure
(APF) - to the Asset Pending Foreclosure Reserve (APFR) during the year based on monetary
measure (MM) implemented by RMA. The total shareholder’s fund increased by 20.06% from
Nu.903.91 million in 2020 to Nu.1,085.23 million in 2021.
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Ownership:

The share holding pattern of the bank as of 31 December 2021:

1 Ashi S. Dorji 20%
2 Dasho Wangchuk Dorji 20%
3 Dasho Topgyal Dorji 20%
4 General Public 40%

Profit and Income Taxes:

Despite being affected by the COVID-19 pandemic in 2020 and 2021, the bank recorded a very
high financial performance in last five years with an average annual growth rate of profit before
tax (PBT) of 43.53% p.a during the period between the years 2017 to 2021.

Profitabilty & Income Taxes

250 237
200 189
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€ 150 139 140
E 113
£ 104
F
3 100
63
55
50 39 36
17
2017 2018 2019 2020 2021

Years

 Profit BeforeTax ™ Income Tax Profit after tax

Accordingly, the bank’s contribution of corporate income tax (CIT) to the country increased
steadily over the years until the impact of COVID-19 pandemic in last two years.

Profitability 2017 2018 2019 2020 2021 Average
Profit Before Tax 128 189 237 55 140
Income Tax 15 50 63 17 36
Profit after tax 113 139 174 39 104
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Assets:

As highlighted earlier, the total assets of the bank increased by 12.33% from Nu.12,085.85 million
in 2020 to Nu.13,575.49 million in 2021, which is primarily due to increase in loans & advances
to the customers and investment in the shares of BNBL and RICB.

The graph below depicts the changes in total value of assets over the years.
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Loans & Advances:

During the year, the total value of loans and advances has increased by 5.81% from Nu.8,028.50
million in 2020 to Nu.8,494.78 million in 2021.

The graph below presents the movement in total loans & advances over the years.
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Liabilities:

The total liabilities of the bank increased by 11.70% from Nu.11,181.94 million in 2020 to
Nu.12,490.26 million in 2021. The increase in liabilities is primarily due to growth in customers’
deposit by 24.92% from Nu.8,007.72 million in 2020 to Nu.10,003.55 million in 2021.

The graph below presents the changes in customers’ deposit liabilities and total liabilities over
the years.
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Customers' Deposits and Liabilities
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The bank has total paid-up capital of Nu.600,252,230.00 (60,025,223 shares of Nu.10.00 per share
fully paid-up). The total reserves increased by 63.90% from Nu.271.16 million in 2020 to
Nu.444.42 million in 2021. The Foreign Exchange Fluctuation Reserves increased by 0.17% from
Nu.32.50 million in 2020 to Nu.32.56 million as in 2021. To support the future growth of the bank
with skilled and capable manpower, the bank created the human capital development fund (HCDF)
of Nu.8.00 million from the PAT of 2021.

Overall, the total shareholder’s fund increased by 20.06% from Nu.903.91 million in 2020 to
Nu.1,085.23 million in 2021.

The graph below presents the changes in shareholder’s fund over the years.
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Shareholder's Fund
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Interest Income and Expenses:

The interest and similar income increased by 9.83% from Nu.772.09 million in 2020 to Nu.847.95
million in 2021. On the other hand, the interest and similar expenses decreased by 6.25% from
Nu.610.72 million in 2020 to Nu.572.57 million in 2021. This decrease in interest expense is due
to the 50% interest waiver, provided for three months (April, May and June 2020) amounting to
Nu.91.22 million, which the bank had to bear in 2020 and further Nu.16.46 million provisioned to
provide 1% interest rebate as financial incentive for regular repayment of loans during the
deferment period in 2020.

The graph below presents the changes in interest and similar income, interest and similar
expense and net interest and similar income over the years.
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Interest Income and Expenses
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Fee and Commission Income & Expense:

The fees and commission income decreased by 35.45% from Nu.70.18 million in 2020 to Nu.45.31
million in 2021. The other operating income also decreased by 41.79% from Nu.125.29 million in
2020 to Nu.72.92 million in 2021. It is mainly due to significant decrease in forex gain as compared
to the earlier year.

The graph below presents the changes in fees and commission income, other operating income
and total operating income over the years.
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Personnel Expense/Operating Expense to Total Expense:

The total operating expense decreased by 15.77% from Nu.301.61 million in 2020 to Nu.254.05
million in 2021, which is mainly due to decrease of impairment charges for loans and other losses.
The personal expenses decreased by 0.83% from Nu.134.60 million in 2020 to Nu.133.48 million
in 2021. Otherwise, the depreciation charges on property, plant and equipment (PPE), amortization
of intangible assets and other operating expenses all increased by 21.07%, 10.82%, and 8.27%
respectively.

The graph below presents changes in operating expenses and its key components over the years.
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Classification of loans by sectors

The loan to the housing sector continues to dominate the loan portfolio of the bank with
Nu.3,163.40 million (37.24% of gross loans and advances) followed by service & tourism loan
with Nu 1,813.01 million (21.34 %) and closely followed by consumer loans of Nu.1,438.84
million (16.9%).

The graph below presents the changes in loan portfolio over the years.
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Deposits by Products:

The fixed deposits increased by 9.31% from Nu.6,635.85 million in 2020 to Nu.7,253.78 million
in 2021. The recurring deposits increased by 31.78% from Nu.97.51 million in 2020 to Nu.128.50
million in 2021. The savings deposits increased by 11.17% from Nu.2,751.94 million in 2020 to
Nu.3,059.29 million in 2021 and the current deposits also increased substantially by 40.16% from

Nu.928.54 million in 2020 to Nu.1,301.48 million in 2021.

The graph below presents the changes in deposits liability portfolio over the years.
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Market Price Information:

The stock market indices can also act as a barometer to gauge the performance of the bank as the
bank’s shares has been listed with the Stock Exchange (RSEBL). The bank’s shares have been
actively traded in the secondary market and bank’s share is considered as top five actively traded
shares with the RSEBL in past years. During the year 2021, total volume of 220,937 shares worth
Nu.9.60 million has been traded with the market price increasing from Nu.13.76 per share in 2015
to Nu.43.00 per share in December 2021 against its face value of Nu.10.00 per share, thereby
increasing the value of the share for the shareholders. The book value of the bank’s share has also
increased from Nu.13.00 per share in 2015 to Nu.18.08 per share in 2021.
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Recruitment and Separation:

In 2021 the bank has recruited 3 employees to support the expansion for branch offices, increase
in volume of banking business and as replacement of those who have resigned. A total of 8
employees resigned during the year resulting in an average attrition rate of 4.16% against the
attrition rate of 3.66% for the year 2020. The bank has 190 employees as on 31 December 2021.

The graph below presents the recruitment, separation and total staff trend of the bank.
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The bank currently has 92 female and 98 male employees working with the bank as of December
2021. It is a testament to the company’s strong commitment in supporting and promoting gender
equality in the society, and making work environment conducive to all the employees, as a socially
conscious and responsible institution.

Training and Development:

To enhance skills and knowledge of the employees to keep abreast of various developments in the
banking industry, it is essential for the bank to invest in human capacity development of the bank
via various training programs. Despite COVID-19 restriction, the bank is able to impart in-country
trainings on the various programs such as STATA(General-Purpose statistical Software package) ,
Continuing Professional Development Program (CPDP) under FiTi, SWIFT Assessment
Guidelines Workshop (Lite 2), SWIFT Community Training on ISO 20022 CBPR+pa, Graphic
Designing, GPS Coordinate System, Customers Care, Anti Money Laundering/Combating the
Financing of Terrorism (AML/CFT), Credit Appraisal and Risk Management and Credit
Management, etc. To enhance soft skills, the employees were also provided with the workshop on
Adaptive Leadership and Change Management.
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More than eighty employees of the head office, Thimphu and nearby branch offices were also
provided with awareness program on the sexual harassment.

The graph below presents the trainings provided to employees of the bank over the years.
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Further, many senior officials of the bank did attend several webinar on Managing Financial Risk
amidst COVID-19, webinar on artificial intelligence and other IT related courses, etc. to keep
abreast of recent development in the banking and financial markets environment.

CORPORATE GOVERNANCE:

Corporate governance is about enabling organizations to achieve their goals, control risks and
assuring compliance. Good corporate governance incorporates a set of rules that define the
relationship between stakeholders, management and the board of directors of a company and
influence how the company is operating. The Board and the management considers corporate
governance as an important component in complying with the regulatory requirements and
balancing the interests of a company's many Stakeholders, such as Shareholders, Customers,
Board, Management & Employees, Financiers, Government, Banking partners and Suppliers. As
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such, the bank is committed to achieving a high standard of corporate governance and has been
implementing best practices in all areas of its banking operations.

To strengthen the good governance and provide appropriate policy directives to the company, 9
Board meetings were convened during the year. In all these meetings, quorum was maintained as
per the Companies Act of the Kingdom of Bhutan 2016 and RMA’s Corporate Governance Rules
& Regulations 2018. In 2021, the shareholders endorsed the appointment of one new director.

During the year following Board Directors have attended the following Board Meetings:

Board
SL.No. [ Name Designation Meeting Remarks
Attended
1 Mr. Tshenchok Thinlay Chairman 7
2 Mr. Gayatri Prasad Sharma | Independent Director 7
3 Mr. Nawang Gyetse Independent Director 7
4 Mr. Tashi Tshering Director 7
5 Mr. Pema Tshering Director/CEO/Member 7
Secretary

The 12" AGM was held on 09 April 2021, thereby complying with the Companies Act 2016.
Besides these, (4) Board Audit Committee meetings, (3) Board Governance Meeting and (3) Board
Risk Committee Meeting were convened during the year to discuss on the various aspects
pertaining to governance, operations and risks aspects of the bank.

In accordance with the Companies Act of the Kingdom of Bhutan 2016, all the documents have
been duly maintained and the Bank has followed best practices of good corporate governance
during the year 2021.

BOARD OF DIRECTORS:

The directors have been providing effective leadership and guidance to the management for the
growth of the Bank. The following are the present Board of Directors:

e Mr. Tshenchok Thinlay - Chairperson

e Mr. Gayatri Prasad Sharma - Independent Director

e Mr. Nawang Gyetse - Independent Director

e Mr. Tashi Tshering - Director

e Mr. PemaTshering - Director/Chief Executive Officer (Member Secretary)
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Audit Committee:

The bank established the Board Audit Committee during its 9th Board Meeting held on 01
December 2011, which is in compliance with Section 1, Schedule I of Prudential Regulation 2017.

COMPLIANCE

The bank has complied with the RMA Prudential Regulations 2017, RMA Corporate Governance
Rules & Regulations 2018 and the Companies Act of the Kingdom of Bhutan 2016. All prudential
requirements stipulated by the RMA has been complied in 2021. Despite RMA’s relaxation of
Capital Adequacy Ratio (CAR) to 10%, the bank continued to maintain its CAR of minimum of
12.50% (including Capital Conservation Buffer of 2.50%) and Statutory Liquidity Ratio (SLR) of
20% throughout the year. As part of the risk management system, the Bank will continue to
improve its compliance requirements in line with the laws, by-laws and other related rules and
regulations.

Key Ratios (as per local GAAP):

Particulars 31.12.2021 31.12.2020
1. Credit to Deposit 78.95% 84.96%
2. Capital Adequacy Ratio 15.04% 15.13%
3. Statutory Liquidity Ratio 22.14% 24.03%
4. Single Largest Borrower 20.59% 11.38%
5. Ten Largest Borrower 15.00% 13.14%

During the reporting year, there is no violation on any of the key ratios of the Bank as per RMA
Regulation.

CORPORATE SOCIAL RESPONSIBILITIES (CSR)

The bank has a keen sense of Corporate Social Responsibility, the commitment to sustainability
and welfare development of the community. In 2021, as part of the bank’s CSR activities the bank
sponsored the endure event (biking event) called “Madman” held at Limbukha, Punakha. The
bank also donated a sum of Nu.100,000.00 (Ngultrum one hundred thousand) only to Agency for
Promotion of Indigenous Craft (APIC), MoEA, Thimphu to support performance of national kurim
prayer to Drukthob Thangthong Gyalpo across the country, circulate the prayer booklets blessed
by His Holiness and purchase copper/brass Thangthong statues. The bank sponsored a sum of
Nu.30,000.00 (Ngultrum thirty thousand) only to Druk GPS to support it in providing training on
GPS Coordinate systems to De-suups, a sum of Nu.15,000.00 (Nugultrum fifteen thousand) only
in support of printing of Driglam Namzha book “The Bhutanese Art of Harmonious Living”, a
sum of Nu.50,000.00 (Nugultrum fifty thousand) only to ABILITY BHUTAN SOCIETY to
support their project to deliver services to children with special needs, a sum of Nu.15,000.00 to
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support a week-long cyber security awareness program conducted by Department of Information
& Technology, MolC, a sum of Nu.56,250.00 (Ngultrum fifty six thousand two hundred fifty) only
to support blood donation camp organized by Folk Heritage Museum and a sum of Nu.50,000.00
(Ngultrum fifty thousand) only to Lingzhi Primary School for printing their school magazine to
celebrate the Silver Jubilee.

The employees of the bank also voluntarily contributed a sum of Nu.89,766.00 (Ngultrum eighty
nine thousand seven hundred sixty six) only, as a token of sympathy and solidarity to the students
affected by the fire accident at Mongar Higher Secondary School in May 2021.

The bank remains fully committed to its CSR mandates.
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A GHOSH & COMPANY
CHARTERED ACCOUNTANTS

Shelcon Plaza, 3" Floor, “C” Block,
Unit No. 13, Sevoke Road, P.O. Siliguri,
Dist. Darjeeling, West Bengal, Pin-734001

INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
T BANK Limited

Opinion

We have audited the financial statements of T Bank Limited (the Company), which comprise the
Statement of Financial Position as at December 31, 2021, and the Statement of Comprehensive
Income, Statement of Changes in Equity and Statement of Cash Flows for the year then ended,
and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Bank as at December 31, 2021, and its financial performance, changes in
equity and its cash flows for the year then ended in accordance with Bhutanese Accounting
Standards (BAS).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Bank in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant
to our audit of the financial statements in Bhutan, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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. We have determined the matters
described below to be the key audit matters to be communicated in our report.
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Emphasis of Matter

We draw attention that due to the COVID-19 pandemic that caused nationwide lockdown and
other travel restrictions imposed by the Royal Government of Bhutan during the period of our
audit, audit could not be conducted by physically visiting the premises of the Branches & Head
Office of the Bank.

Due to the above fact, our audit procedures were required to be modified to carry out the audit
remotely.  Accordingly, we carry out the audit based on the scanned
records/reports/documents/certificates which were made available to us by the Bank through e-
mails and other digital medium. To this extent, the audit process was carried out on the basis of
such documents, reports and records made available to us which were relied upon as audit evidence
for conducting the Audit and Reporting for the current period.

Our modified audit procedures as follows:

e Conducted verification of necessary records/reports/documents/certificates which were made
available to us by the Bank through e-mails and other digital medium.

e In particular carried out verification of scanned copies of documents, deeds, Fixed Deposit
certificates, Bank Confirmations, Bond Certificates and the related records of loans and
Advances made available to us through e-mails of the Bank.

e Making enquiries and gathering necessary audit evidence through discussions over phone calls,
e-mails etc.

e Resolution of our audit observations telephonically/through email instead of a face-to-face
interaction with the designated officials.

Our report is not modified to the extent of the above matters.

Responsibilities of management and those charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statement in
accordance with the Bhutanese Accounting Standards (BAS), and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In Preparing the financial statements, management is responsible for assessing the Bank’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
Bank or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting
process.
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Auditor’s Responsibilities for the audit of Financial Statements

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

As part of an audit in accordance with ISAs, we exercise professional judgment and maintained
professional skepticism throughout the audit. We also described our responsibilities in Appendix-
I attached to this report as per the requirements of Paragraph 40(b) of the ISA 700.

Report on Other Legal and Regulatory Requirements

As required by section 266 of the Companies Act of Bhutan, 2016, we enclose in the Appendix-
II, a statement on Minimum Audit Examination and Reporting Requirements matters specified
therein to the extent applicable to the Bank.

As required by section 265 of the Companies Act, we report that:

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

b) In our opinion proper books of accounts as required by law have been kept by the Bank in so
far as it appears from our examination of the books.

c¢) The Statement of Financial Position, Statement of Comprehensive Income, Statement of
Changes in Equity and the Statement of Cash Flow dealt with by this report have been prepared
in accordance with the generally accepted accounting principles and are in agreement with the
books of account.

d) The Bank has complied with other legal and regulatory requirements.

For A GHOSH & CO.
Chartered Accountants
Firm Registration No: 324196E

Abhijit Ghosh,

Partner

Membership No. 057483
UDIN: 22057483AIDMLA9911
Place: Siliguri

Date: 28" April, 2022
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APPENDIX-I

Appendix to the Independent Auditor’s Report paragraph of the Auditor’s Responsibilities
for the audit of the Financial Statements of T Bank Limited for the year ended December
31, 2021 and as per the requirement of the paragraph 40(b) of ISA 700.

As part of an audit in accordance with ISAs, we exercise professional Judgment and maintain

professional skepticism throughout the audit. We also:

a.

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

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Bank’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

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

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

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies

in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with

relevant ethical requirements regarding independence, and to communicate with them all
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relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

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

Appendix-I11
Minimum Audit Examination and Reporting Requirements.

Appendix referred to in our audit report of even date on Minimum Audit Examination and
Reporting requirements

As Required by section 266 of the Companies Act of Bhutan, 2016 and its enabling provisions
relating to Clause II of Schedule XIV of the erstwhile Companies Act of Kingdom of Bhutan,
2000 thereto (the Minimum Audit Examination and Reporting Requirements) and on the basis
of such checks as we considered appropriate and according to the information and explanations
given to us, we report as follows:

1. The Bank maintaining Fixed Assets Register showing full particulars including quantitative
details and situations of fixed assets. As per information provided to us, physical verification
of fixed assets was conducted by the Management at the year end and no material discrepancies
were noticed.

2. As informed to us, none of the fixed assets have been revalued during the year.

3. Physical verification of stationary items was conducted by the management at reasonable
intervals and no material discrepancies were noticed on such verifications.

4. As informed to us, the procedures of Physical Verification of stationary items followed by the
management are reasonable and adequate in relation to the size of the Bank and the nature if
its business.

5. The bank has not availed any loans, secured or unsecured, from companies, firms or other
parties and / or from the companies under the same management.
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6. The bank has not granted any loans secured or unsecured, to companies, firms and other parties
and / or to the companies under the same management except loan given in the normal course
of banking business.

7. The parties to whom loans or advances have been given by the bank are generally repaying the
principal amounts and interests as stipulated except in the cases of Non-Performing Loans

(NPLs).

8. As per information provided to us, the bank grants loans / advances to the officers / staff which
are granted in course of normal banking business.

9. In our opinion and according to the information and explanation given to us during the course
of the audit, the bank has established adequate system of internal controls to ensure
completeness, accuracy and reliability of accounting records, to safeguard the assets of the
bank as well as to ensure adherence to the rules / regulations and systems and procedures.

10. As explained to us, there is a system of competitive bidding, commensurate with the size of
the bank and the nature of its business, for the purchases of services, stores, equipment and
other assets.

11. As explained to us, the bank has entered into transactions for purchase of goods and sale of
services with parties in which one or more Directors of the Bank are interested. As explained
that such purchase and sales transactions were made at prices which were reasonable having
regard to the prevailing market prices for such goods and services or at prices at which the
transactions for similar goods and services have been made with other parties. Details of such
transactions and amounts thereof are adequately disclosed in Note No. 35 of Notes to Financial
Statements.

12.In respect of transactions referred to in clause 11 above, our examination has revealed that such
transactions are prima facie not prejudicial to the interest of the other shareholders and the
Bank.

13.As per explanations given to us, there was no significant case of any item in inventory having
become damaged or unserviceable during the year.

14.As per information and explanation provided to us and according to our examination of records,
the bank is regular in depositing rates and taxes, duties, provident funds and other statutory
dues with the appropriate authorities. Provision for corporate tax for the year is adequate and
necessary adjustments have been made to compute the amount of tax required under the Rules
of the Income Tax of the Kingdom of Bhutan 2001.
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15.As per the information provided to us, the details of undisputed amounts payable in respect of

rates, taxes, duties, royalties, provident funds and other statutory deductions as on the last day
of the Financial year concerned are as under.

Outstanding Amount paid Amount

Nature of Dues amount as on subsequently Unpaid
31% December 2021 (Nu) (Nu) (Nu)
TDS on Salary Nil Nil
2% TDS Payable Nil Nil
3% TDS Payable Nil Nil
Salary Tax Nil Nil
Health Tax Contribution Nil Nil
Provident Fund Nil Nil
Group Insurance Scheme Nil Nil

16. According to the information and explanations given to us and on the basis of our test checking

17.

18.

19.

20.

21.

of the accounts and other records, we are of the opinion that no personal expenses has been
charged to the accounts during the year other than those payable under contractual
obligations/service rule and/or in accordance with generally accepted business practices.

In our opinion, and on the basis of information and explanations given to us, the management
of liquid resources, particularly cash / bank etc. is reasonably adequate and excessive amounts
are not lying idle in non-interest bearing accounts.

According to the information and explanations given to us, and on the basis of available records
and information, we are of the opinion that the financial activities carried out by the bank
during the year are prima facie lawful and intra-vires to the Articles of Incorporation of the
Bank.

We were given to understand that capital investment decisions are made with prior approval
of the Board and investments in projects are made only after ascertaining the technical and
economic feasibility of such new projects.

In our opinion and according to the information and explanations given to us, the Bank has
established an effective budgetary control system.

According to the information and explanations given to us, the details of remuneration,
commission and other payments made in cash or in kind to the Board of Directors including
the Chief Executive Officer or any of their relatives (including spouse(s) and child/children)
by the Bank directly or indirectly are disclosed in Note No. 35.2.1 of Notes to the Financial
Statements.
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22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

In our opinion and according to the information and explanations given to us, the directives of
the Boards have been complied with.

As per information provided to us, the officials of the Company are refrained from transmitting
any price sensitive information which is not made publicly available, unauthorized to their
relatives / friends/ associates or close persons, who will directly or indirectly benefit
themselves.

The bank has generally 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
therein.

In our opinion proper records of the transactions and contracts have been maintained in a timely
manner where the Bank have dealt with Shares and securities, details of which are adequately
disclosed in Note No, 17, 18 and Note No. 19.

As per information provided to us, reasonable records are maintained by the Bank for funds
collected from depositors and for interest payments.

As per our examination of records and information and explanation provided to us there is no
major diminution in value of investments (share).

The Bank has generally complied with the requirements of Financial Services Act 2011 and
other applicable rules and regulations issued by the appropriate Authorities.

The Bank has complied with the requirements relating to provisioning for the non-performing
assets including loans and advances as per Prudential Regulations 2017 of Royal Monetary
Authority of Bhutan (RMA).

As per information provided to us, recognition of interest income in respect of non-performing
assets have been deferred.

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

The Bank has a system of monitoring of projects for which loans have been provided to ensure
that loan amounts are used for the specified purposes and project activities are progressing
satisfactorily.

As explained to us the Bank has not disposed the assets taken over for repayment of defaults
through auction due the Covid-19 pandemic.
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34. As per information provided to us, there is no re-phasing / rescheduling of loans during the
current reporting period.

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

36. COMPUTERISED ACCOUNTING ENVIRONMENT:

i. The Bank has a computerized accounting system and the internal control system seems to be
adequate taking into account the size and nature of computer installations.

ii. Adequate safeguard measures and back up facilities exist.

iii. As per information and explanation provided to us, the back-up files of the Bank are kept in
different locations as per ISO standards.

iv. Generally the Bank has controls to ensure correctness and validity of input data and output
information. As informed to us, presently the Bank has selected a vendor for the implementation
of ISO 27001 and PCI DSS certification etc. for further improvement in this area.

v. As informed to us, the Bank has preventive measures in place to prevent unauthorized access
over the computer installation and files. For further improvement the implementation of ISO
27001 and PCI DSS certification work is under progress.

37. GENERAL
i. Going Concern:

The financial position of the current reporting period indicates that the Bank is healthy and on an
overall examination of financial and operational data, we have no reason to belief that the Bank is
not a going concern as on date of the Statement of Financial Position.

ii. Ratio Analysis:

Ratio Analysis on financial health and profitability of the Bank is given in Exhibit-1.
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EXHIBIT-1

Ratio Analysis:

Ratio Analysis on financial health and profitability of the Bank is given below:
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iii. Compliance with the Companies Act of Bhutan, 2016:

The bank has complied with the provisions of the Companies Act of Bhutan, 2016, concerning
conducting of meetings, filing requirements and maintenance of records and issue of shares.

iv. Adherence to Laws, Rules and Regulations:

The audit of the bank has been governed by the Companies Act of Bhutan, 2016, RMA prudential
Regulation 2017 (effective from Ist January, 2018), Financial Services Act, 2011 and Corporate
Governance Rules and Regulations, 2018 (effective from 1st July, 2018). The scope of audit is
limited to examination and review of the Financial Statements as produced to us by the
management.

The bank has generally complied with the applicable laws, rules and regulations, systems,
procedures and practices. All corporate governance policies have not yet been fully documented
as per the provisions of the Corporate Governance Rules and Regulations, 2018 in pursuant to
Section 202 of the Financial Services Act of Bhutan 2011.

For A GHOSH & CO.
Chartered Accountants
Firm Registration No: 324196E

Abhijit Ghosh

Partner

Membership No. 057483
UDIN: 22057483AIDMLA9911
Place: Siliguri

Date: 28" April, 2022
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Note 31-Dec-21 31-Dec-20
Nu Nu
Interest & Similar Income 4 847,952,642 772,094,280
Interest & Similar Expense(*) 5 (572,569,013) (610,724,988)
Net interest income 275,383,628 161,369,292
Fee and commission income 6 45,305,823 70,182,988
Fee and commission expenses -
Net fee and commission income 45,305,823 70,182,988
Other Operating Income 7 72,923,121 125,285,657
Total operating income 393,612,572 356,837,937
Personnel Expenses 8  (133,482,971) (134,604,379)
Depreciation on Property Plant & Equipment 23 (20,515,176) (16,944,200)
Amortization of Intangible Assets 24 (10,745,730) (9,696,488)
Other Operating Expenses 9 (85,902,238) (79,342,935)
Impairment (charges)/reversal for loans and other losses 10 (3,403,016) (61,025,908)
Total Operating Expenses (254,049,131) (301,613,910)
Profit Before Tax from Continuing Operations 139,563,441 55,224,027
Income Tax Expense:
Current tax 11 (36,967,095) (16,567,208)
Deferred tax Income/(Expenses) 30 1,356,925 -
Profit For the Year 103,953,271 38,656,819
Assessed tax payable pertaining to earlier years 11 - (21,791,841)
Profit Available for Appropriation 103,953,271 16,864,977

* 50% of interest waiver amounting to Nu. 91, 218,000.54 for three months (April, May and June 2020) was borne

by the bank.

For A GHOSH & CO.
CHARTERED ACCOUNTANTS
FRN: 324196E

Sr. Partner: Abhijit Ghosh
Membership Number: 057483
UDIN: 22057483AIDMLA9911
Place: Siliguri

Date: 28™ April 2022
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Statement of Other Comprehensive Income
For the Year Ended 31 December 2021

Note 31-Dec-21 31-Dec-20

Nu Nu
Profit for the year 103,953,271 16,864,977
Remeasurment Gain/(Loss) on Defined Benefit
Plan 61,496 1,319,885
Total other comprehensive income before tax 61,496 1,319,885
Tax on income /(exppns§:) relating to components 15374 395,966
of other comprehensive income
Other comprehensive income for the year, net of tax 46,122 923,920
Total comprehensive income for the year, net of tax 103,999,393 17,788,897
Basic Earnings Per Share 12 1.73 0.28

For A GHOSH & CO.
CHARTERED ACCOUNTANTS xgcutive Officer
FRN: 324196E
Chairperson
Sr. Partner: Abhijit Ghosh irector

Membership Number: 057483
UDIN: 22057483AIDMLA9911
Place: Siliguri

Date: 28™ April 2022
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31-Dec-21 31-Dec-20

Note Nu Nu
Assets
Cash & Cash Equivalents 13 2,200,058,314 1,014,176,237
Cash & Balances with Central Bank 14 777,311,025 1,449,189,826
Placement with other Banks 15 911,900,771 1,002,529,767
Loans & Advances to Customers 16 8,494,780,328 8,028,499,326
Equity Instruments (at amortized cost) 17 7,750,000 7,750,000
Equity Instruments (FVPL) 18 391,575,320 -
Debt Instruments 19 352,954,504 354,829,528
Defined Benefit Assets 20 5,689,653 -
Other Financial Assets 21 4,067,424 1,222,268
Other Assets 22 301,918,924 84,606,442
Property, Plant & Equipment 23 89,062,906 97,385,699
Intangible Assets 24 35,644,141 45,661,282
Deferred tax assets 30 2,779,338 -
Total Assets 13,575,492,649 12,085,850,376
Liabilities
Due to Customers 25 10,003,552,996 8,007,716,309
Due to Banks 26 1,739,500,993 2,406,129,649
Debt issued and Other Borrowed Funds 27 440,000,000 470,000,000
Current Tax Liabilities (Net of advance paid) 28 34,777,395 38,359,049
Deferred Tax Liabilities 30 1,422,413 -
Defined Benefit Liability 20 - 601,929
Other Liabilities 31 271,010,007 259,129,694
Total Liabilities 12,490,263,804 11,181,936,631
Equity
Share Capital 32 600,252,230 600,252,230
Reserves
Retained Earnings 444,421,224 271,160,239
Foreign Exchange Fluctuation Reserve 33 32,555,391 32,501,277
Human Capital Development Reserve Fund 8,000,000 -
Total equity 1,085,228,845 903,913,745
Total liabilities and equity 13,575,492,649 12,085,850,376
For A GHOSH & CO.

CHARTERED ACCOUNTANTS
FRN: 324196E

W @L Chief Execytive Offiter
Chairpexson

Sr. Partner: Abhijit Ghosh

Membership Number: 057483

UDIN: 22057483 AIDMLA9911 irector
Place: Siliguri

Date: 28™ April, 2022
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Statement of Changes of Equity

For the Year Ended 31 December 2021

In Nu
Share Retained Exchange HRD Total
Cavital Earnines Fluctuation Reserve Shareholders'
P 8 Reserve Fund Funds
Nu Nu Nu
Balance as at 1 January 2020 600,252,230 265,476,904 18,457,824 884,186,958
Net profit for the year 16,864,977 16,864,977
Adjustments (Bonus Shares issue) -
Adjustments (Rights Shares issue) -
Other Comprehensive Income for the 923.920 923.920
year, net of tax
BFRS Adjustment 1,937,891 1,937,891
Share premium -
Transfers during the year (14,043,453) 14,043,453 -
Balance as at 31 December 2020 600,252,230 271,160,240 32,501,276 903,913,745
Adjustments (Bonus Shares issue) - -
Adjustments (Rights Shares issue) -
Net profit for the year 103,953,271 103,953,271
Other Comprehensive Income for the 46,122 46,122
year, net of tax
BFRS Adjustment * 28,200,742 28,200,742
Share premium -
Transfers during the year (8,054,115) 54,115 8,000,000 -
APFR transferred under MM 49,114,965 49,114,965
Balance as at 31 December 2021 600,252,230 444,421,225 32,555,391 8,000,000 1,085,228,845

* For detail on BFRS adjustment indicated above refer No. 33.1

For A GHOSH & CO.

CHARTERED
ACCOUNTANTS

FRN: 324196E

dan

Sr. Partner: Abhijit Ghosh
Membership Number: 057483
UDIN:22057483AIDMLA9911
Place: Siliguri

Date: 28" April, 2022

Chairperson

Chief Hxecutive Officer

Di

ctor
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Statement of Cash Flow
For the Year Ended 31 December 2021

Increase /(decrease) in liabilities
Net change in due to other banks

(637,165,273)

31.12.2021 31.12.2020

Amount (Nu) Amount (Nu)
Cash flows from operating activities
Profit before Taxation 139,563,441 55,224,027
Adjustments for: - -
Depreciation and amortization 31,260,906 26,640,688
Impairment charges/(reversal) for Loans and advances 3,403,016
Loan write-off expenses 6,016,836
(Profit)/Loss on sale of Assets 245,337 161,271
Interest income (53,385,045) (7,531,851)
Finance expenses 40,500,000 -
BFRS Adjustments -
Other Comprehensive Income for the year, net of tax - -
BFRS Adjustment * (12,549,372) 25,713,291
Cash f!ows from oper?til}g‘ z.lctivities before changes in 155,055,119 100,207,426
operating assets and liabilities
(Increase) /decrease in assets
Iglaer: kcshange in mandatory cash balances with central 671.878.801 (230,722.802)
Net change in due from other banks 86,944,982 535,772,820
Net change in loans and advances to customers (395,012,085) (497,229,887)
Fair valuation of loans and advances
Net change in other assets (156,642,386) 15,309,028

(535,037,422)

Debt issued and Other Borrowed Funds
Issue of Right Shares
Share premium
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Net change in customer accounts 1,894,988,242 894,868,118
Net change in other liabilities and provisions 844,313 170,528,997
Net cash from operating activities before income tax 1,620,891,713 453,696,278
Tax expenses (38,895,904) (50,796,791)
Net cash generated from operating activities 1,581,995,808 402,899,488
Cash flow from Investing Activities

Financial Investments available for sale (399,335,758) (329,334,000)
Interest Received from Investments 56,374,880 0.00
Acquisition of Property, plant, equipment and intangibles (13,166,307) (83,143,837)
Proceeds from disposal of property, plant and equipment 0.00 2,006,400
Net cash from investing activities (356,127,184) (410,471,437)
Cash flows from financing activities

Interest payments on borrowings (40,500,000)




Dividend paid - -
Net cash from financing activities (40,500,000) -
Net increase/(decrease) in cash and cash equivalents 1,185,368,624 (7,571,949)
Cash and cash equivalents at the beginning of period 1,014,689,691 1,022,261,641
Cash and cash equivalents at the end of period 2,200,058,314 1,014,689,691
Reconciliation of Cash & cash equivalents 31-Dec-21 31-Dec-20
Cash in Hand (As certified by the management) 268,984,110 253,178,022
Balance with RMA 1,251,851,065 -
Unutilized CRR account with RMA 156,883,000 67,797,751
Balance with Banks in India & Abroad 422,401,661 693,713,918
Balance with Banks in Bhutan 100,993,855 -

2,201,113,690 1,014,689,690
Less: Allowance for Expected Credit Loss (1,055,376) (513,453)
Cash and cash equivalents 2,200,058,314 1,014,176,237

For A GHOSH & CO.
CHARTERED ACCOUNTANTS
FRN: 324196E

Chairperson

Sr. Partner: Abhijit Ghosh
Membership Number: 057483
UDIN: 22057483 AIDMLA9911
Place: Siliguri

Date: 28" April, 2022

H gL‘w'l‘

Chief Executive Officer

irector
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1. CORPORATE INFORMATION

T Bank Limited is a limited liability bank incorporated and domiciled in Bhutan. The address of
its registered office is Post Box No. 631, TCC Complex Building, Samten Lam, Chubachu,
Thimphu, Bhutan. The bank provides commercial banking services to different parts of the
country. The principal activities of the bank comprise; Corporate and Investment banking, Retail
banking and treasury operations within and outside Kingdom of Bhutan.

2. BASIS OF PREPARATION

The financial statements have been prepared on historical cost basis and are presented in Bhutanese
Ngultrum (Nu).

The following fundamental assumptions are followed in preparation of these financial statements:
a. Accrual
b. Going Concern
c. Consistency

Statement of Compliance

The financial statements of the bank have been prepared in accordance with the requirements
under Bhutanese Accounting Standards (BAS) and Bhutanese Financial Reporting Standards
(BFRS).

Presentation of Financial Statements

The bank presents its financial statements in accordance with BAS 1 - Presentation of financial
statements in order of liquidity. An analysis regarding recovery or settlement within 12 months
after the reporting date (current) or more than 12 months after the reporting date (non-current) are
also carried out.

Change Impact

Financial Impact mainly emanated out of the adoption of BAS/BFRS is due to:

a. Adoption of Expected Credit Loss approach for financial assets as per BFRS - 9;

b. Adoption of Effective Interest Rate (EIR) for financial liabilities as per BFRS - 9;

c. Valuation of Gratuity and Leave Encashment on the basis of Projected Unit Credit Method as
stated in BAS-19;

d. Recognition of Deferred Tax Assets/Liabilities owing to temporary timing differences as per
BAS-12.

2.1 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires management to make judgments, estimates
and assumptions that affect the reported amount of revenues, expenses, assets and liabilities, and
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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.

Judgments

In the process of applying the Bank’s accounting policies, management has made the following
judgments, which have the most significant effect on the amounts recognized in the 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 Bank based its assumptions and estimates on the parameters available when the 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 Bank. Such changes are reflected in
the assumptions when they occur.

Going Concern

The Banks’ management has made an assessment of its ability to continue as a going concern and
is satisfied that it has the resources to continue the business for the foreseeable future. Furthermore,
management is not aware of any material uncertainties may cast significant doubt upon the Bank’s
ability to continue as a going concern. Therefore, the financial statements continue to be prepared
on the going concern basis.

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, judgment is
required to establish fair values. The judgments include considerations of liquidity and model
inputs such as volatility for discount rates, income earning potential, etc.
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Impairment Losses on Loans and Advances

The Bank reviews its individually significant loans and advances at each reporting date to assess
whether an Impairment Loss should be recorded in the Income Statement. In particular,
management’s judgment is required in the estimation of the amount and timing of future cash flows
when determining the impairment loss. These estimates are based on the 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 expected
loss events for which there is objective evidence, but the effects of which are not yet evident. The
collective assessment takes into account of data from the loan portfolio (such as levels of arrears,
loan type etc) and judgment on the effect of economic and market conditions.

2.2 FIRST TIME ADOPTION OF BFRS

The financial statements for the year ended 3 1st December 2014 were prepared in accordance with
BAS. For periods up to and including the year ended 31st December 2013, the financial statements
were prepared in accordance with Generally Accepted Accounting Principles in Bhutan (local
GAAP).

Accordingly, the Bank has prepared financial statements which comply with BAS applicable for
the period ending 31 December 2021, together with the comparative period’s data as at and for the
year ended 31 December 2020.

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Foreign Currency Translation

Transactions in Foreign Currency are initially recorded in the functional currency by applying the
exchange rates prevailing at the date of the transaction. Monetary Assets and Liabilities in foreign
currencies are translated into functional currency at the exchange rates prevailing at the end of the
reporting period. Exchange gains and losses on foreign currency translation are recorded in the
Income Statement under Other Operating Income.

Cash & Cash Equivalents

Cash and Cash Equivalents referred to in the cash flow statement comprise Cash at Bank and in-
hand that are readily convertible to known amount of cash which are subject to an insignificant
risk of changes in value. However, in line with BFRS 9, allowance for Expected Credit Loss is
also calculated.
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Mandatory Cash Balances with Central Bank

Mandatory cash balances with central bank is carried at historical cost and represent mandatory
reserve deposits with the Royal Monetary Authority of Bhutan (RMA), which are not available to
finance the Bank’s day to day operations and hence are not considered as part of Cash and Cash
Equivalents for the purposes of the Statement of Cash Flows.

Cash Flow Statement

Cash Flows are reported using the indirect method, whereby profit/ (loss) before tax is adjusted
for the effects of transactions of non-cash nature and any deferrals or accruals of past or future
cash receipts or payments.

The Cash Flows from operating, investing & financing activities of the Bank are segregated based
on the available information.

Loans & Advances to Customers

After initial measurement, Loans & Advances to Customers are subsequently measured at
amortized cost, less allowance for impairment. Amortized 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 amortization is included in Interest and similar income in the Income
Statement.

Placement with Other Banks

Amounts due from other banks are recorded under Placement with Other Banks and it includes
mostly the fixed deposits maintained with counterparty banks. Amounts due from other banks are
recorded at historical cost. However, in line with BFRS 9, allowance for Expected Credit Loss is
calculated.

Lease

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 fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a
right to use the asset.

Leases that do not transfer to the Bank substantially all the risks and rewards incidental to the
ownership of the leased items are operating leases. Operating lease payments are recognized as
expenses in the Income Statement on a straight line basis over the lease term.

Contingent Rental Payable is recognized as an expense in the period in which they are incurred.
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Recognition of interest income - The effective interest rate method

Under both BFRS 9 and BAS 39, interest income is recorded using the effective interest rate (EIR)
method for all financial instruments measured at amortized cost, financial instruments designated
at FVPL. Interest income on interest bearing financial assets measured at FVOCI under BFRS 9,
similarly to interest bearing financial assets classified as available-for-sale or held to maturity
under BAS 39 are also recorded by using the EIR method. The EIR is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial instrument or, when
appropriate, a shorter period, to the net carrying amount of the financial asset.

The EIR (and therefore, the amortized cost of the asset) is calculated by taking into account any
discount or premium on acquisition, fees and costs that are an integral part of the EIR. The Bank
recognizes interest income using a rate of return that represents the best estimate of a constant rate
of return over the expected life of the loan. Hence, it recognizes the effect of potentially different
interest rates charged at various stages, and other characteristics of the product life cycle (including
prepayments, penalty interest and charges).

If expectations regarding the cash flows on the financial asset are revised for reasons other than
credit risk, the adjustment is booked as a positive or negative adjustment to the carrying amount
of the asset in the balance sheet with an increase or reduction in interest income. The adjustment
is subsequently amortized through interest and similar income in the income statement.

Interest and similar income

The Bank calculates interest income by applying the EIR to the gross carrying amount of financial
assets.

When a financial asset becomes credit-impaired and is, therefore, regarded as ‘Stage 3°, the Bank
calculates interest income by applying the effective interest rate to the net amortized cost of the
financial asset.

Fee & Commission Income

The Bank earns fees and commission income from a diverse range of services it provides to
customers. Fees earned for the provision of services over a period of time are accrued over that
period. These fees include commission income and income earned from foreign exchange
transactions.

Dividend Income

Revenue is recognized when the Bank’s right to receive the payment is established, which is
generally when the shareholders approve the dividend.
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Property, Plant & Equipment

After reorganization as an asset, an item of property, plant & equipment has been carried at cost
less accumulated depreciation and any accumulated impairment losses. Management physically
verified the assets and found them to be worthy of use till the absorption of full cost after charging
depreciation on the basis of useful life as estimated by the management.

Historical Cost includes expenditure directly attributable to the acquisition of items. Subsequent
Costs are included in the asset’s carrying amount or recognized as a separate asset as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the
Bank and the cost of the item can be measured reliably. All other repairs and maintenance are
charged to Income Statement in the financial period in which they are incurred. Depreciation has
been calculated on straight-line basis as per the useful life estimated by the management and
calculated on pro-rata basis from the date of purchase. The useful life of assets and rates of
depreciation are as follows:

Details of Assets Useful Life (in years) Rates (%)
Furniture 6.67 15
Office Equipment 6.67 15
Computer Equipment 6.67 15
Vehicle 6.67 15
Intangible Assets

Intangible Assets are stated at cost less accumulated amortization and net of impairments, if any.
An intangible asset is recognized if it is probable that the expected future economic benefits that
are attributable to the asset will flow to the Bank and its cost can be measured reliably. Intangible
Assets having finite useful lives are amortized on straight-line basis over their estimated useful
lives.

The useful life of the asset and rates of amortization is as follows:

Details of Asset Useful Life (in years) Rates (%)
Software 6.67 15
Share Capital

Ordinary Shares are classified as “Share Capital” in Equity.
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Dividends

Dividends on ordinary shares shall be recognized as a liability and deducted from equity when it
is approved by the shareholders of the Bank. If there are any interim dividends, it will be deducted
from equity when they are declared.

If the dividends for the year are approved after the reporting date, it will be disclosed as an event
after the reporting date.

Due to Other Banks

Amounts due to other banks are recorded when money has been transferred to the Bank by counter
party banks.

Customer Accounts

Customer Accounts are non -derivative liabilities to individual, state or corporate customers and
interest accrued on amounts due to customers has been calculated by using Effective Interest Rate.

Income Taxes

Income Taxes have been provided for in the financial statements in accordance with legislation
enacted or substantively enacted by end of the reporting period.

The Income Tax charge comprising current tax is recognized in the Statement of Comprehensive
Income for the year.

Income for the year

Current Tax is the amount expected to be paid to or recovered from the taxation authorities in
respect of taxable profits or losses for the current and prior periods. The Bank’s uncertain tax
positions are reassessed by management at the end of each reporting period. Liabilities are
recorded for Income Tax positions that are determined by management as more likely than not to
result in additional taxes being levied if the positions were to be challenged by the tax authorities.
The assessment is based on the interpretation of tax laws that have been enacted or substantively
enacted by the end of the reporting period and any known court or other rulings on such issues.
Liabilities for penalties, interest and taxes other than on income are recognized based on
management’s best estimate of the expenditure required to settle the obligations at the end of the
reporting period

Deferred Tax

The Bank calculates deferred taxation based on temporary timing difference that is the difference
between the carrying amount of assets/liabilities and their tax base.
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Staff costs and related contributions

The Bank measures the present value of the Gratuity obligation, which is a defined benefit plan
with the advice of an independent professional actuary using the projected unit credit method.

Provisions, Contingent Assets & Contingent Liabilities

The Bank recognizes provisions only when it has a present obligation as a result of past event, it
is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and when a reliable estimate of the amount of the obligation can be made.
Contingent Liability is disclosed unless the possibility of an outflow of resources embodying
economic is remote. Contingent Assets are not recognized in the financial statements.

Operating Segments

An Operating Segment is a component of the Bank that engages in business activities from which
it may earn revenues and incur expenses, whose operating results are regularly reviewed by the
Chief Operating decision maker to make decisions about resources to be allocated to the segment
and assess its performance and for which discrete financial information is available. Operating
segments have been identified based on the information provided to the Chief Operating Decision
maker and are reported separately.

With the introduction of BFRS 9 - Financial Instruments, the bank revised its accounting policies
and disclosures as mentioned below:

2.4 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
2.4.1 New and amended standards and interpretations

In these financial statements, the Bank has applied BFRS 9 and BFRS 7, effective for annual
periods beginning on or after 1 January 2018, for the first time. Although, the Bank has adopted
other standards earlier, the Bank revised the accounting policies and disclosures in line with
adoption of BFRS 9. The Bank has restated comparative information for 2016 and 2017 for
financial instruments in the scope of BFRS 9.

2.4.2 Changes to classification and measurement

To determine their classification and measurement category, BFRS 9 requires all financial assets,
except equity instruments and derivatives, to be assessed based on a combination of the entity’s
business model for managing the assets and the instruments’ contractual cash flow characteristics.

The BAS 39 measurement categories of financial assets (fair value through profit or loss (FVPL),
available for sale (AFS), held-to-maturity and amortized cost) have been replaced by:
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» Debt instruments at amortized cost

» Debt instruments at fair value through other comprehensive income (FVOCI), with gains or
losses recycled to profit or loss on de-recognition

» Equity instruments at FVOCI, with no recycling of gains or losses or profit or loss on de-
recognition

» Financial assets FVPL

The accounting for financial liabilities remains largely the same as it was under BAS 39, except
for the treatment of gains or losses arising from an entity’s own credit risk relating to liabilities
designated at FVPL. Such movements are presented in OCI with no subsequent reclassification to
the income statement.

2.4.3 The impairment calculation

BFRS 9 requires the Bank to record an allowance for ECLs for all loans and other debt financial
assets not held at FVPL, together with loan commitments and financial guarantee contracts. The
allowance is based on the ECLs associated with the probability of default in the next twelve months
unless there has been a significant increase in credit risk since origination. If the financial asset
meets the definition of purchased or originated credit impaired (POCI), the allowance is based on
the change in the ECLs over the life of the asset.

2.4.4 Financial instruments - initial recognition
Date of recognition

Financial assets and liabilities, with the exception of loans and advances to customers and balances
due to customers, are initially recognized on the trade date, i.e., the date that the Bank 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. Loans and advances to customers are
recognized when funds are transferred to the customers’ accounts. The Bank recognizes balances
due to customers when funds are transferred to the Bank.

Initial measurement of financial instruments

The classification of financial instruments at initial recognition depends on their contractual terms
and the business model for managing the instruments. When the fair value of financial instruments
at initial recognition differs from the transaction price, the Bank accounts for the Day 1 profit or
loss, as described below:
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Day 1 profit or loss

When the transaction price of the instrument differs from the fair value at origination and the fair
value is based on a valuation technique using only inputs observable in market transactions, the
Bank recognizes the difference between the transaction price and fair value in net trading income.
In those cases where fair value is based on models for which some of the inputs are not observable,
the difference between the transaction price and the fair value is deferred and is only recognized
in profit or loss when the inputs become observable, or when the instrument is derecognized.

2.4.5 Measurement categories of financial assets and liabilities

From 1 January 2018, the Bank classifies all of its financial assets based on the business model for
managing the assets and the asset’s contractual terms, measured at either:

» Amortized cost
> FVOCI
> FVPL

2.4.6 Due from banks, Loans and advances to customers, financial investments at
amortized cost

From 1 January 2018, the Bank only measures Due from banks, Loans and advances to customers
and other financial investments at amortized cost if both of the following conditions are met:

» The financial asset is held within a business model with the objective to hold financial assets
in order to collect contractual cash flows;

» The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest (SPPI) on the principal amount outstanding.

The details of these conditions are outlined below:

Business model assessment

The Bank determines its business model at the level that best reflects how it manages groups of
financial assets to achieve its business objective. The Bank’s business model is not assessed on an
instrument-by-instrument basis, but at a higher level of aggregated portfolios and is based on
observable factors such as:

» How the performance of the business model and the financial assets held within that business
model are evaluated and reported to the entity’s key management personnel;

» The risks that affect the performance of the business model (and the financial assets held within
that business model) and, in particular, the way those risks are managed;
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» How managers of the business are compensated (for example, whether the compensation is
based on the fair value of the assets managed or on the contractual cash flows collected);

» The expected frequency, value and timing of sales are also important aspects of the Bank’s
assessment.

The business model assessment is based on reasonably expected scenarios without taking ‘worst
case’ or ‘stress case’ scenarios into account. If cash flows after initial recognition are realized in a
way that is different from the Bank’s original expectations, the Bank does not change the
classification of the remaining financial assets held in that business model, but incorporates such
information when assessing newly originated or newly purchased financial assets going forward.

The SPPI test

As a second step of its classification process the Bank assesses the contractual terms of financial
to identify whether they meet the SPPI test.

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial
recognition and may change over the life of the financial asset (for example, if there are repayments
of principal or amortization of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the
consideration for the time value of money and credit risk. To make the SPPI assessment, the Bank
applies judgment and considers relevant factors such as the currency in which the financial asset
is denominated, and the period for which the interest rate is set.

In contrast, contractual terms that introduce a more than de-minimis exposure to risks or volatility
in the contractual cash flows that are unrelated to a basic lending arrangement do not give rise to
contractual cash flows that are solely payments of principal and interest on the amount outstanding.
In such cases, the financial asset is required to be measured at FVPL.

2.4.7 Debt instruments at FVPL (Policy applicable from 1 January 2018)

The Bank applies the new category under BFRS 9 of debt instruments measured at FVPL when

both of the following conditions are met:

» The instrument is held within a business model, the objective of which is achieved by both
collecting contractual cash flows and selling financial assets.

» The contractual terms of the financial asset meet the SPPI test

These instruments largely comprise assets that had previously been classified as financial
investments available-for-sale under BAS 39.
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2.4.8 Equity instruments at FVOCI (Policy applicable from 1 January 2018)

Upon initial recognition, the Bank elects to classify its equity investments as equity instruments at
FVOCI when they meet the definition of Equity under BAS 32 Financial Instruments: Presentation
and are not held for trading. However, due to un-availability of data, the equity instruments are
recognized at cost. Such classification is determined on an instrument-by-instrument basis.

Gains and losses on these equity instruments are never recycled to profit. Dividends are recognized
in profit or loss as other operating income when the right of the payment has been established,
except when the Bank benefits from such proceeds as a recovery of part of the cost of the
instrument, in which case, such gains are recorded in OCI. Equity instruments at FVOCI are not
subject to an impairment assessment.

2.4.9 Financial assets and financial liabilities at fair value through profit or loss

Financial assets and financial liabilities in this category are those that are not held for trading and
have been either designated by management upon initial recognition or are mandatorily required
to be measured at fair value under BFRS 9. Management only designates an instrument at FVPL
upon initial recognition when the designation eliminates, or significantly reduces, the inconsistent
treatment that would otherwise arise from measuring the assets or liabilities or recognizing gains
or losses on them on a different basis.

Financial assets and financial liabilities at FVPL are recorded in the statement of financial position
at fair value. Changes in fair value are recorded in profit and loss.

2.4.10 Financial guarantees, letters of credit and undrawn loan commitments

Financial guarantees are initially recognized in the financial statements (within Provisions) at fair
value, being the premium received. Subsequent to initial recognition, the Bank’s liability under
each guarantee is measured at the higher of the amount initially recognized less cumulative
amortization recognized in the income statement, and — under BAS 39 — the best estimate of
expenditure required to settle any financial obligation arising as a result of the guarantee, or —
under BFRS 9 — an ECL provision.

The premium received is recognized in the income statement in Net fees and commission income
on a straight line basis over the life of the guarantee.

Undrawn commitments and letters of credits are in the scope of the ECL requirements.

2.4.11 Reclassification of financial assets and liabilities

From 1%January 2018, the Bank reclassified its financial assets subsequent to their initial
recognition. Financial liabilities are never reclassified.\
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2.5 De-recognition of financial assets and liabilities
De-recognition due to substantial modification of terms and conditions

The Bank de-recognizes a financial asset, such as a loan to a customer, when the terms and
conditions have been re- negotiated to the extent that, substantially, it becomes a new loan, with
the difference recognized as a de-recognition gain or loss, to the extent that an impairment loss has
not already been recorded. The newly recognized loans are classified as Stage 1 for ECL
measurement purposes, unless the new loan is deemed to be POCL.”

When assessing whether or not to de-recognize a loan to a customer, amongst others, the Bank
considers the following factors:

» Change in currency of the loan;

» Introduction of an equity feature;

» Change in counterparty;

» If the modification is such that the instrument would no longer meet the SPPI criterion.

If the modification does not result in cash flows that are substantially different, the modification
does not result in de-recognition. Based on the change in cash flows discounted at the original EIR,
the Bank records a modification gain or loss, to the extent that an impairment loss has not already
been recorded.

De-recognition other than for substantial modification

a) Financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognized when the rights to receive cash flows from the financial asset have
expired. The Bank also derecognizes the financial asset if it has both transferred the financial asset
and the transfer qualifies for de-recognition.

The Bank has transferred the financial asset if and only either:

» The Bank has transferred its contractual rights to receive cash flows from the financial asset;

Or
» It retains the rights to the cash flows, but has assumed an obligation to pay the received cash

flows in full without material delay to a third party under a ‘pass-through’ arrangement.

Pass-through arrangements are transactions whereby the Bank retains the contractual rights to
receive the cash flows of a financial asset (the ‘original asset’), but assumes a contractual
obligation to pay those cash flows to one or more entities (the ‘eventual recipients’), when all of
the following three conditions are met:
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» The Bank has no obligation to pay amounts to the eventual recipients unless it has collected
equivalent amounts from the original asset, excluding short-term advances with the right to
full recovery of the amount lent plus accrued interest at market rates;

» The Bank cannot sell or pledge the original asset other than as security to the eventual
recipients;

» The Bank has to remit any cash flows it collects on behalf of the eventual recipients without
material delay.

In addition, the Bank is not entitled to reinvest such cash flows, except for investments in cash or
cash equivalents including interest earned, during the period between the collection date and the
date of required remittance to the eventual recipients.

A transfer only qualifies for de-recognition if either:

The Bank has transferred substantially all the risks and rewards of the asset.

Or
The Bank has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.

The Bank considers control to be transferred if and only if, the transferee has the practical ability
to sell the asset in its entirety to an unrelated third party and is able to exercise that ability
unilaterally and without imposing additional restrictions on the transfer.

When the Bank has neither transferred nor retained substantially all the risks and rewards and has
retained control of the asset, the asset continues to be recognized only to the extent of the Bank’s
continuing involvement, in which case, the Bank also recognizes an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Bank has retained.

b) Financial liabilities

A financial liability is de-recognized when the obligation under the liability is discharged,
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 recognized in profit or loss.

2.6 Impairment of financial assets (Policy applicable from 1 January 2018)
Overview of the Expected Credit Loss (ECL) principles

The adoption of BFRS 9 has fundamentally changed the Bank’s loan loss impairment method by
replacing BAS 39’s incurred loss approach with a forward-looking ECL approach. From Ist
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January 2018, the Bank has been recording the allowance for expected credit losses for all loans
and other debt financial assets not held at FVPL, together with loan commitments and financial
guarantee contracts, in this section all referred to as ‘financial instruments’. Equity instruments are
not subject to impairment under BFRS 9 and as such measured at cost.

The 12 month ECL (12mECL) is the portion of Life Time ECL (LTECLs) that represent the ECLs
that result from default events on a financial instrument that are possible within the 12 months
after the reporting date.

Both LTECLs and 12mECLs are calculated on either an individual basis or a collective basis,
depending on the nature of the underlying portfolio of financial instruments. The Bank’s policy
for grouping financial assets measured on an individual and collective basis is as follows:

a. The top 30 borrowers (comprising 20% of the total loan portfolio) are assessed individually
for Objective Evidence of Impairment.

b. The Loans and Advances that have been assessed individually and found not to be impaired
are assessed together with all other loans under Collective Impairment.

The Bank has established a policy to perform an assessment, at the end of each reporting period,
of whether a financial instrument’s credit risk has increased significantly since initial recognition,
by considering the change in the risk of default occurring over the remaining life of the financial
instrument.

Based on the above process, the Bank groups its loans into Stage 1, Stage 2, Stage 3 and POCI, as
described below:

Stage 1: When loans are first recognized, the Bank recognizes an allowance based on
12mECLs. Stage 1 loans also include facilities where the credit risk has improved
and the loan has been reclassified from Stage 2.

Stage 2: When a loan has shown a significant increase in credit risk since origination, the
Bank records an allowance for the LTECLs. Stage 2 loans also include facilities,
where the credit risk has improved and the loan has been reclassified from Stage 3.

Stage 3: Loans considered credit-impaired, the bank records an allowance for the LTECLs.

POCI: Purchased or originated credit impaired (POCI) assets are financial assets that are
credit impaired on initial recognition. POCI assets are recorded at fair value at
original recognition and interest income is subsequently recognized based on a
credit-adjusted EIR. ECLs are only recognized or released to the extent that there
is a subsequent change in the expected credit losses. The bank does not have such
assets currently.
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For financial assets for which the Bank has no reasonable expectations of recovering either the
entire outstanding amount, or a proportion thereof, the gross carrying amount of the financial asset
is reduced. This is considered a (partial) de-recognition of the financial asset.

The calculation of ECLs

The Bank calculates ECLs based on a four probability-weighted scenarios to measure the expected
cash shortfalls, discounted at an approximation to the EIR. A cash shortfall is the difference
between the cash flows that are due to an entity in accordance with the contract and the cash flows
that the entity expects to receive.

The mechanics of the ECL calculations are outlined below and the key elements are, as follows:

PD  The Probability of Default is an estimate of the likelihood of default over a given time
horizon. A default may only happen at a certain time over the assessed period, if the facility
has not been previously recognized and is still in the portfolio.

EAD The Exposure at Default is an estimate of the exposure at a future default date, taking into
account expected changes in the exposure after the reporting date, including repayments of
principal and interest, whether scheduled by contract or otherwise, expected draw-downs
on committed facilities, and accrued interest from missed payments.

LGD The Loss Given Default is an estimate of the loss arising in the case where a default occurs
at a given time. It is based on the difference between the contractual cash flows due and
those that the lender would expect to receive, including from the realization of any
collateral. It is usually expressed as a percentage of the EAD.

When estimating the ECLs, the Bank considers three scenarios base case, worst case, and best
case. Each of these is associated with different PDs, EADs and LGDs. When relevant, the
assessment of multiple scenarios also incorporates how defaulted loans are expected to be
recovered, including the probability that the loans will cure and the value of collateral or the
amount that might be received for selling the asset.

The mechanics of the ECL method are summarized below:

Stage 1: The 12mECL is calculated as the portion of LTECLs that represent the ECLs that
result from default events on a financial instrument that are possible within the 12
months after the reporting date. The Bank calculates the 12mECL allowance based
on the expectation of a default occurring in the 12 months following the reporting
date. These expected 12-month default probabilities are applied to a forecast EAD
and multiplied by the expected LGD and discounted by an approximation to the
original EIR. This calculation is made for each of the four scenarios, as explained
above.
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Stage 2:

Stage 3:

POCI:

When a loan has shown a significant increase in credit risk since origination, the
Bank records an allowance for the LTECLs. The mechanics are similar to those
explained above, including the use of multiple scenarios, but PDs and LGDs are
estimated over the lifetime of the instrument. The expected cash shortfalls are
discounted by an approximation to the original EIR.

For loans considered credit-impaired, recognize the lifetime expected credit losses
for these loans. The method is similar to that for stage 2 assets, with the PD set at
100%.

POCI assets are the financial assets that are credit impaired on initial recognition.
Than bank only recognizes the cumulative changes in lifetime ECLs since initial
recognition based on the probability-weighting of the four scenarios, discounted by
the credit-adjusted EIR.

Financial Guarantee contracts: For credit cards and revolving facilities that include both a loan and

an undrawn commitment, ECLs are calculated and presented together with the loan. However, the

Bank does not provide credit card facilities at the moment. For loan commitments and letters of
credit, the ECL is recognized within Provisions.

Forward looking information

In its ECL models, the Bank relies on a broad range of forward looking information as economic

inputs, such as:

a) GDP growth

b) Unemployment rates
c) Interest Rate

d) Inflation

e) Exchange Rate

The inputs and models used for calculating ECLs may not always capture all characteristics of the

market at the date of the financial statements. To reflect this, qualitative adjustments or overlays

are occasionally made as temporary adjustments when such differences are significantly material.
Therefore, bank also considers the following qualitative factors:

a) Government Policies

b) Industry Business cycle
¢) Regulatory impact

Collateral valuation

To mitigate its credit risks on financial assets, the Bank seeks to use collateral, where possible.

The collateral comes in various forms, such as cash, securities, letters of credit/guarantees, real

T Bank Annual Report 2021




NOTES TO FINANCIAL STATEMENTS

estate, receivables, inventories, other non-financial assets and credit enhancements such as netting
agreements. The Bank’s accounting policy for collateral assigned to it through its lending
arrangements under BFRS 9 is the same as it was under BAS 39.

Write-offs

The Bank’s accounting policy under BFRS 9 remains the same as it was under BAS 39. Financial
assets are written off either partially or in their entirety only when the Bank has stopped pursuing
the recovery. If the amount to be written off is greater than the accumulated loss allowance, the
difference is first treated as an addition to the allowance that is then applied against the gross
carrying amount. Any subsequent recoveries are credited to credit loss expense.
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3. Principal adjustment made:
3.1 Reconciliation of Statement of Comprehensive Income for the year ended 31 December 2021

64

Nu
Local GAAP

Reclassified Re-measurement BFRS
Interest & Similar Income 835,599,891 12,352,750 847,952,642
Interest & Similar Expense (586,873,254) 14,304,241 (572,569,013)
Net interest income 248,726,637 26,656,991 275,383,628
Fee and commission income 43,305,823 45,305,823
Fee and commission expenses - - -
Net fee and commission income 45,305,823 - 45,305,823
Other Operating Income 72,923,121 - 72,923,121
Total operating income 366,955,582 26,656,991 393,612,572

Personnel Expenses

Depreciation on Property Plant &
Equipment

Amortization of Intangible Assets
Other Operating Expenses

Impairment (charges)/reversal for loans and

(121,722,991)

(20,515,176)
(10,745,730)
(85,902,238)

(11,759,979)

(133,482,971)

(20,515,176)
(10,745,730)
(85,902,238)

other losses - (3,403,016) (3,403,016)
Total Operating Expenses (238,886,136) (15,162,996) (254,049,131)
Profit Before Tax from Continuing

Operations 128,069,446 11,493,995 139,563,441
Income Tax (36,967,095) (36,967,095)
Deferred tax Income/(Expenses) 1,356,925
Assessed tax payable pertaining to earlier i
years

Profit For the Year 91,102,352 11,493,995 103,953,271
Other Comprehensive Income

Profit For the Year 91,102,352 11,493,995 103,953,271
Remeasurment Gain/(Loss) on Defined

Benefit Plan 61,496 61,496
Total Comprehensive Income Before tax 91,102,352 11,555,491 104,014,767
Tax on income /(expense) relating to

components of other comprehensive

income (15,374) (15,374)
Total comprehensive income for the

year, net of tax 91,102,352 11,540,117 103,999,393
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3.2. Reconciliation of Statement of Comprehensive Income for the year ended 31 December 2020

Local GAAP Nu.

Reclassified Re-measurement BFRS
Interest & Similar Income 760,304,357 11,789,923 772,094,280
Interest & Similar Expense (618,657,145) 7,932,158 (610,724,988)
Net interest income 141,647,211 19,722,081 161,369,292
Fee and commission income 70,182,988 - 70,182,988
Fee and commission expenses - - -
Net fee and commission income 70,182,988 - 70,182,988
Other Operating Income 125,285,657 - 125,285,657
Total operating income 337,115,857 19,722,081 356,837,937
Personnel Expenses(*) (119,688,530) (14,915,848) (134,604,379)
Depreciation on Property Plant & Equipment (16,944,200) - (16,944,200)
Amortization of Intangible Assets (9,696,488) - (9,696,488)
Other Operating Expenses (79,342,935) - (79,342,935)
Impairment (charges)/reversal for loans and
other losses (30,506,385) (30,519,524)  (61,025,908)
Total Operating Expenses (256,178,538) (45,435,372) (301,613,910)
Profit Before Tax from Continuing Operations 80,937,319 (25,713,291) 55,224,027
Income Tax (16,567,208)
Assessed tax payable pertaining to earlier years (21,791,841)
Profit For the Year 80,937,319 (25,713,291) 16,864,977
Other Comprehensive Income
Profit For the Year 80,937,319 (25,713,291) 16,864,977
Remeasurment Gain/(Loss) on Defined
Benefit Plan 1,319,885 1,319,885
Total Comprehensive Income Before tax 80,937,319 (24,393,4006) 18,184,862
Tax on income /(expense) relating to
components of other comprehensive income (395,966) (395,966)
Total comprehensive income for the year,
net of tax 80,937,319 (24,789,371) 17,788,897
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3.3 Reconciliation of Financial Position as at 31 December 2021

Nu
Local GAAP
Reclassified Re-measurement BFRS

Assets

Cash & Cash Equivalents 2,201,113,690 (1,055,376) 2,200,058,314
Cash & Balances with Central Bank 777,311,025 - 777,311,025
Placement with other Banks 912,783,327 (882,556) 911,900,771
Due From Banks - - -
Loans & Advances to Customers 8,683,725,038 (188,944,709) 8,494,780,328
Equity instruments — at cost 7,750,000 - 7,750,000
Equity instruments (FVPL) 399,335,758 (7,760,438) 391,575,320
Debt Instruments at Amortized Cost 356,289,774 (3,335,271) 352,954,504
Defined Benefit Assets 5,689,653 5,689,653
Other Financial Assets 4,067,424 - 4,067,424
Other Assets 209,621,271 92,297,653 301,918,924
Property, Plant & Equipment 89,062,906 - 89,062,906
Intangible Assets 35,644,141 - 35,644,141
Deferred Tax Asset - 2,779,338 2,779,338
Total Assets 13,676,704,354 (101,211,706) 13,575,492,649
Liabilities

Due to Customers 10,017,857,237 (14,304,241) 10,003,552,996

Due to Banks and Financial Institutions

1,739,500,993

1,739,500,993

Debt issued and Other Borrowed Funds 440,000,000 440,000,000
Current Tax Liabilities 36,967,095 (2,189,700) 34,777,395
Deferred Tax Liability - 1,422,413 1,422,413
Defined Benefit Liability - - -
Other Liabilities 375,058,674 (104,048,667) 271,010,007
Total Liabilities 12,609,383,998 (119,120,195) 12,490,263,804
Equity

Share Capital 600,252,230 - 600,252,230
Reserves

Retained Earnings 426,512,735 17,908,489 444,421,224
HRD Reserve Fund 8,000,000 8,000,000
Foreign Exchange Fluctuation Reserve 32,555,391 - 32,555,391
Total equity 1,067,320,356 17,908,489 1,085,228,845
Total liabilities and equity 13,676,704,354 (101,211,706) 13,575,492,649
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3.4 Reconciliation of Balance Sheet as at 31 December 2020

Local GAAP
Reclassified

Nu

Re-measurement

BFRS

Assets

Cash & cash Equivalents

Cash & Balances with Central Bank
Placement with other Banks

Due From Banks

Loans & Advances to Customers

1,014,689,690
1,449,189,826
1,003,476,867

8,232,617,779

(513,453)

(947,099)

(204,118,454)

1,014,176,237
1,449,189,826
1,002,529,767

8,028,499,326

Equity instruments — at cost 7,750,000 - 7,750,000
Debt Instruments at Amortized Cost 358,074,070 (3,244,543) 354,829,528
Other Financial Assets 1,222,268 - 1,222,268
Other Assets 52,744,167 31,862,275 84,606,442
Property, Plant & Equipment 97,385,699 - 97,385,699
Intangible Assets 45,661,282 - 45,661,282
Deferred Tax Asset - -
Total Assets 12,262,811,650 (176,961,274) 12,085,850,376
Liabilities

Due to Customers 8,015,648,467 (7,932,158)  8,007,716,309
Due to Banks and Financial

Institutions 2,406,129,649 - 2,406,129,649
Debt issued and Other Borrowed

Funds 470,000,000 470,000,000
Current Tax Liabilities 45,356,623 45,356,623
Deferred Tax Liability - - -
Defined Benefit Liability - 601,929 601,929
Other Liabilities 405,571,445 (146,441,751) 259,129,694
Total Liabilities 11,342,706,184 (153,771,979) 11,188,934,205
Equity

Share Capital 600,252,230 - 600,252,230
Reserves

Retained Earnings 287,351,959 (23,189,295) 264,162,664
Foreign Exchange Fluctuation

Reserve 32,501,276 - 32,501,276
Total equity 920,105,466 (23,189,295) 896,916,171
Total liabilities and equity 12,262,811,650 (176,961,274) 12,085,850,376

T Bank Annual Report 2021

67



68

(Nu.)

4. Interest and Similar Income 2021 2020
Interest Income from Loans 845,140,228 769.706,237
Interest Income from Preferential Lending 2,812,414 2,388,043
Total 847,952,642 772,094,280

5. Interest & Similar Expense (Nu.)

2021 2020

Interests on Saving Deposits 155,767,679 130,273,216
Interests on Fixed and Recurring Deposits 376,249,105 332,304,267
Interest on Govt. Bonds 40,500,000 40,500,000
1% Rebate and Interest Waiver on COVID-19 52,229 107,647,505

Total 572,569,013 610,724,988

6. Net Fees & Commission Income (Nu.)

Fees & Commission Income 2021 2020
Commission Earnings 40,742,730 40,059,399
Commission on Forex 4,563,092 30,123,589
Total fees and commission income 45,305,823 70,182,988
Fees & Commission Expense
Net Fees & Commission Income 45,305,823 70,182,988

(Nu.)

7. Other Operating Income 2021 2020
Interest on FD with other banks 26,596,095 41,501,492
Income From Investments in Subsidiaries - -
Foreign Exchange Gain 216,459 56,173,811
Income from Investments 26,788,949 7,531,851
Other Receipts 19,321,618 20,078,503

Total 72,923,121 125,285,657

(Nu.)

8. Personnel Expenses 2021 2020
Salaries, Wages and Bonus 100,648,770 94,781,767
Medical Expenses 228,137

Gratuity paid 4,834,121 4,521,067
Earned Leave Encashment-Staff 4,894,611 4,930,330
Bonus to Staff 11,117,353 15,455,367
Contribution to Provident and other Fund - -
Prepaid costs 12,261,807 12,048,195
Current Service Cost (501,828) 2,867,653
Total 133,482,971 134,604,379
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(Nu.)

9. Other Operating Expenses 2021 2020
Advertising & Marketing 1,980,138 8,287,021
Administrative 15,895,542 6,380,974
Professional Fees 1,554,930 6,024,305
Rent Paid under operating leases 16,786,101 442 806
Other 49,685,528 58,207,829
Total 85,902,238 79,342,935
10 Impairment (charges)/reversal for loans and other losses
Impairment 2021 2020
Provision as per GAAP - (30,506,385)
Addition/(Reversal) for the Years (3,403,016) (30,519,524)
Closing Balance as at 31
December (3,403,016) (61,025,908)

With the adoption of BFRS 9 - Financial Instruments, the provision for loans

and advances

increased by Nu.3,403,016.00 in 2021 and increased by Nu.30,519,524.00 in 2020 compared to

the provisions as per RMA's PR 2017.

11. Taxation

The major components of income tax expense for the years ended 31st December are as

follows.

Statement of Comprehensive Income 2021

2020

Current Income Tax
Income Tax for the year 36,967,095)

Assessed Tax paid/payable pertaining to earlier years
Deferred Tax
Deferred Taxation Charge/(Reversal) 1,356,925

(16,567,208)
(21,791,841)

Income Tax expense reported in the
Statement of Profit or Loss (35,610,170)

(38,359,050)

11.1 A reconciliation between Tax Expense and the Product of Accounting Profit

(Nu.)
2021 2020
Accounting Profit before Income Tax 139,563,441 55,224,027
139,563,441 55,224,027
Statutory Tax Rate 25% 30%
Computed Tax Expenses 34,890,860 16,567,208

Increase /(reduction) in the aforesaid computed tax
expenses on account of:
10% rebate for 100% Bhutanese employee -
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Reversal of provision/rebate not considered in
Income Tax Act -
(703,104)

Preferential Lending Income (Tax exempt) -
PBVA tax deductible on cash basis 2,779,338
10% rebate for 100% Bhutanese employee for 2016 - -
Additional tax on increased Income/ (Expenses
reduced)
Total 36,967,095 16,567,208
Adjustment recognized in current year in relation to the
current tax of prior years - 21,791,841
Current Tax 36,967,095 38,359,049
(Nu.)
12. Basic Earnings per Share 2021 2020
Total comprehensive income for the year, net of tax 103,953,271 16,864,977
Number of shares 60,025,223 60,025,223
Basic Earnings Per Share 1.73 0.28
(Nu.)
13. Cash & Cash Equivalents 2021 2020
Local currency on hand 266,705,065 250,700,768
Balance with RMA 1,251,851,065
Foreign currency on hand 2,279,045 2,477,254
Balance with Banks in Bhutan 156,883,000 67,797,751
Balance with Banks in India & Abroad 422,401,661 693,713,918
Balance with Banks in Bhutan 100,993,855
2,201,113,690 1,014,689,690
Less: Allowance for Expected Credit Loss (1,055,376) (513,453)
2,200,058,314 1,014,176,237
(Nu.)
14. Balances with Central Bank of Bhutan (RMA) 2021 2020
Balance with RMA (Reclassified to Cash & Cash
Equivalents) - 740,436,119
Cash Reserve Requirement with RMA 777,311,025 708,753,707
Balances with Central Bank of Bhutan(RMA) 777,311,025 1,449,189,826
15. Placements with other banks 2021 2020
Fixed Deposits with banks in Bhutan & abroad 12,783,327 1,003,476,867
Balance with Banks in India & abroad - -
Less: Allowance for Expected Credit Loss (882,556) (947,099)
Total 911,900,771 1,002,529,767
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(Nu.)

16. Gross loans & receivables 2021 2020
Gross loans & receivables 8,8608,246,406 8,440,262,427
Less: Unamortized Staff loan (94,487,353) (31,862,275)
8,773,759,053 8,408,400,152

Less: Impairment on Loans and Advances
Individual impairment 1,466,204 -
Collective impairment 277,512,520 379,900,827
Total Impairment (278,978,725) (379,900,827)
Net Loans and Receivables 8,494,780,328 8,028,499,326
Loans & Advances to Customers 2021 2020

Term Loan 7,240,552,392 6,836,360,827
Overdrafts 1,183,804,025 1,148,369,208
Bills discounted - 99,266,768
Working Capital Loans 176,926,510 257,744,532
Loans Under Litigation - -
Interest Receivable 266,963,479 98,521,092

8,868,246,406 8,440,262,427
Less: Unamortized Staff Loans (94,487,353) (31,862,275)

Less: Impairment allowance for loans and
advances

(278,978,725)

(379,900,827)

Total 8,494,780,328 8,028,499,326
17. Equity instruments - at cost (Nu.)

As at 31st December 2021 2020

Statutory Investments

Investment in FITI (4.62% of Share Capital of FITI) 6,000,000 6,000,000

Investment in CIB (7% of Share Capital of CIB) 1,750,000 1,750,000

Total 7,750,000 7,750,000

Since the investments in FITI and CIB are non-corporate investments with no dividends or returns
paid on the investments and due to non-availabity of fair value data, the fair value of the
investments are not carried out. FITT and CIB are not listed on stock exchange.

18. Equity instruments (FVPL) (Nu.)
As at 31st December 2021 2020
BNBL 37,714,281 -
RICBL 361,621,477 -
Gain/(Loss) on fair valuation (7,760,438) -
Total 391,575,320 -
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19. Debt Instruments (Nu.)

As at 31st December 2021 2020
Investment in Bonds 349,334,000 349,334,000
Add: Interest receivable reclassified 6,955,774 8,740,070
Less: Allowance for Expected Credit Loss (3,335,271) (3,244,543)

352,954,504 354,829,528

(Nu.)
2(0. Defined Benefit Asset (Liability) 2021 2020
Net defined benefit asset at the beginning of current period (601,929) (4,672,272)
Current Service Cost 501,828 (3,121,113)
Amount recognized in the income statement 90,943 (258,272)
Amount recognized in the OCI 61,496 1,319,885
Contributions paid into the plan 5,637,315 15,000,000
Benefits paid by the employer - 253,460
Acquisitions credit/ (cost) - (9,123,617)
Net defined benefit asset at the end of current period 5,689,653 (601,929)
Defined Benefit Plan:

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 ( ¢ ) 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 salary. The maximum
amount an employee is entitled to receive was Nu 1.5 million until 2020 reporting period. The
maximum ceiling is not applicable w.e.f 2021 but an employee has to fulfill regular service of 10
years to be eligible for gratuity payment. 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 by 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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(Nu.)

Details of Fair Value of Plan Assets as on 31 December 2021 2020
Fair Value of Assets at the beginning of the Current Period

16,169,034 8,552,791
Acquisition adjustment (9,123,617) (9,123,617)
Contribution Paid into the Plan 5,637,315 15,000,000
Expected return on Plan Assets 961,486 961,486
Benefits Paid - -
Return on Plan Assets greater or less than discount rate 778,374 778,374

14,422,592 16,169,034
Expected Benefit Payments for the year ending 2021 2020
31st December 2021 1,871,731 1,871,731
31st December 2022 2,189,859 2,189,859
31st December 2023 2,647,207 2,647,207
31st December 2024 3,120,866 3,120,866
31st December 2025 2,830,103 2,830,103
31st December 2026 to 31st December 2030 17,695,094 17,695,094
Scheme Asset Allocation 2021 2020
Investment with BIL 2,000,000 2,000,000
Gratuity Payable Account 13,000,000 13,000,000
Total 15,000,000 15,000,000

Sensitivity of assumption employed in actuarial valuation
Defined
Defined Benefit Benefit

31.12.2021 Obligation Obligation
1) Discount Rate
Base Discount Rate of 8.40% 16,770,963
Discount Rate of 9.40% (+1%) 15,601,441 (1,169,522)
Discount Rate of 7.30% (-1%) 16,946,697 1,345,256
2) Salary Escalation Rate
Base Salary Escalation Rate of 6% 16,770,963
Salary Escalation Rate of 7 %( +1%) 18,060,088 1,289,125
Salary Escalation Rate of 5%(-1%) 16,919,462 (1,140,626)
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31.12.2020 Defined Benefit Defined
Obligation Benefit
Obligation

1) Discount Rate

Base Discount Rate of 8.40% 16,770,963

Discount Rate of 9.40% (+1%) 15,601,441 (1,169,522)

Discount Rate of 7.30% (-1%) 16,946,697 1,345,256

2) Salary Escalation Rate

Base Salary Escalation Rate of 6% 16,770,963

Salary Escalation Rate of 7 %( +1%) 18,060,088 1,289,125

Salary Escalation Rate of 5%(-1%) 16,919,462 (1,140,626)

Summary of Actuarial Assumptions 31.12.21 31.12.20

Discount Rate (%) 8.4 8.4

Salary Escalation Rate (%) 6 6

Employee Turnover Rates (%) 8 8

100% of

100%o0f IALM TALM (2006-

Mortality Rates (2006-08) 08)

21. Other Financial Assets

As at 31st December 2021 2020

Sundry Receivables 2,713,357 105,000

Security Deposits 1,354,068 1,117,268

Total 4,067,424 1,222,268

Sundry Receivables and Security Deposits were not measured at amortized cost or fair value since
the figures were not material.

22. Other Assets (Nu.)

As at 31st December 2021 2020

Investment in banks 23,180,334 15,000,000

Advance Tax paid - 1,652,845

Stock of Stationery 5,286,476 10,278,736

Asset Pending Foreclosure 0,637,241

Others (loan routine, settlement bridge) 76,305,748 22,035,716

Prepaid Staff Expense 141,730,473 31,862,275

Prepayments 4,778,653 3,776,871
301,918,924 84,606,442

74 T Bank Annual Report 2021




The Movement in Pre-Paid Staff cost 2021 2020
As at 1st January 31,862,275 25,750,035
Add / (Less): Adjustment for new grants & settlements 74,886,886 18,160,435
Less: Charge to Personnel cost (12,261,807)  (12,048,195)
As at 31st December 94,487,353 31,862,275
23. Property, Plant and Equipment
Cost/Revalued . Computer Other IT ATI.VI Fixture & Security Furniture
Amount: Land Vehicles hardware  Equipments Equipments Machines — Improvement Equipments & fixtures Total
& Switch of Bldg
ZA[IZ(:)I January 4392320 31921362 25350,684 21696244 16415446 13483731 2533308 17,565,144 133,358,239
Additions 63966735 3,594,138 8148380 4041217 32,788,021 662,308 6,659,979 24,500 1,678,662 58,236,872
Revaluation - - - - - - - - - -
Disposals (3,306,726)  (348,160) (3750000  (375,000) (4,404,886)
At31
;)[fzc;mb“ 639,667 4679732 397215582 29016901  54,109265 17,077,754 20,143,710 1557808 19243806 187,190,225
Additions 2498348 517,202 363,880 3,230,008 346,720 994,467 4,487,094 12,437,719
Disposals (631,200) (631,200)
At31
';lfzclemb” 639,667 4,679,732 42219930 29,534,103 54,473,145 20,307,762 20,490,430 3552275 93009701 198,996,744
ATM Fixture & . .
ﬁzc::;l};‘:t;e: Vehicles  Computer E (')ﬂ;fernts E '1:1911 s Machines  Improvement E Se_c';:etzts 2“; n:“:zg Total
preciali hardware quip quip & Switch of Bldg quip 1iu
’2‘(;2%1 January - 2147964 19,640,708 15827466 12,238,656 9,014,634 4345372 2,041,943 9,840,797 75,097,541
;:;arrge for the 740,188 3476998  2457,033 4835032 1,621,566 2,109,448 140,791 1,563,145 16,944,200
Disposals (1,930,166)  (307,049) (2,237.215)
At31
December - 957,986 22,810,656 18,284,499 17,073,688 10,636,200 6454820 2,182,734 11,403,943 89,804,526
2020
Additions 701,960 3968483 2614146 6,627,506  1,858244 2,686,861 151,391 1,906,586 20,515,176
Disposals (385,863) (385,863)
At31
December - 1,659,946 26,779,139 20,898,645 23,701,194 12,494,443 9,141,681 2,334,125 12,924,665 109,933,839
2021
Net Book
value
ZD(Z:chmber 2244356 12,280,654 9523218 9457588 7400813 9,138,359 491,364 7724347 58,260,698
zDiigmber 639,667 3,721,746 16910925 10,732,402 37,035,577 6441555 13,688,890 375,073 7,839,864 97,385,699
2021 3019786 15440,790 8635458 30771951 7813319 11,348,749 1218,150 10,175,035 89,062,906
December
T Bank Annual Report 2021 75




76

24. Intangible Assets (Bank)

Cost: Software (Nu.)
At 31 December 2020 91,664,539
Additions 728,588
Disposals
At 31 December 2021 92,393,127
Acc. Dep:
At 31 December 2020 46,003,257
Additions 10,745,730
Disposals
At 31 December 2021 56,748,987
Net book value:
At 31 December 2019 29,811,138
At 31 December 2020 45,661,282
At 31 December 2021 35,644,140
(Nu.)
25. Due to Customers 2021 2020
Fixed Deposit 5,135,803,720 3,922,631,350
Recurring Deposit 128,502,451 97,514,050
Savings Deposits 3,059,294,696 2,751,940,526
Current Accounts 1,301,479,778 928,543,092
Interest Payable 392,776,592 315,019,448
Deposit EIR adjustment (14,304,241) (7,932,158)
Total 10,003,552,996 8,007,716,309
26. Due to Other Banks 2021 2020
Bank of Bhutan Limited 700,000,000 700,000,000
Bhutan Development Bank Limited 416,000,993 882,629,649
Bhutan National Bank Limited 200,000,000 300,000,000
Druk PNB Limited 423,500,000 523,500,000
Total 1,739,500,993  2,406,129,649
27. Debts issued and other borrowed Funds 2021 2020
Subordinate term debt (Bonds of RGoB) amounting
to Nu.150,000,000 and Nu.350,000,000 issued for 440,000,000 470,000,000
10 years and 7 years @ coupon rate of 6% p.a. and
9% p.a.
Total 440,000,000 470,000,000
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(Nu.)

28. Current Tax Liabilities (Net of advance paid) 2021 2020
Balance as at 1st January 38,359,049 64,733,499
Assessed tax paid/payable for earlier years

Current year provision 36,967,095 38,359,049
Less: Payment of tax (38,359,049) (64,733,499)
Less: Advance tax paid (2,189,700)

Balance as at 31st December 34,777,395 38,359,049
Deferred Tax Liabilities 1,422,413

Total Tax Liability 36,199,808 38,359,049

29. Analysis of Financial Instruments by Measurement Basis

Financial instruments are measured on an ongoing basis either at fair value or at amortized cost.

The summary of Significant Accounting Policies describes how each category of financial

instruments is measured and how income and expenses, including fair value gains and losses, are

recognized. The following table analyses the carrying amounts of the financial instruments by

category as defined in Bhutanese Accounting Standard - BAS 39 (Financial Instruments:

Recognition & Measurement) under headings of the Statement of Financial Position.

As at 31-Dec-2020-Bank Held for— Amortized Held to AFS Total
Trading Cost maturity

Analysis of Financial Instruments
by Measurement Basis
Financial Assets
Cash & cash Equivalents 1,014,176,237 1,014,176,237
Cash & Balances with Central Bank 1,449,189,826 1,449,189,826
Placement with other Banks 1,002,529,767 1,002,529,767
Loans & Advances to Customers 8,028,499,326 8,028,499,326
Equity Instruments (at amortized 7,750,000 7,750,000
cost)
Debt Instruments 354,829,528 354,829,528
Other Financial Assets: -
Sundry Receivables 105,000 105,000
Security Deposits 1,117,268 1,117,268

Financial Liabilities

Due to Customers

Due to Banks

Debts issued and Other Borrowed
Funds

Other Financial Liabilities

8,007,716,309
2,406,129,649

470,000,000
258,527,765

8,007,716,309
2,406,129,649

470,000,000
258,527,765
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Analysis of Financial Instruments by Measurement Basis 2021

Financial Assets Held .for Amortized Held'to AFS Total

Trading Cost maturity
Cash & cash Equivalents 2,200,058,314 2,200,058,314
Cash & Balances with Central Bank 777,311,025 777,311,025
Placement with other Banks 911,900,771 911,900,771
Loans & Advances to Customers 8,494,780,328 8,494,780,328
Equity Instruments (at amortized cost) 7,750,000 7,750,000
Equity Instruments (FVPL) 391,575,320 391,575,320
Debt Instruments 352,954,504 352,954,504
Other Financial Assets: -
Sundry Receivables 2,713,357 2,713,357
Security Deposits 1,354,068 1,354,068
Financial Liabilities -
Due to Customers 10,003,552,996 10,003,552,996
Due to Banks 1,739,500,993 1,739,500,993
1]:)5:(;53 issued and Other Borrowed 440,000,000 440,000,000
Other Financial Liabilities 271,010,007 271,010,007

Reflected in Statement Reflected in Statement of
30. Deferred Taxation of Financial Position Comprehensive Income
Deferred Tax Assets, Liabilities and Nu. Nu.
Income Tax relates to the followings

2021 2020 2021 2020

Deferred Tax Assets, Liabilities and
Income Tax relates to the followings
Defined Benefit Asset 1,422,413  (180,579) 1,241,835 (1,582,260)
Deposit EIR - 7,219,199 7,219,199 (2,379,647)
GAAP vs. BFRS Loan Provision - (9,155,857) (9,155,857) 11,084,975
PBVA (2,779,338) 2,779,338
Total (1,356,925) (2,117,236) (2,779,338) 2,084,515 7,123,068

Since, the DRC now requires bank to file tax based on the taxable income calculated as per the
BAS Accounts the deferred tax is not applicable for deposit EIR and difference in amount of

provision between GAAP and BFRS.
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(Nu.)

31. Other Liabilities 2021 2020

Financial

Sundry Creditors 67,885,243 30,620,633

Provision Against Off-Balance Sheet items 39,313 37,976

Others 203,085,451 227,869,156

Provision for Dividend/Retained Earning - -

Non Financial

Others 601,929

Total 271,010,007 259,129,694
(Nu.)

32. Share Capital 2021 2020

Share Capital (60,025,223.00 shares of Nu.10/- each fully

paid) 600,252,230 600,252,230

Bonus Shares issued - -

Right Shares issued - -

Total Share Capital 600,252,230 600,252,230

32.1 Reconciliation of Equity Share Capital

Number of Shares

As at 31st December 2020 60,025,223 60,025,223

Change during the year - -

As at 31st December 2021 60,025,223 60,025,223
(Nu.)

33. Reserve & Surplus 2021 2020

Retained Earnings

Opening Balance 271,160,239 265,476,903

Profit during the year as per Statement Comprehensive 103,953.271 16.864.977

Income

Other Comprehensive Income, net of tax 46,122 923,920

Adjustments (Bonus Shares issue) - -

Add: Addition during the year to Exchange Fluctuation (54.115) (14.043.453)

Reserve

Transfer during the year (8,000,000) -

Share Premium Account - -

Asset Pending Foreclosure Reserve (APFR) 49,114,965

BFRS Adjustment (Ref -Note below 33.1) 28,200,742 1,937,891

Balance as per BAS/BFRS 444,421,224 271,160,239
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Exchange Fluctuation Reserve

Opening Balance 32,501,277 18,457,824
Addition during the year 54,115 14,043,453
Closing Balance 32,555,391 32,501,277

HRD Reserve Fund
Opening Balance - -

Addition during the year 8,000,000 -
Closing Balance 8,000,000 -
Total Reserves & Surplus 484,976,615 303,661,515

33.1 The Company has adopted BFRS — 9 in the year 2018 and prepared the BAS complied
financial statements for the year 2021. The BFRS Adjustment reconciliation is shown below:

Opening Balance (due to BFRS adoption from SOFP) 23,189,295 337,815
Addition during the year from SOFP: 16,551,564 (23,189,295)
Addition during the year from SOCI: (11,540,117) 24,789,371
Total 28,200,742 1,937,891

34. Commitment and Contingencies

To meet the financial needs of customers in the ordinary course of business, the Bank enters into
various irrevocable commitments and incurs certain contingent liabilities. These consist of
financial guarantees, letters of credit and other undrawn commitments to lend. Even though these
obligations may not be recognized 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 specific 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 2021 2020
Contingent Liabilities

Performance Guarantees 70,502,563 99,013,216
Financial Guarantees 96,907,738 110,853,878
Import Letter of Credits 380,203,171 216,662,948
Other

Income tax demand not acknowledged as debt - -
Commitment & contingencies 547,613,472 426,530,042
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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 effects which the claims may have on its financial
standing. At the year end, the Bank has no such unresolved legal claims.

35. Related Party Disclosures

The Bank carries out transactions in the ordinary course of business with the parties who are
defined 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 identifiable 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
influence or be influenced by that KMPs in their dealing with the entity. They may include KMPs
domestic partner and children of the KMPs domestic partner and dependants of the KMPs and the
KMPs domestic partner.

35.2.1 Transactions with Key Managerial Personnel (KMPs)

(Nu)
For the Year Ended 31st December 2021 2020
Remuneration paid to CEO 5,076,114 4,309,822
Sitting Fees paid to CEO 182,000 161,000
Directors’ fees & expenses 1,061,135 1,044,017
Total 6,319,249 5,514,839
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In addition to the above, the bank has also paid non cash benefits such as fuel and medical expenses
to KMPs in line with the approved benefit plans of the banks.

35.2.2 Loans and Advances to KMPs and their CFMs are detailed below:

2021 2020 Average Balance
- Closing - Closing - Closing
Limit Balance Limit Balance Limit Balance
Loansand 1\ o | 7494706 | 9,181,400 | 8063359 | 9.181.400 | 7.744.032
Receivables

*As per the amendment to the directives on financial institutions' employee incentive loan issued
vide letter No. RMA/DFRS/34/2020-2021/4152 dated 15 June 2021, the loan and receivable limit
to the KMPs and CFMs are not applicable from 2021.

35.2.3 Deposits from KMPs and their CFMs are detailed below:

82
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2021 2020
Deposits 294,714 290,903
35.2.4 Deposits from KMPs and their CFMs are detailed below:

Loans & receivables: 2021 2020
BCCL Overdraft Facility 17,058,992 20,198,042
BCCL Overdraft Facility 30,206,807 31,098,268
BCCL-OWMI Overdraft Facility 69,479,457 93,677,166
Bhutan Fruit Products Overdraft Facility 20,746,289 20,855,459
Bhutan Fruit Product Private Limited Overdraft Facility 4,628,039 -
BFAL Overdraft Facility 54,161 -
Druk Petroleum Corporation Overdraft Facility 5,796,227 -
Tashi Thuendrei Lerig Overdraft Facility 24,617,123 25,323,249
Tashi Metals Private Limited Overdraft Facility - -
Tashi Metals Private Limited Term Loan 72,016,106 68,285,933
Tashi Tours and Travel Overdraft Facility 63,409 93,908
Tashi Tours and Travel Term Loan 115,446
Bhutan Airlines Term Loan 33,112,011 31,614,509
Tashi Air-OWST Overdraft Facility 59,069,093 53,626,274
Tashi InfoComm Ltd. Term Loan 55,504,764 83,459,998
Dasho Topgyal Dorji Overdraft Facility 26,917,950
Tashi Commercial Corporation Overdraft Facility 1,496,536 1,292,716
Tashi Commercial Corporation Head office Term Loan - 61,942,365
Tashi Commercial Corporation Head office ~ Overdraft Facility - -
Tashi Commercial Corporation Head office Overdraft Facility 19,423,113 32,680,444



Tashi Beverages Limited Term Loan 940,003 1,219,048
Tashi Beverages Limited Term Loan 20,951,757 55,373,321
Tashi Beverages Limited Term Loan 1,946,853 2,419,013
Tashi Beverages Limited Term Loan 1,013,894 1,214,107
Tashi Beverages Limited Term Loan 939,476 -
Tashi Beverages Limited Term Loan 77,935,062 -
Tashi Commercial Complex Overdraft Facility 22,724,048 22,997,800
Tashi Spare parts Overdraft Facility -
Tashi Phuntsholing Complex Term Loan -
Tashi Industries Corporation Overdraft Facility 590,209 970,297
RICBL Overdraft Facility -
Bhutan Oil Distributors Overdraft Facility -
SKW Tashi Metals & Alloys Pvt. Ltd. Overdraft Facility -
TICMATHA Overdraft Facility -
TRTI Overdraft Facility -
Hotel Druk Overdraft Facility 2,246,752
Documentary Credits
Bhutan Hyundai Motors 110,143,744 58,267,282
Guarantees
Bhutan Airlines 5,521,500 62,233,800
Tashi Infocomm Ltd. 3,373,589
Bhutan Hyundai Motors
Bhutan Oil Distributors
Bhutan Carbide and chemical limited
Corporate Bonds
Tashi Air Pvt. Ltd. 20,000,000
Total 679,352,262 758,123,147
35.4 Goods and Services Purchased (Nu.)
For the year ended 31st December 2021 2020
Tashi Real Estate Pvt. Ltd 6,574,419 6,416,408
Bhutan Brewery Pvt. Ltd. 360,000 360,000
Tashi InfoComm Ltd. 3,283,592 2,004,623
Hotel Druk 476,938 121,566
RICBL 278,496 371,533
10,973,444 9,274,129

35.5 Transactions with Subsidiaries
The bank has no subsidiaries

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.
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38. 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.

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. For 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 instrument’s
fair value, with greater weight given to information that is considered to be more relevant and
reliable.

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.

31st December 2021 Level 1 Level 11 Level 111
Financial Investment 391,575,320 7,750,000
31st December 2020

Financial Investment at cost 7,750,000
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A. Determination of fair value hierarchy

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. For
Investment in equity instrument, the management has considered the value of the investment at
cost. For financial assets and liabilities that have a short term maturity it 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.

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

2021 (Nu.) 2020 (Nu.)
Carrying Fair Value Carrying Fair Value
Value Value

Financial Assets

Cash & cash equivalents 2,200,058,314  2,200,058,314 1,014,176,237 1,014,176,237
Balances with Royal Monetary 777,311,025 777,311,025 1,449,189,826 1,449,189,826
Authority of Bhutan

Placements with Banks 911,900,771 911,900,771 1,002,529,767 1,002,529,767

Loans & Advances to Customers 8,868.246.406 8494780328 8440262427 8.028.499.326
ff;;ty Instruments (at amortized 7.750.000 7.750,000 7,750,000 7.750,000
Equity Instruments (FVPL) 399,335,758 391,575,320 - -
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Debt Instruments 349,334,000 352,954,504 358,074,070 354,829,528
Other Financial Assets 4,067,424 4,067,424 1,222,268 1,222,268
Financial Liabilities

Due to customers 10,017,857,237 10,003,552,996 8,015,648,467 8,007,716,309

Due to Banks 1.739,500,993  1,739,500,993 2.406,129,649 2.406,129,649
FDEEZ Issued & Other Borrowed 440,000,000 440,000,000 470,000,000 470,000,000
Other Financial Liabilities 271,010,007 271,010,007  258.527.765  258.527.765

38. Risk Management
38.1 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
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.

Maximum Net
31st December 2021 Exposure to credit Net Collateral Exposure
Risk (Nu)
Financial Assets
Placement with other Banks 911,900,771 911,900,771
Loans & Advances to Customers 8,494,780,328 12,135,400,469 -
Financial Investments Held to
Maturity 7,750,000 7,750,000
Equity Instruments (F'VPL) 391,575,320 391,575,320
Investment's in Bonds 352,954,504 352,954,504
Other Financial Assets 4,067,424 4,067,424
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31st December 2020

Maximum
Exposure to credit
Risk (Nu)

Net
Collateral

Net Exposure

Financial Assets

Placement with other Banks

Loans & Advances to
Customers

Financial Investments Held to

Maturity
Investment's in Bonds
Other Financial Assets

1,002,529,767
8,028,499,326

7,750,000
354,829,528
1,222,268

11,469,284,751

1,002,529,767

7,750,000
354,829,528
1,222,268

Credit quantity 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. 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’.

Neither past

due nor Past due but Individuall
31 December 2021 Individually not impaired Impaired ’ Total

impaired
Cash & cash Equivalents 2,200,058,314 - - 2,200,058,314
Cash & Balances with Central
Bank 777,311,025 - - 777,311,025
Placement with other Banks 911,900,771 - 911,900,771
Loans & Advances to Customers 7,317,412,853 1,005,048,588 172,318,888 8,494,780,328
Equity Instruments 7,750,000 - - 7,750,000
Debt Instruments 352,954,504 - - 352,954,504
Other Financial Assets 4,067,424 - - 4,067,424
Total 11,571,454,891 1,005,048,588 172,318,888 12,748,822,366

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

Class of Financial Assets.
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Past due but not impaired
Loans & Advances Les:) I:;z;n 30 31-60 Days | 61-90 Days N;(())r:; :;san Total
Personal Loans 42907,110 | 14,617,074 5,035,605 | 44,789,384 107,349,173
Other Loans 119,234,871 | 27,099,372 4,181,345 | 95,090,742 | 245,606,330
Service and Tourism 65,985,501 - 96,276,980 | 76,017,613 238,280,094
Loans against shares -
Overdraft 100,000 | 92,289,874 | 26,790,698 | 146,929,418 | 266,109,990
Housing Loans 112,310,427 | 28,188,428 - 7,204,146 147,703,001
Loans & receivables to | 545 37 910 | 162,194,747 | 132,284,629 | 370,031,303 | 1,005,048,588
other customers
Neither past due
31 December 2020 nor Individually Pas't due.but Individually Total
. . not impaired .
impaired Impaired

Cash & cash Equivalents 1,014,176,237 - - 1,014,176,237
Cash & Balances with 1,449,189,826 i - 1,449,189,826
Central Bank
Placement with other Banks 1,002,529,767 - 1,002,529,767
Loans & Advances to 6,336,642,511  1,691,856,815 - 8,028,499,326
Customers
Equity Instruments 7,750,000 - - 7,750,000
Debt Instruments 354,829,528 - - 354,829,528
Other Financial Assets 1,222,268 - - 1,222,268

Total 10,166,340,136 1,691,856,815 - 11,858,196,951

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

Class of Financial Assets.

Past due but not impaired

L h M h
essthan 30 | 4y c0 Days | 61-90 Days | Yiore than Total
Days 90 days
Loans & receivables
424,256,420 | 701,643,357 | 173,544,393 | 392,412,645 | 1,691,856,815
to other customers

Analysis of Risk Concentration

Risk concentrations: maximum exposure to credit risk without taking into account of any collateral
and other credit enhancements. The following tables show the maximum exposure to credit risk

for the components of the Statement of Financial Position, including geography of counterparty.
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NOTES TO FINANCIAL STATEMENTS

Country Risk - Geographical Analysis

As at 31-Dec-2021 Bhutan Asia Australia America Total
Cash & cash Equivalents  1,777,656,653 264,373,340 98,769,130 _ 59,259,191 2,200,058,314
Cash & Balances with
Contral Bank 777,311,025 777,311,025
Placement with other 301,574,465 498,266,895 112,059.411 911,900,771
Banks
Loans & Advances to 8,494.780,328 8,494.780,328
Customers
Equity Instruments 399,325,320 399,325,320
Debt Instruments 352,954,504 352,954,504
Other Financial Assets 4,067,424 4,067,424

Regional Break-up of Loans(Net Loans)

Gelephu 342,219,322
Mongar 216,744,159
Paro 544,317,610
Phuentsholing 820,943,912
Samdrupjongkhar 233,081,639
Samtse 131,761,941
Trongsa 61,547,340
Thimphu 5,425,817,100
Trashigang 162,626,844
Wangdue 555,720,461

8,494,780,328

Country Risk - Geographical Analysis

As at 31-Dec-2020 Bhutan Asia Americas Total

Cash & cash Equivalents 320,915,796 693,260,441 1,014,176,237
oo & Balances with Cental ) 449,189,826 1,449,189,826
Placement with other Banks 504,086,138 387,089,385 110,181,902 1,001,357,426
Loans & Advances to Customers 8,018,0064,828 8,018,0064,828
Equity Instruments 7,750,000 7,750,000
Debt Instruments 356,001,869 356,001,869
Other Financial Assets 1,222,268 1,222,268
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NOTES TO FINANCIAL STATEMENTS

Regional Break-up of Loans(Net Loans)

Gelephu 330,038,772
Mongar 201,772,133
Paro 518,520,758
Phuentsholing 870,031,821
Samdrupjongkhar 209,431,686
Samtse 101,805,857
Trongsa 13,505,637
Thimphu 5,074,667,152
Trashigang 148,545,768
Wangdue 549,745,244
Total 8,018,064,828
Industry Analysis
31st December 2021 Industrial ~ Governme Servi?es & Construction Final.lcial Transport Trade & Consumer Others Total
ot tourism Services Commerce
Cash and Cash Equivalents - - - - R
Balances with Central Bank 1,408,734,065  1,408,734,065
Placement with other Banks 911,900,771 911,900,771
Loans & Advances to
Customers 298,101,926 1,813,008450  3,163,403,196 - 279394231 941,589,284 1,438,836,501 560,446,740  8,494,780,328
Equity Instruments 391,575,320 7,750,000 399,325,320
Debt Instruments 17877212 335,077,292 352,954,504
Other Financial Assets 4,067,424 4,067,424
31st December 2020 Industrial ~ Governme Servi?es & Construction Final.lcial Transport Trade & Consumer Others Total
ot tourism Services Commerce
Cash and Cash Equivalents - - - - R
Balances with Central Bank 1,449,189,826  1,449,189,826
Placement with other Banks 1,002,529,767  1,002,529,767
Loans &  Advances to
Customers 319,805,450 1,732,637979  2,979,241,141 214,210,540 907,118,863  1,380,018,201 495,467,152 8,028,499,326
Equity Instruments 7,750,000 7,750,000
Debt Instruments 19,764,633 335,064,895 354,829,528
Other Financial Assets 1,222,268 1,222,268
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Economic sector risk concentrations

within the gross loans and advances to customers are as

follows:
31-Dec-21 As at 31-Dec-2020
Amount (Nu.) % Amount (Nu.) %
Industrial 298,101,926  3.51% 319,805,450  3.98%
Government 0.00% 0.00%
Services & tourism 1,813,008,450 21.34% 1,732,637,979 21.58%
Construction 3,163,403,196 37.24% 2,979,241,141 37.11%
Financial Services 0.00% 0.00%
Transport 279,394,231  3.29% 214,210,540  2.67%
Trade & Commerce 941,589,284 11.08% 907,118,863 11.30%
Consumer 1,438,836,501 16.94% 1,380,018,201 17.19%
Others 560,446,740  6.60% 495,467,152 6.17%
Total 8,494,780,328 100% 8,028,499,326 100%

38.2 Liquidity Risk & Funding management

The tables below summarize the maturity profile of the undiscounted cash flows of the Bank’s
financial assets and financial liabilities as at31st December 2020. Repayments which are subject
to notice are treated as if notice were to be given immediately. However, the Bank expects that
many customers will not request repayment on the earliest date it could be required to pay and the
table does not reflect the expected cash flows indicated by its deposit retention history.

31-Dec-21  ypto3 months 3 to 12 months 1 to 3 years 3-5 years Over 5 years Total
Cash & cash Equivalents 2,200,058,314 2,200,058,314
Cash & Balances with Central Bank 777,311,025 777,311,025
Placement with other Banks 535,764,672 376,136,099 911,900,771
Loans & Advances to Customers 448,133,981 1,289,103,955 357,818,906  1,354993,517  5,044,729.970  8,494,780,328
Equity Instruments (at amortized cost) 7,750,000 7,750,000
Equity Instruments (FV'PL) 391,575,320 391,575,320
Debt Instruments 9,498,793 21,208,219 325,578,233 356,285,245
Other Financial Assets 2,713,357 1,354,068 4,067 424
Total Assets 3,963,981,349  1,676,092,914 749,394,226 1,376,201,736  5,378,058,202  13,143,728,427
Due to Banks 1,652,766,271 86,734,721 1,739,500,993
Due to Customers 2,780.934,540  2,982,069,867  2,362,718,726  1,007,769,156 870,060,707  10,003,552,996
Debts Issued & Other Borrowed Funds 90,000,000 350,000,000 440,000,000
Other Financial Liabilities 211,010,007 60,000,000 271,010,007
Total Liabilities 4,644,710,818  3,068,804,588  2,362,718,726  1,157,769,156  1,220,060,707  12,454,063,996
Net Financial Assets/(Liabilities) (680,729,469)  (1,392,711,674)  (1,613,324,500) 218,432,580  4,157,997,495 689,664,431
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up to 3

31-Dec-20 months 3 to 12 months 1 to 3 years 3-5 years Over S years Total

Cash & cash Equivalents 1,014,176,237 1,014,176,237
Cash & Balances with Central Bank 1,449,189,826 - - - - 1,449,189,826
Placement with other Banks 489,529,767 513,000,000 1,002,529,767
Loans & Advances to Customers 465,303,481 1,416,342,661 374,933,069 1,097,061,168  4,664,424,450 8,018,064,828
Equity Instruments (at amortized cost) 7,750,000 7,750,000

Debt Instruments 19,764,633 335,064,895 354,829,528
Other Financial Assets 1,222,268 1,222,268
Total Assets 3,419,421,579  1,929,342,661 374,933,069 1,116,825,800  5,007,239,345  11,847,762,453
Due to Banks 1,994,349,917 411,779,732 2,406,129,649
Due to Customers 2,304,513,355 1,639,544,148 1,747,812,310 922,648,481 1,393,198,016 8,007,716,309
Debts Issued & Other Borrowed Funds 150,000,000 320,000,000 470,000,000
Other Financial Liabilities 63,854,260 91,929,611 103,367,218 259,151,088
Total Liabilities 4,362,717,532  2,143,253,490 1,851,179,528 1,072,648,481  1,713,198,016  11,142,997,046

Net Financial Assets/(Liabilities) (943,295,953) (213,910,829)  (1,476,246,459) 44,177,320 3,294,041,329 704,765,407

38.3 Contractual Maturities of Commitments and Contingencies

The table below shows the contractual expiry by maturity of the Bank’s contingent liabilities and
commitments. Each undrawn loan commitment is included in the time band containing the earliest

date it can be drawn down. For issued financial guarantee contracts, the maximum amount of the
guarantee is allocated to the earliest period in which the guarantee could be called.

Less than 3 3-12 1-3 Years 3-5 Over Total
Months Months Years 5
Years
As at 31 Dec 2021
Contingencies
Financial Guarantees 44,365,617 43,008,803 9,533,318 96,907,738
Performance
Guarantees 18,868,408 51,284,155 350,000 70,502,563
Import Letter of Credits 344,134,215 36,068,956 380,203,171
Total Contingencies 547,613,472
Less than 3-12 1-3 Years 3-5 Over Total
3 Months Months Years 5
Years
As at 31 Dec 2020
Contingencies
Performance
Guarantees 6,555,811 77,696,385 14,761,020 99,013,216
Financial Guarantees 47,403,878 63,450,000 110,853,878
Import Letter of Credits 183,222,788 33,440,160 216,662,948
Total Contingencies 237,182,477 174,586,545 14,761,02( - - 426,530,042
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38.4 Market Risk - Interest Rate Risk

The below table analyses the bank interest rate risk exposure on non-trading financial assets and
liabilities. The bank's assets & liabilities are included at carrying amount and categorized by the

earlier of contractual re-pricing or maturity dates.

Upto3

31-Dec-21 3-12 Months 1-3 Years 3-5 Years Over 5 Years Total
Months
Placement with 535,764,672 376,136,099 - - - 911,900,771
other Banks
Loans & Advances 10 133991 1280103955  357.818.906 1354993517 5044720970  8.494.780.328
to Customers
Debt Instruments - 9,498,793 - 21208219 325578233 356285245
Total Assets 983,898,653  1,674,738,847 357,818,906 1,376,201,736 5,370,308,202  9,762,966,344
Due to Banks 1,652,766,271 86,734,721 ; ; - 1,739,500,993
Due to Customers  2,780,934,540  2.982.069.867  2.362,718,726 1,007,769.156 870,060,707 10,003,552,996
Debts Issued &
Other Borrowed - ; = 90,000,000 350,000,000 440,000,000
Funds
Total Liabilities 4,433,700,811  3,068,804,588  2,362,718,726 1,097,769,156 1,220,060,707 12,183,053,989
Interest Rate (3,449,802,158) (1,394,065,741) (2,004,899,821) 278,432,580 4,150,247,495 (2,420,087,645)
sensitivity Gap
Upto3
31-Dec-20 3-12 Months 1-3 Years 3-5 Years Over 5 Years Total
Months
Placement with 489,529,767 513,000,000 ; - - 1,002,529,767
other Banks
Loans &
Advances to 465,303,481 1,416,342,661 374,933,069 1,097,061,168 4,664,424,.450  8,018,064,828
Customers
Debt Instruments - - - 19,764,633 335,064,895 354,829,528
Total Assets 954,833,248 1,929,342,661 374,933,069 1,116,825,800 4,999.489.345  9,375.424,123
Due to Banks 1,994,349.917 411,779,732 - - - 2.406,129,649
Due to Customers  2,304,513,355 1,639,544,148  1,747.812,310 922,648,481 1393,198,016  8,007,716,309
Debts Issued &
Other Borrowed - - - 150,000,000 320,000,000 470,000,000
Funds
Total Liabilities 4,298.863,272 2,051,323,880  1,747,812,310 1,072,648,481 1,713,198,016 10,883,845,958
Interest Rate
sensitvity Gap (3,344,030,024) (121,981,219) (1,372,879,241) 44,177,320 3,286,291,329 (1,508,421,837)
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38.4.1 Market Risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate
due to changes in market variables such as  interest rates, foreign exchange rates, commodity
prices and equity prices. The Bank classifies exposures to market risk into either trading or non
trading portfolios and manages each of those portfolios separately.

38.4.2 Interest Rate Risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash
flows or the fair values of financial instruments. The Bank’s policy is to continuously monitor
positions on a daily basis and various strategies are used to ensure positions are maintained within
prudential levels. The following tables demonstrate the sensitivity of the Bank’s Statement of
Comprehensive Income as at 31st December 2019 and 31st December 2020 to a reasonable
possible change in interest rates, with all other variables held constant.

Rate Sensitive Assets (RSA) & Rate Sensitive Liabilities (RSL) as at 31st December

2021 2020
Rate Sensitive Assets (RSA)* 9,762,966,344 9,375,424,123
Rate Sensitive Liabilities (RSL)* 12,183,053,989 10,883,845,958
GAP (RSA -RSL) (2,420,087,645) (1,508,421,836)

Impact on Income Statement due to Interest Rate Shocks as at 31st December

Interest Rate Shock 2021 2020
0.50% (12,100,438) (7,542,109)
1.00% (24,200,876) (15,084,218)
-0.50% 12,100,438 7,542,109
-1.00% 24,200,876 15,084,218
38.5 Current Risk

The table below indicates the currencies to which the bank had significant exposure as at 31
December 2021. The analysis calculates the effect of a reasonable possible movement of the
currencies against the Ngultrum (Nu).

2021 2020
Change in Effect on Effect on Change in Effect on profit .
currency rate | profit before . currency rate Effect on Equity
. Equity . before tax
in % tax in %
USD 216,459 162,344 4.75% 56,173,811 39,321,667
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38.6 Operational Risk

Operational risk is the risk of losses arising from failed internal processes, systems failure, human
error, fraud or external events. When controls fail to perform, operational risks can cause damage
to reputation, have legal or regulatory implications, or lead to financial loss.

Reputational Risks are not covered in Operational Risk. Operational Risks of the Bank are
mitigated and managed through a Board approved Operational Risk Management Policy control

framework which consists of monitoring and responding to potential risks.

38.7 Maturity Gap Analysis

Within 12 After 12
As at 31 Dec 2021 Months Months Total
Assets
Cash & cash Equivalents 2,200,058,314 - 2,200,058,314
Cash & Balances with Central Bank 777,311,025 - 777,311,025
Placement with other Banks 911,900,771 - 911,900,771
Loans & Advances to Customers 1,737,237,936 6,757,542,392 8,494,780,328
Equity Instruments (at amortized cost) - 7,750,000 7,750,000
Equity Instruments (FVPL) - 391,575,320 391,575,320
Debt Instruments 9,498,793 346,786,452 356,285,245
Defined Benefit Assets - 5,689,653 5,689,653
Other Financial Assets 4,067,424 - 4,067,424
Other Assets 301,918,924 - 301,918,924
Property, Plant & Equipment - 89,062,906 89,062,906
Intangible Assets - 35,644,140 35,644,140
Deferred tax assets - 2,779,338 2,779,338
Total Assets 5,941,993,187 7,636,830,201 13,578,823,389
Liabilities
Due to Customers 5,763,004,407 4,240,548,590 10,003,552,996
Due to Banks 1,739,500,993 - 1,739,500,993
Debt issued and Other Borrowed Funds - 440,000,000 440,000,000
Current Tax Liabilities 34,777,395 - 34,777,395
Deferred Tax Liability - 1,422,413 1,422,413
Other Liabilities 135,505,004 135,505,004 271,010,007
Total Liabilities 7,672,787,797 4,817,476,006 12,490,263,804
Maturity Gap (1,730,794,610) 2,819,354,195 1,088,559,585
Cumulative Gap (1,730,794,610) 1,088,559,585
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Within 12

As at 31 Dec 2020 Months After 12 Months Total
Assets
Cash & cash Equivalents 1,014,176,237 - 1,014,176,237

Cash & Balances with Central Bank
Placement with other Banks
Loans & Advances to Customers

1,449,189,826
1,002,529,767
1,881,646,142

6,136,418,686

1,449,189,826
1,002,529,767
8,018,064,828

Equity Instruments - 7,750,000 7,750,000
Debt Instruments - 354,829,528 354,829,528
Defined Benefit Assets - (601,929) (601,929)
Other Financial Assets 1,222,268 - 1,222,268
Other Assets 84,606,442 - 84,606,442
Property, Plant & Equipment - 97,385,699 97,385,699
Intangible Assets - 45,661,282 45,661,282
Total Assets 5,433,370,682 6,641,443,266 12,074,813,948
Liabilities

Due to Customers 3,944,057,503 4,063,658,807 8,007,716,310
Due to Banks 2,406,129,649 - 2,406,129,649
Debt issued and Other Borrowed Funds - 470,000,000 470,000,000
Current Tax Liabilities 38,359,049 - 38,359,049
Deferred Tax Liability - 5,366,989 5,366,989
Other Liabilities 129,564,847 129,564,847 259,129,694
Total Liabilities 6,518,111,048 4,668,590,643 11,186,701,691
Maturity Gap (1,084,740,366) 1,972,852,623 888,112,257
Cumulative Gap (1,084,740,366) 888,112,257

39 Management of Capital

The Bank's main objectives of managing capital are:

(i) to comply with the Capital Requirements set by the Royal Monetary Authority and debt
covenants;

(i1) to safeguard the Bank's ability to continue as a going concern; and

(ii1) to maintain a sufficient capital base to achieve a Capital Adequacy Ratio of the Bank based
on Prudential Regulations 2017 issued by Royal Monetary Authority of Bhutan of at least 10%.

Capital Adequacy Ratio is monitored daily for compliance with the requirements set by the Royal
Monetary Authority and monthly for other objectives of Capital Management.

The Bank's policy of Capital Management is designated to maintain the capital base sufficient to
keep the confidence of stakeholders and to secure the future development of the Bank. The Royal
Monetary Authority establishes and monitors capital adequacy limits for the Bank. The Bank
performs medium and long term planning of growth in the asset side considering sufficiency of
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capital. When necessary, the Bank develops and implements measures to increase its capital base.
To ensure compliance with the Capital Adequacy Ratio in the short run, the Bank monitors use of
capital by business segments. Responsibility for approval procedures and monitoring of the Capital
use is with the management of the Bank.

2021 2020

Tier 1 Capital
Paid-up Share Capital 600,252,230 600,252,230
General Reserve 346,612,373 288,631,641
Share premium 3,424 3,424
Retained Earnings 44.212,149

Total 991,080,177 888,887,295
Tier 2 Capital
Foreign Exchange Fluctuation Reserve 32,555,391 31,218,171
General Provision as per RMA Prudential 88.235.373 84,228,409
Norms
Asset Pending Foreclosure Reserve 49,114,965
Subordinate debt 440,000,000 444,443 647
Total 609,905,729 559,890,226
Total Capital 1,600,985,906 1,448,777,521

(Above figures are based on local GAAP in compliance with RMA Prudential Regulations 2017)

The Bank complied with all the RMA Prudential Regulations 2017 requirements during 2021

39. Segment Information

The following table presents Income & Expense and Assets & Liabilities information about the

bank's operating segments:

31-Dec-21

Thimphu Phuentsholing Others Total

Interest & Similar Income 597,355,047 73,393,278 177,204,317 847,952,642
Interest & Similar Expense 426,987,895 66,838,960 78,742,159 572,569,013
Net interest income 170,367,152 6,554,318 98,462,158 275,383,628
Fee and commission income 28,909,586 6,269,615 10,126,621 43,305,823
Fee and commission expenses - - - )
Net fee and commission income 28,909,586 6,269,615 10,126,621 45,305,823
Other Operating Income 25515952  (2,418,895) 49,826,064 72,923,121
224,792,690 10,405,039 158,414,843 393,612,572

Total operating income
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Personnel Expenses 72,748,399 9,947,541 50,787,031 133,482,971
Depreciation on Property Plant &

Equipment 15,900,896 740,097 3,874,183 20,515,176
Amortization of Intangible Assets 8,916,527 1,829,203 10,745,730
Other Operating Expenses 65,599,190 5226535 15,076,513 85,902,238
Impairment charges/(reversal) for

loans and other losses 81,645 3,321,372 3,403,016
Total Operating Expenses 163,246,657 15,914,173 74,888,302 254,049,131
Total Assets 9,932,605,520 872,831,665 2,770,055,463 13,575,492,649
Total Liabilities 9,721,631,575 878,359,763 2,975,501,310 13,575,492,649
31-Dec-20 Thimphu Phuentsholing Others Total
Interest & Similar Income 511,288,072 81,725,515 179,080,694 772,094,280
Interest & Similar Expense 398,371,629 78,993,694 133,359,665 610,724,988
Net interest income 112,916,443 2,731,821 45,721,028 161,369,292
Fee and commission income 31,922,604 6,894,972 31,365,413 70,182,988
Fee and commission expenses - - - -
Net fee and commission income 31,922,604 6,894,972 31,365,413 70,182,988
Other Operating Income 124,775,493 (918,679) 1,428,843 125,285,657
Total operating income 269,614,540 8,708,113 78,515,284 356,837,937
Personnel Expenses 78,466,404 11,378,370 44,759,605 134,604,379
Depreciation on Property Plant &

Equipment 12,928,746 410,041 3,605,413 16,944,200
Amortization of Intangible Assets 7,973,372 - 1,723,116 9,696,488
Other Operating Expenses 60,733,881 5,584,401 13,024,653 9,342,935
Impairment (charges)/reversal for

loans and other losses 35,327,045 25,608,863 61,025,908
Total Operating Expenses 195,429,448 17,372,812 88,811,650 301,613,910
Segment Profits 74,185,092 (8,604,099)  (10,296,366) 55,224,027
Total Assets 9,480,447,398 782,216,639 1,823,186,339 12,085,850,376
Total Liabilities 9,776,685,438 790,881,338 1,518,283,600 12,085,850,376

40. Impairment allowance for loans and advances to customers (as per BFRS 9)

The table below shows the impairment allowances (both individual and collective) for different
loan categories calculated based on ECL approach using Delinquency Grades:
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2021 2020
Individual Impairment
Overdrafts 1,466,204
Term Loans (Other + Service-Tourism Loans) -
Total (A) 1,466,204
Collective Impairment
Term Loans (Other + Service-Tourism Loans) 116,854,070 174,409,472
Personal Loans 20,420,629 14,075,886
Loans Against Shares 3,365,725 17,589,107
Overdrafts 95,877,484 121,654,622
Housing Loans 40,994,612 52,171,739
Loans on Litigation - -
Total (B) 277,512,520 379,900,827
Total (A+B) 278,978,725 379,900,827
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Gelephu
Sarpang

Phuentsholing

THIMPHU BRANCH SAMDRUP JONGKHAR BRANCH
TCC Complex Building, Opposite to Hotel Taj 1st Floor, Namgayling House,

Tashi, Samdrup Jongkhar: Bhutan
Samten Lam, Thimphu : Bhutan Post Box No: 116
Post Box No: 631 PABX. +975-77192032/4+975-7-251651/52
PABX.+97577103077/77199199;+975-2- Fax No: +975-7-251651
337282/83/84
Fax No:+975-2-336236 GELEPHU BRANCH
Email ID: info@tbank.bt Opposite Tashi Infocomm Ltd. Office,
Gaden Lam, Gelephu, Sarpang: Bhutan
PHUENTSHOLING BRANCH Post Box No: 212
TCC Complex Building, near Zangdopelri. PABX. +975 77190088/77190099
Samdrup Lam, Phuentsholing : Bhutan Fax No: +975-6-252274
Post Box No: 118
PABX. +975 77190210/77190211; +975- TRASHIGANG BRANCH
17110204; Fax No: +975-5-253157 Yeshey Samdrup Building ,
Trashigang: Bhutan
PARO BRANCH Post Box No: 104
Tshongdue Town, Paro : Bhutan PABX. +975-77183131/77183132
Post Box No: 1318
PABX. +975-7792077/77102078 SAMTSE BRANCH
Fax No: +975-8-272077 Phuntshok Building,
Samtse : Bhutan
MONGAR BRANCH Post Box No: 349
1st Floor, Tshering Yangzom Building, PABX. +975-77192233/34
Below Trashigang-Mongar Highway, Mongar:
Bhutan. TRONGSA BRANCH
Post Box No: 149 Ugyen Dema Building (near roundabout, Choetse
PABX. +975-77192031/+975-4-641255 town, Trongsa)
Fax No: +975-5-4-641255 Ground Floor,
Trongsa: Bhutan
WANGDUE BRANCH Post Box No: 556
Opposite to Druk PNB and RICBL Office, PABX. +975-77192030/03-521144

Bajotown, Wangdue : Bhutan

Post Box No: 1269

PABX. +975 77191215/+975-02-481018
Fax No: +975-2-481733
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Awarding Certificates of Appreciation

The Chief Executive Officer awarding the Certificates of Appreciation to the employees who have
worked on-site during Covid-19 Lockdown.

Donations

w52 L,

@ 2'0

’w 1) A AL @ ‘w ‘y

"'MMM“A ‘MQMNMWDN

Prayers to invoke Maha Siddha Thangtong Gyalpo in response to
COVID-19 PANDEMIC

A

a. T Bank made donation to promote
Indigenous Craft to support performance
of Mass prayers to Drupthob Thangtong
Gyalpo.

b. The employees of T Bank made a voluntary
Contribution to the affected students in the

fire accident in Mongar Higher Secondary
School.
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Date: 14.05.2021

The Chief Executive Officer and the Transport United FC signed the Memorandum of
Understanding winting T Bank as the official Jersey Sponsor for the season 2021.

el

Date: 28.05.2021

The Chief Executive Officer and the Proprietor of the Voice of Bhutan signed a Memorandum of
Understanding as banking partner of the Voice of Bhutan Show - Season 4
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Date: 10.06.2021

As a Corporate Social Responsibility, T Bank Limited in collaboration with Ministry of Health
conducted Blood Donatlon drive at Shechen Nunnery, Slssma Thim hu

Date: 28.06.2021

For customer’s convenience, the bank shifted Trongsa Branch Office to Ms. Ugyen Dema Building
(near roundabout, Choetse town, Trongsa) centre of Trongsa Town.

WE HAVE
MOVED

OUR NEW LOCATION

Trongsa Branch
Ugyen Dema Building
Choetse Town, Trongsa

PN I
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Date: 04.07.2021

To promote Bank’s products and Services to the Bhutanese residing in Australia, the bank
sponsored Association of Bhutanese in Perth Incorporated (ABPI) Cup 2021, Australia.

‘}' ‘:

‘>
,\;X / W
ABPI CUP
\ 021
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2 80

Gold Sponsor

Date: 03.06.2021 and 09.07.2021-10.07.2021

Anti-Money Laundering (AML) & Combating the Financing of Terrorism (CFT) sensitization
program to the Employees of the Head Office and Thimphu Branch conducted by Compliance &
Risk Unit.

a. The head of compliance unit sensitizing on b. The head of Risk unit briefing the
AML/CFT to the employees of the bank participants on risk involved in banking
Business.

104 T Bank Annual Report 2021



Date: 09.11.2021

25 employees of the bank have undergone training on GPS Coordination System by Druk GPS
Team at Institute of Management Studies, Thimphu.
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Interbank Fund Transfer

Nu. 1,000,000.00

Internal (Within Bank) Fund Transfer

Nu. 1,000,000.00

Nu. 200,000.00
Nu. 500,000.00

We are glad to inform our Valued Customers that, the daily transaction
limit for transferring fund using TPay Mobile App has been increased as
given below:
- For internal (Within Bank) Fund Transfer, Nu. 500,000.00 to
1,000,000.00 per day and
- For Interbank Fund Transfer, Nu. 200,000.00 to
1,000,000.00 per day
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Let your 'Personal Bank' help you, fulfill your dreams and goals. Open a savings account with T
Bank to kick-start your dreams.

Fulfilyour goals with us.

-

TBank Your Personal Bank
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