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The financial year 2020 has been one of the most challenging years for many businesses around
the globe as well as the Bhutanese economy due to the COVID-19 pandemic and T Bank is no
exception to it. Although the country went through two national lock-downs during the year (from
11 August 2020 to 30 August 2020 and from 20 December 2020 to 31 January 2021), 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 guidance provided by the Board, its
effective implementation by the Management and unwavering commitment and support provided
by the employees and other stakeholders especially during these trying times of the covid pandemic.

In line with His Majesty’s wisdom to provide adequate and inclusive relief measures, against the
backdrop of business disruption and resulting loss of income caused by the COVID-19 pandemic,
the RMA has implemented two phases of the monetary measures. In the first phase of the monetary
measure 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 was borne by the bank, benefiting 6,061 account holders.

Under the Monetary Measure Phase 11, repayment of all loans covered under interest payment kidu
were further deferred until 30 June 2021. During the Monetary Measures Phase 1I, 100% interest
waiver for all loans was given for the months of July, August and September 2020 amounting to Nu.
177.37 million. Thereafter, 50% interest waiver, amounting to Nu. 86.76 million from October to
December 2020 by RGoB.

The bank has also provisioned to provide 1% interest rebate amounting to Nu. 16.46 million for
2020, as an incentive for regular repayment of loans during the deferment period. As of December
2020, 1,565 account holders have made full regular payment of EMIs during the deferred period and
are eligible for the 1% interest rebate.

Although such measures have adversely affected the financial performance and liquidity position
of the bank to a certain degree; the board, management and the employees of the bank feel greatly
honoured to be able to positively contribute to the society at-large and the valued customers of the
bank in-particular under such trying times.

Considering quality credit facilities as a 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 2020, the bank sanctioned new loans
(excluding loans under monetary measures) of Nu. 2.06 billion to 2,381 beneficiaries to support
economic activities during the time of the pandemic.

Amidst unfavourable national and global economy and volatile financial market affected by the
COVID-19 pandemic, I am delighted to present relatively a satisfactory financial performance of T
Bank Limited for the year 2020. The bank has achieved satisfactory financial returns, 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.

On behalf of the Board of Directors of T Bank Ltd., I have the privilege to present the bank’s 11th
Director’s Report for the Financial Year 2020.
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A BRIEF INFROMATION ON T BANK LIMITED

T Bank Limited was established as a commercial bank on 10 March 2010 and as of date the bank
has ten branch offices.

With our vision “To be a preferred bank providing personalized banking solutions with a passion
for service excellence to all valued customers through use of smart technology by empowered
employees” 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 was launched on October 17, 2020. T Bank also launched and integrated its QR code
with National QR code along with the launching of the upgraded TPay Mobile application.

The bank launched TRemit in 2017 to facilitate inward remittance by all Bhutanese residing in
USA, Japan, Malaysia, Qatar, Kuwait, Dubai(UAE) to send money to Bhutan through our Partner
Agent (Prabhu Money Transfer) offices in above places. The remittance via TRemit has increased
by 29.97% in 2020 from USD 9.25 million in 2019 to USD 12.02 million in 2020. Since its launch
in 2017, a sum of USD 28.94 million was remitted using TRemit as of 31 December 2020.

The bank launched the TPayRemit App to facilitate 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 with total AUD 96.44 million transferred with 20,979 number
of transactions in 2020 alone. The remittance via TPayRemit has increased by 772.92% from AUD
11.05 million in 2019 to AUD 96.44 million in 2020. Since the launch of TPayRemit in August
2019, a sum of AUD 107.49 million has been remitted via TPayRemit as of 31 December 2020.

During the pandemic, when the country’s major sources of inflow of foreign currencies were severely
affected, the bank was able to mobilize 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 above international remittance facilities in 2020.

The bank, as a major conduit in international remittances to Bhutan, facilitated more than 52% of the
country’s inward remittance to the tune of USD 84.09 million (approximately Nu. 6,178.20 million)
in 2020.

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 supporting the
electronic Public Expenditure Management System (e-PEMS) of the Royal Government, since its
implementation in July 2019.

As part of digital transformation, 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 was re-launched on October 17, 2020. 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.

The bank migrated its ATM Switching System to in-house bank managed service as to provide more
reliable service to customers and went live from July 23, 2020.

As part of strengthening information security from cyber threats, Bank has initiated ISO 27001 and
PCI DSS (Payment Card Industry Data Security Standard) certifications and is currently underway.
To further improve our digital banking activities, the bank still aspires to upgrade its TPay Mobile
Banking App to facilitate latest digital features for effective and efficient banking services.
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The bank is currently pursuing to introduce 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 CBS system.

FINANCIAL PERFORMANCE

The financial statements of the bank for 2020 have been prepared in compliance with the relevant
Bhutanese Accounting Standards applicable to the company and as applied to prepare the financial
statements of the bank for the financial year 2019.

s

The bank has satisfactory financial performance with a statutory profit after tax (PAT) of Nu. 38.66
million (before adjustment of the additional assgssed tax of Nu. 21.79 million payable pertaining
to the financial years 2017, 2018 and 2019), as compared to the PAT of Nu. 173.61 million for the
financial year 2019.

The total operating income has decreased by 25.48% from Nu.478.87 million in 2019 to Nu.356.84
million in 2020. On the other hand, the total operating expenses has increased by 24.70 % from
Nu.241.87 million in 2019 to Nu.301.61 million in 2020. This increase in operating expense is
mainly due to increase in provision expenses on impairment of loans by 14.98%, which increased
from Nu. 53.07 million in 2019 to Nu. 61.03 million in 2020. The personal expenses (employee’s
costs) has increased on account of the payment and booking of bonus to staff, amounting to Nu.
15.46 million which pertains to bank’s performance in 2019. The other reason is due to booking of
Nu. 12.05 million to personal expenses on fair valuation of the staff incentive loans availed by the
employees in compliance with Royal Monetary Authority’s (RMA’s) Prudential Regulation 2017
(PR 2017) and service book of the bank.

Nevertheless, the bank has achieved a growth rate of 3.94% in total assets from Nu. 11,627.81
million in 2019 to Nu. 12,085.85 million in 2020. The loans and advances increased from Nu.
7,622.78 million in 2019 to Nu. 8,028.50 million in 2020, recording a growth rate of 5.32%.

On the other hand, total liabilities increased by 4.08% from Nu. 10,743.62 million in 2019 to Nu.
11,181.94 million in 2020. The total equity and reserves increased by 2.23%, that is from Nu. 884.19
million in 2019 to Nu. 903.91 million in 2020.

Ownership:

The share holding pattern of the bank as of 31 December 2020:
1. Ashi S. Dorji 20%
2. Dasho Wangchuk Dorji 20%
3. Dasho Topgyal Dorji 20%
4. General Public 40%

Assets:

As highlighted earlier, the total assets of the bank increased by 3.94% from Nu. 11,627.81 million
in 2019 to Nu. 12,085.85 million in 2020. This increase in assets is primarily due to growth in loans
and advances, which has attained the growth rate of 5.32% from Nu. 7,622.78 million in 2019 to Nu.
8,028.50 million in 2020. The increase in investment in debt instrument which has attained the growth
rate of 1,573.09% from Nu. 21.21 million in 2019 to Nu. 354.83 million in 2020 was mainly due to
bank’s investment of Nu. 329.33 million in the Royal Government of Bhutan’s (RGoB’s) 3-year
bond (RGOBO001) (with face value of Nu. 1,000.00 per unit (@ annual coupon rate of 6.5% payable
half-yearly). The total value of Property, Plant and Equipment (PPE) increased by 67.16%, with
growth from Nu. 58.26 million in 2019 to Nu. 97.39 million, which is mainly due to purchase and
implementation of IT and digital infrastructures to support automation and digitalization of banking
services via ATM, TPay, QR and POS, etc.
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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 5.32% from Nu. 7,622.78
million in 2019 to Nu. 8028.50 million in 2020.

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

The total liabilities of the bank have increased by 4.08 % from Nu. 10,743.62 million in 2019 to Nu.
11,181.94 million in 2020. The increase in liabilities is primarily due to growth in customers’ deposit by
12.45 % from Nu. 7,121.06 million in 2019 to Nu. 8,007.72 million in 2020.

The graph below presents the changes in customers’ deposit liabilities and total liabilities over the years.
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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 2.23% from Nu. 265.48 million in 2019 to Nu. 271.16
million in 2020. The Foreign Exchange Fluctuation Reserves increased by 76.08% from Nu.18.46
million in 2019 to Nu. 32.50 million as in 2020.

The total shareholder’s fund increase by 2.23% from Nu. 884.19 million in 2019 to Nu. 903.91
million in 2020.

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

The total interest and similar income has increased by 1.48% from Nu. 760.84 million in 2019 to
Nu. 772.09 million in 2020. The total interest and similar expenses has also increased by 41.20%
from Nu. 432.25 million in 2019 to Nu. 610.72 million in 2020. This increase in interest expenses
is mainly driven by the 50% interest waiver provided for three months (April, May and June 2020)
amounting to Nu. 91.22 million borne by the bank and further Nu. 16.46 million provisioned for the
year to provide 1% interest rebate as financial incentive for regular repayment of loans during the
deferment period.

The graph below presents the changes in interest and similar income, interest and similar expenses
and net interest and similar income over the years.
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Fees & Commission Income & Expense:

The fees and commission income has increased by 18.35% from Nu. 59.30 million in 2019 to Nu. 70.18
million in 2020. The income from other sources also increased by 37.71% from Nu. 90.98 million to
Nu. 125.29 million in 2020. They are mainly driven by increase in forex gain and commission during
the year.

Thus, the total income from fees and other sources has increased by 30.31% from Nu. 150.28 million
in 2019 to Nu. 195.00 million in 2020.

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 increased by 24.70% from Nu. 241.87 million in 2019 to Nu. 301.61
million in 2020, which is mainly due to increase in employees and related cost, depreciation and
amortization of the assets. As mentioned earlier, the increase in personal expenses is on account of
the payment and booking of bonus to staff, amounting to Nu. 15.46 million which pertains to bank’s
performance in 2019 and booking of Nu. 12.05 million to personal expenses on fair valuation of
the staff incentive loans availed by the employees in compliance with Royal Monetary Authority’s
(RMA’s) Prudential Regulation 2017 (PR 2017) and service book of the bank. The depreciation
and amortization expenses on PPE’s and intangible assets have increased due to purchase and
implementation of IT and digital infrastructures to facilitate the digitization of banking services via
ATM, TPay, QR and POS, etc.

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 housing loan constitutes the highest sector with Nu. 2,979.24 million (37.16 % of gross loans
and advances) followed by service & tourism loan with Nu 1,733.64 million (21.61%) and closely
followed by consumer loans of Nu. 1,380.02 million (17.21 %).

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

The total value of fixed deposits has decreased by 7.60% from Nu. 6,849.07 million 2019 to Nu. 6,328.76
million in 2020. The recurring deposits has increased by 45.54 % from Nu. 67.14 million in 2019 to
Nu. 97.51 million in 2020. However, the savings deposits have increased by 33.40% from Nu. 2,062.62
million in 2019 to Nu. 2,751.94 million in 2020 and the current deposits has also increased by 20.90%
from Nu. 768.10 million in 2019 to Nu. 928.54 million in 2020.

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. During the year 2020, total volume of 1,307,642 shares worth Nu. 52.54 million has been
traded with the market price increasing from Nu. 13.76 per share in 2015 to Nu.39.50 per share in
December 2020 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. 15.06 per share in 2020.

The graph below presents the movement in values of the shares over the years.
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HUMAN RESOURCES MANAGEMENT

Recruitment and Separation:

In 2020 the bank has recruited 15 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 7 employees
have resigned during the year resulting in an average attrition rate of 3.66% against the attrition
rate of 9.66% for the year 2019.
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The graph below presents the recruitment, separation and total staff trend of the bank.
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The company currently has 97 female and 98 male employees working with the company as of
December 2020. 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 company.

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. However, due to COVID-19 pandemic, the bank is unable to train its
employees in 2020 except for eleven employees who attended short-term training program on Central
Registry for Secured Transaction Rules & Regulation coordinated by Royal Monetary Authority of
Bhutan, Certificate in Banking and other Continuing Professional Development Program conducted
by FITL The bank spent Nu. 0.13 million on training and development of employees during the year.
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The graph below presents the trainings provided to employees of the bank over the years.
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However, many senior officials of the bank did attend the webinar on Managing Financial Risk amidst
COVID-19 and webinar on artificial intelligence, etc. to keep abreast of recent development in the
banking and financial markets.

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 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 2020, the shareholders endorsed the appointment of one new director.

During the year, the Board Directors have attended the following number of Board Meetings as

specified:
SL.No [ Name Designation Board Meeting | Remarks
Attended
1 Mr. Tshenchok Thinlay Chairperson 9
2 [ Mr. Gayatri Prasad Sharma | Independent Director 9
3 Mr. Nawang Gyetse Independent Director 3 New Appointee
4 Mr. Tashi Tshering Director 4 New Appointee
5 Mr. Pema Tshering Director/CEO/ 9
Member Secretary
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The 10th AGM was held on 13th March 2020, 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 2020.

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:

. Mr. Tshenchok Thinlay - Chairperson

. Mr. Gayatri Prasad Sharma - Independent Director

. Mr. Nawang Gyetse - Independent Director

. Mr. Tashi Tshering - Director

. Mr. PemaTshering - Director/Chief Executive Officer (Member Secretary)
. Mr. Chencho Dorji - Company Secretary

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 2020. During the year, bank’s Capital
Adequacy Ratio (CAR) of minimum of 12.50% (including Capital Conservation Buffer of 2.50%)
and Statutory Liquidity Ratio (SLR) of 20% of its total liabilities excluding capital fund was also
complied with. 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):

During the reporting year, there is no violation on any of the key ratios of the Bank as per RMA
Regulation.
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CORPORATE SOCIAL RESPONSIBILITIES (CSR)

The bank has a keen sense of Corporate Social Responsibility and commitment to sustainability and
community welfare development. As part of the bank’s CSR activities carried out in 2020, the bank
took part in celebrating His Majesty’s 40th Birth Anniversary by sponsoring REWA for the event on
Photographic Exhibition of milestones of His Majesty the King titled “Into the Heart of the People’s
King” and for the similar event the bank also sponsored for “Life as an Art Magazine” organized by
MoFA. The bank in a move to support His Majesty’s vision of creating a “just, equal and harmonious
society towards economic transformation” promulgated by the RMA, contributed Nu. 1.05 million
to the Financial Inclusion National Strategic Action Plan. Since Bhutan’s Gross National Happiness
Philosophy relates to support and promotion of culture & tradition, the bank as part of its CSR
sponsored renovation works in far flung area of Yuesagom Lhakhang under Nahi Gewog, Wangdue
with donation of Nu. 30,000/- and sponsored Nu. 100,000/- to Choetse Drastshang, Trongsa to offer
a golden Karmi Kom for the long life of our beloved King and for the wellbeing of the Country. Apart
from bank’s contribution, the employees of the bank to show solidarity in times of need to the Tsa-
Wa-Sum contributed their one month pay amounting to Nu. 3.86 million to the His Majesty’s Kidu
Fund and Prime Minister’s Fund to fight against the COVID-19 pandemic.
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1, on behalf of the Board of Directors and on my own behalf, would like to take this opportunity
to express my sincere gratitude to the Royal Government of Bhutan, Ministry of Finance, Royal
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Chartered Accountants for their valuable guidance and support during difficult times when the global
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has made possible the results achieved during the year amidst business disruptions and slowdown
of the country’s economy due to the pandemic. The Board would also like to thank all the Financial
Institutions in Bhutan, Correspondent Banks for their continued cooperation and patronage. All the
concerned stakeholders of the bank have been exceptionally supportive and helpful in maintaining
the bank operations least affected by the economic disruption brought about by the pandemic.
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services and contribution for the overall performance of the bank, especially during such trying times
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RAY & RAY
CHARTERED ACCOUNTANTS

Webel Bhavan, Ground Floor,
Block-EP&GP, Sector V,

Salt Lake, Kolkata — 700 091

Tel. :+91-33-4064 8107/ 8108/ 8109
E-mail: raynray@airtelmail.in

INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
T Bank Limited

Opinion

We have audited the accompanying financial statements of T Bank Limited (hereinafter referred
to as the Bank), which comprise the Statement of Financial Position as at December 31,2020, the
Statement of Comprehensive Income for the year ended on that date, 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 and to the best of our information and according to the explanations given to us, the
accompanying financial statements present fairly, in all material respects the financial position of T
Bank Limited as at December 31, 2020, and its financial performance 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 paragraph 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 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.

Emphasis of Matter

Due to the outbreak of COVID-19 pandemic that caused nationwide lockdown and other travel
restrictions imposed by the concerned Governments during the period of our audit, we could not
travel to the Branch & Head Office and carry out the audit processes physically at the respective
offices.

Since physical access was not possible, necessary records/reports/documents/certificates were made
available to us by the Bank through digital medium, emails. 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.

Accordingly, we modified our audit procedures as follows:
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*  Conducted verification of necessary records/documents electronically through remote access/
emails in respect of the Branches/Head Office wherever physical access was not possible.

» Carried out verification of scanned copies of the documents, deeds, Fixed Deposit certificates,
Bank Confirmations, Bond Certificates and the related records of Loans and Advances made
available to us through emails of the Bank.

* Making enquiries and gathering necessary audit evidence through discussions over phone calls/
conference calls, emails etc.

» 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.
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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Responsibilities of Management and those charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of this 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.
Auditor’s Responsibilities for the Audit of the 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.

Further we exercised professional judgment and maintained professional skepticism through the audit and
described our responsibilities in Annexure-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 Annexure-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 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 Change in Equity
and the Statement of Cash flow dealt with by this report have been prepared in accordance with the accounting
principles generally accepted and are in agreement with the books of account.

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

For Ray & Ray
Chartered Accountants
Firm Registration No.301072E

MfPN/w
J

(Abhijit Neogi)

Partner

Membership No- 061380

UDIN: 21061380AAAARQ9907
Date: 9 APRIL 2021

Place: Kolkata
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ANNEXURE -1

Annexure 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, 2020
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 through the audit. We also:

a) Identify and assess the risks of material misstatement of the financial statements, whether 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
collusion forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

d) 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.

e) 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 a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all 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.
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ANNEXURE -1T
Minimum Audit Examination and Reporting Requirements.

Annexure 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 is maintaining Fixed Assets Register showing full particulars including quantitative
details and situation of fixed assets. As explained to us, physical verification of fixed assets was
conducted by the Management during the year and no material discrepancies were noticed.

2. None of the fixed assets have been revalued during the year.

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

4. The procedures of physical verification of stationery items followed by the management are
reasonable and adequate in relation to the size of the bank and the nature of 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.

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.

8. The bank has not granted any loans / advances to the officers / staff during the year other than
those 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. Our examination
has revealed 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. 34 of Notes of Accounts.
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12. In respect of transactions referred to in clause above, our examination has revealed that such
transactions are not prejudicial to the interest of the other shareholders and the Bank.

13. As per information and explanations given to us and also examined by us, there was no 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 except TDS liability amounting to Nu. 38.36
million (Current tax liability of Nu. 16.57 million and assessed tax payable of Nu. 21.79 million
pertaining to earlier years based on the tax assessment report of DRC) which has been shown in
accounts as on December 31, 2020.

15. As per information and explanations provided to us and according to our examination of records,
there are no disputed amounts payable in respect of rates, taxes, duties, royalties, provident funds
and other statutory deductions on the last day of the financial year.

16. During the course of our examination of the books of account carried out in accordance with the
generally accepted auditing practices, we have not come across any personal expenses other than
contractual and / or as per customer business practices, which have been charged to the Statement
of Comprehensive Income.

17. 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.

18. 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 lawful and intra-vires to the Articles of Incorporation of the Bank.

19. 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.

20. In our opinion, the bank has established an effective control system.

21. The details of remuneration paid to the Managing Director and sitting fees paid to other Directors
are disclosed in Note No. 34.2.1 of notes to Accounts. While checking the minutes of the meetings,
we have not come across any cases of disclosure of interest where payments have been made in
cash or in kind to any of the Directors and their relatives (including spouse(s) and child / children)
by bank directly or indirectly.

22. As represented to us, the directives of the Board have been complied with.

23. As represented by the management, the officials of the bank have not transmitted any price
sensitive information which is not made publicly, unauthorized to their relatives / friends /
associates or close persons which would directly or indirectly benefit themselves.

24. 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.
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25. As per our examination of records and information and explanation provided to us, the bank has
not dealt or traded in shares, securities and other investments during the year.

26. The bank had adequate records for fund collected from depositors and for interest payments.

27. The Bank has made investments, details of which are adequately disclosed in Note No, 17 and
Note No. 18. As per our examination of records and information and explanation provided to us
there is no diminution in value of such investments.

28. The bank has generally complied with the requirements for Financial Services Act 2011 and other
applicable regulations.

29. 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 and Bhutan Financial Reporting Standards (BFRS) 9. To comply with
BFRS-9, provision on loans has been increased to Nu. 379.90 million from RMA provision of
Nu. 354.12 million in the year 2020 and its impact on retained earnings as on December 31, 2020
is Nu. 25.78 million.

30. Accrued interest on non-performing loans has been recognized as interest income as per accounting
policy of the bank revised upon adoption of BAS and has not been deferred. However, accrued
interest has been taken into account while arriving at provision for impairment loss.

31. 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.

32. 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.

33. The bank has disposed the assets taken over for repayment of defaults through auction conducted
by a separate committee.

34. There is no re-phasing / rescheduling of loans during the year except in few cases where loans
have been renewed and enhanced.

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

ii. Adequate safeguard measures and back up facilities exist.

iii.As per information and explanation provide to us and according to our examination of
records, the back-up files are kept in different locations.

iv. Operational controls are adequate to ensure correctness and validity of input data and output
information.

v. Adequate preventive measures have been taken by the bank to prevent unauthorized access over
the computer installation and files.

37. GENERAL

i. Going Concern

Based on the net asset position reflected by the Bank’s Balance Sheet as at December 31, 2020 audited
by us in accordance with the international standards on Auditing and on the basis of such other tests
as we considered necessary in this regard, we have no reason to believe that the bank is not a going
concern on the Balance Sheet date.

ii. 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 1st January, 2018), Financial Services Act, 2011 and Corporate
Governance Rules and Regulations, 2018 (effective from Ist July, 2018). The scope of audit is
limited to examination and review of the financial statement 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 Ray & Ray
Chartered Accountants
Firm Registration No.301072E

S N

(Abhijit Neogi)

Partner

Membership No- 061380
UDIN: 21061380AAAARQ9907
Date: 9 APRIL 2021

Place: Kolkata
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Statement of Comprehensive Income

For the year ended 31 December 2020

31-Dec-20 31-Dec-19
Note
(Nu) (Nu)
Interest & Similar Income 4 772,094,280 760,844,634
Interest & Similar Expense(*) 5 (610,724,988) (432,248,766)
Net interest income 161,369,292 328,595,868
Fee and commission income 70,182,988 59,300,292
Fee and commission expenses - -
Net fee and commission income 70,182,988 59,300,292
Other Operating Income 7 125,285,657 90,977,379
Total operating income 356,837,937 478,873,539
Personnel Expenses 8 (134,604,379) (91,532,935)
Depreciation on Property Plant & Equipment 22 (16,944,200) (10,534,030)
Amortization of Intangible Assets 23 (9,696,488) (6,512,104)
Other Operating Expenses 9 (79,342,935) (80,216,404)
ﬁggzérment (charges)/reversal for loans and other 10 (61,025.908) (53.073.714)
Total Operating Expenses (301,613,910) (241,869,187)
Profit Before Tax from Continuing Operations 55,224,027 237,004,352
Income Tax Expense:
Current tax 11 (16,567,208) (64,733,499)
Deferred tax Income/(Expenses) 29 - 1,343,452
Profit For the Year 38,656,819 173,614,306
Assessed tax payable pertaining to earlier years 11 (21,791,841) -
Profit Available for Appropriation 16,864,977 173,614,305

* 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 RAY & RAY
CHARTERED ACCOUNTANTS
FRN: 301072E

Partner : Abhijit Neogi
Membership Number : 061380
UDIN: 21061380AAAARQ9907
Date: 9 APRIL 2021

Place: Thimphu:Bhutan

J Chairperson

Director
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Statement of Other Comprehensive Income

For the year ended 31 December 2020

T Bank Annual Report 2020

31-Dec-20 31-Dec-19
Note
(Nu) (Nu)
Profit for the year 16,864,977 173,614,305
Remeasurment Gain/(Loss) on Defined Benefit 1.319.885 (3,403,865)
Plan > > b >
1,319,885 (3,403,865)
Total other comprehensive income before tax 1,319,885 (3,403,865)
Tax on income /(expense) relating to
components of other comprehensive income 395,966 1,021,160
Other comprehensive income for the year, 923.920 (2,382,706)
net of tax ’ [
Total comprehensive income for the year, net
of tax 17,788,897 171,231,600
Basic Earnings Per Share 12 0.28 2.89
For RAY & RAY
CHARTERED ACCOUNTANTS
FRN: 301072E
\/ Chairperson

Partner : Abhijit Neogi

Membership Number : 061380
UDIN: 21061380AAAARQ9907
Date: 9 APRIL 2021

Place: Thimphu:Bhutan

Director
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Statement of Financial Position For the year ended 31 December 2020

Note 31-Dec-20 31-Dec-19
(Nu) Nuw)
Assets
Cash & cash Equivalents 13 1,014,176,237 1,021,898,854
Cash & Balances with Central Bank 14 1,449,189,826 1,218,467,024
Placement with other Banks 15 1,002,529,767 1,543,307,210
Loans & Advances to Customers 16 8,028,499 326 7,622,781,761
Equity Instruments 17 7,750,000 7,750,000
Debt Instruments 18 354,829,528 21,208,042
Defined Benefit Assets 19 - -
Other Financial Assets 20 1,222,268 2,183,362
Other Assets 21 84,606,442 102,140,422
Property, Plant & Equipment 22 97,385,699 58,260,697
Intangible Assets 23 45,661,282 29,811,139
Deferred tax assets 29 - -
Total Assets 12,085,850,376 11,627,808,511
Liabilities
Due to Customers 24 8,007,716,309 7,121,075,953
Due to Banks 25 2,406,129,649 2,891,106,687
Debt issued and Other Borrowed Funds 26 470,000,000 470,000,000
Current Tax Liabilities 27 38,359,049 64,733,499
Deferred Tax Liabilities 29 - 5,366,989
Defined Benefit Liability 19 601,929 4,672,272
Other Liabilities 30 259,129,694 186,666,154
Total Liabilities 11,181,936,631 10,743,621,554
Equity
Share Capital 31 600,252,230 600,252,230
Reserves
Retained Earnings 3 271,160,239 265,476,903
Foreign Exchange Fluctuation Reserve 32,501,277 18,457,824
Total equity 903,913,745 884,186,957
Total liabilities and equity 12,085,850,376 11,627,808,511
For RAY & RAY
CHARTERED ACCOUNTANTS
FRN: 301072E
Chairperson

Partner : Abhijit Neogi
Membership Number : 061380
UDIN: 21061380AAAARQ9907
Date: 9 APRIL 2021

Place: Thimphu:Bhutan

e

Director
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Statement of Changes in Equity for the year ended 31 December 2020

Share Retained Exchal.lge Tota!

Capital (Nu.) Earnings (Nu.) Fluctuation Shareholders

P ' & " Reserve (Nu.) Funds (Nu.)

Balance as at 1 January 2019 424,997,860 229,343,716 12,355,471 666,697,047
Net profit for the year 173,614,305 173,614,305
Adjustments (Bonus Shares issue) 55,916,540 (55,916,540) -
Adjustments (Rights Shares issue) 119,337,830 119,337,830
Other Comprehensive Income for the year, net of tax (2,382,706) (2,382,706)
BFRS Adjustment (7,055,197) (7,055,197)
Share premium 3,424 3,424
Transfers during the year (72,130,098) 6,102,353 (66,027,745)
Balance as at 31 December 2019 600,252,230 265,476,904 18,457,824 884,186,958
Adjustments (Bonus Shares issue) i -
Adjustments (Rights Shares issue) -
Net profit for the year 16,864,977 - 16,864,977
Other Comprehensive Income for the year, net of tax 923,920 - 923,920
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 600,252,230 271,160,241 32,501,276 903,913,746

* For detail on BFRS adjustment indicated above refer No. 32.1

For RAY & RAY
CHARTERED ACCOUNTANTS
FRN: 301072E

! '
% ‘ )—/ ’\\"/\/\ Chairperson

Partner : Abhijit Neogi —
Membership Number : 061380

UDIN: 21061380AAAARQ9907

Date: 9 APRIL 2021

Place: Thimphu:Bhutan

Director
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NOTES TO FINANCIAL STATEMENTS

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:

o

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

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

. 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

o o

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
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.
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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.

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 31st 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 2020, together with the comparative period’s data as at and for the year
ended 31 December 2019.

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.
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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.

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.

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.
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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 by applying the effective intrest rate to the net amortized caused of the financial
asset.

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

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.

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
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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.

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 has 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.

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.

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.
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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:

» 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
N ~> N
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2.4.5 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:

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.

2.4.6 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

2.4.7 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;
J& RS
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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.

2.4.8 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.

2.4.9 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.
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2.4.10 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.

2.4.11 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.

2.4.12 Reclassification of financial assets and liabilities
From IstJanuary 2018, the Bank reclassified its financial assets subsequent to their initial recognition.
Financial liabilities are never reclassified.

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.
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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

» [t 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:

» 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.
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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 1st
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.

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

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. T&RY
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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 LTECLSs 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.

Stage 2:  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.

Stage 3: 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:  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.
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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

€) 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
c) 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 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 is 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

3.1 Reconciliation of Statement of Comprehensive Income for the year ended 31* Dec 2020

(Nuw)

Local GAAP

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 (30,506,385) (30,519,524 (61,025,908)
other losses
Total Operating Expenses (256,178,538) (45,435,372) (301,613,910)
Profit Before Tax from Continuing 80,937,319 (25,713,291) 55,224,027
Operations
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 1,319,885 1,319,885
Plan
Total Comprehensive Income Before tax 80,937,319 (24,393,406) 18,184,862
Tax on income /(expense) relatlng to . (395.966) (395,966)
components of other comprehensive income
Total comprehensive income for the year, net 80,037,319 (24,789,371) 17,788,897

of tax
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3.2 Reconciliation of Statement of Comprehensive Income for the year ended 31* Dec 2019

(Nu)
Local GAAP

Reclassified Re-measurement BFRS
Interest & Similar Income 762,864,700 (2,020,066) 760,844,634
Interest & Similar Expense (435,294,841) 3,046,074 (432,248,766)
Net interest income 327,569,859 1,026,008 328,595,868
Fee and commission income 59,300,292 - 59,300,292
Fee and commission expenses - - -
Net fee and commission income 59,300,292 - 59,300,292
Other Operating Income 90,977,379 - 90,977,379
Total operating income 477,847,531 1,026,008 478,873,540
Personnel Expenses (91,418,966) (113,968)  (91,532,935)
Dep're01at10n on Property Plant & (10,534,030) - (10,534,030)
Equipment
Amortization of Intangible Assets (6,512,104) - (6,512,104)
Other Operating Expenses (80,216,404) - (80,216,404)
Impairment (charges)/reversal for loans (46,643 .320) (6430394)  (53.073.714)
and other losses
Total Operating Expenses (235,324,825) (6,544,363) (241,869,187)
Profit Before Tax from Continuing 242,522,706 (5,518,354) 237,004,353
Operations
Income Tax Expense (64,733,499) 1,343,452 (63,390,046)
Profit For the Year 177,789,207 (4,174,903) 173,614,306

(171,635,370)

Other Comprehensive Income
Profit For the Year 177,789,207 (4,174,903) 173,614,306
Remeasurment Gain/(Loss) on Defined
Benefit Plan (3,403,865) (3,403,865)
Total Comprehensive Income Before tax 177,789,207 (7,578,768) 170,210,441
Tax on income /(expense) relating to
components of other comprehensive 1,021,160 1,021,160
income
Total comprehensive income for the 177,789,207 (6,557,608) 171,231,600

year, net of tax
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3.3 Reconciliation of Statement of Balance Sheet as on 31% Dec 2020

Local GAAP
Reclassified

(Nu)

Re-measurement

BFRS

Assets

Cash & cash Equivalents 1,014,689,690 (513.453)  1,014,176,237
Cash & Balances with Central Bank 1,449,189,826 - 1.449.189.826
Placement with other Banks 1,003,476,867 (947,099) 1:002:529:767
Due From Banks

Loans & Advances to Customers 8,232,617,779 (204,118,454) 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) 3 54,829,528
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 - 97,3 8 5’699
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 470,000,000 470,00(),()()()
Current Tax Liabilities 45,356,623 45,3 56,623
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
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3.4 Reconciliation of Statement of Balance Sheet as on 31% Dec 2019

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

1,022,261,641
1,218,467,024
1,544,527,776

7,765,894,277

(362,787)

(1,220,566)

(143,112,516)

1,021,898,854
1,218,467,024
1,543,307,210

7,622,781,761

Equity instruments — at cost 7,750,000 - 7,750,000
Debt Instruments at Amortized Cost 21,208,219 (177) 21,208,042
Other Financial Assets 2,183,362 - 2,183,362
Other Assets 76,390,387 25,750,035 102,140,422
Property, Plant & Equipment 58,260,698 - 58,260,698
Intangible Assets 29,811,138 - 29,811,138
Deferred Tax Asset - -
Total Assets 11,746,754,523 (118,946,011) 11,627,808,511
Liabilities

Due to Customers

Due to Banks and Financial Institutions

7,137,207,794
2,891,106,687

(16,131,840)

7,121,075,953
2,891,106,687

Debt issued and Other Borrowed Funds 470,000,000 470,000,000
Current Tax Liabilities 64,733,499 - 64,733,499
Deferred Tax Liability - 5,366,989 5,366,989
Defined Benefit Liability - 4,672,272 4,672,272
Other Liabilities 299,181,771 (112,515,617) 186,666,154
Total Liabilities 10,862,229,751 (118,608,197)  10,743,621,554
Equity

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

Retained Earnings 265,814,718 (337,815) 265,476,903
Foreign Exchange Fluctuation Reserve 18,457,824 - 18,457,824
Total equity 884,524,772 (337,815) 884,186,958
Total liabilities and equity 11,746,754,523 (118,946,011) 11,627,808,511
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(Nu)
4. Interest and Similar Income 2020 2019
Interest Income from Loans 769,706,237 758,075,627
Interest Income from Preferential Lending 2,388,043 2,769,007
Total 772,094,280 760,844,634
5. Interest & Similar Expenses 2020 2019
Interests on Saving Deposits 130,273,216 103.557.716
Interests on Fixed and Recurring Deposits 332,304,267 317.447.215
Interest on Govt. Bonds 40,500,000 11.243.836
1% Rebate and Interest Waiver on COVID-19 107,647,505 -
Total 610,724,988 432,248,766
6. Net Fees & Commission Income

(Nu.)
Fees & Commission Income 2020 2019
Commission Earnings 40,059,399 47,341,993
Commission on Forex 30,123,589 11,958,299
Total fees and commission income 70,182,988 59,300,292
Fees & Commission Expense _ _
Net Fees & Commission Income 70,182,988 59,300,292

(Nu)
7. Other Operating Income 2020 2019
Interest on FD with other banks 41,501,492 56.034.749
Foreign Exchange Gain 56,173,811 24.409.413
Income from Investments 7,531,851 4.596.712
Other Receipts 20,078,503 5.936.506
Total 125,285,657 90,977,379

(Nu)
8. Personnel Expenses 2020 2019
Salaries, Wages and Bonus 94,781,767 80,568,104
Gratuity paid 4,521,067 7,547,599
Earned Leave Encashment-Staff 4,930,330 3,303,263
Bonus to Staff 15,455,367 -
Contribution to Provident and other Fund - -
Pre-paid staff cost 12,048,195 (2,089,316)
Current Service Cost 2,867,653 2,203,284
Total 134,604,379 91,532,935
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As per the requirement of Revenue and Customs Office, Thimphu the company is required to

recognize bonus on cash basis since 2018.

(Nu)

9. Other Operating Expenses 2020 2019
Advertising & Marketing 8,287,021 3,497,410
Administrative 6,380,974 12,100,469
Professional Fees 6,024,305 1,266,189
Rent Paid under operating leases 442,806 11,935,963
Other 58,207,829 51,416,372
Total 79,342,935 80,216,404

Impairment (charges)/reversal for loans and other

10. Losses (Nu)
Impairment 2020 2019
Provision as per GAAP (30,506,385) (46,643,320)
Addition/(Reversal) for the Years (30,519,524) (6,430,394)
Closing Balance as at 31 December (61,025,908) (53,073,714)

With the adoption of BFRS 9 - Financial Instruments, the provision for loans and advances
increased by Nu. 40,975,415.00 in 2020 and increased by Nu. 6,439,394.00 in 2019 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. (Nu)
Statement of Comprehensive Income 2020 2019
Current Income Tax

Income Tax for the year (16,567,208) (64,733,499)
Assessed Tax paid/payable pertaining to earlier years (21,791,841) -
Deferred Tax

Deferred Taxation Charge/(Reversal) - 1,343,452
Income Tax expense reported in the Statement of

Profit or Lose P P (38,359,050)  (63,390,046)
11.1 A Reconciliation between Tax Expenses and the Product of Accounting Profit
Accounting Profit before Income Tax 55,224,027 237,004,353

55,224,027 237,004,353

Statutory Tax Rate 30% 30%
Computed Tax Expenses 16,567,208 71,101,306
Increase /(reduction) in the aforesaid computed

tax expenses on account of :

10% rebate for 100% Bhutanese employee - (7,110,131)
Reversal of provision/rebate not considered in } 83,070

Income Tax Act
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Preferential Lending Income (Tax exempt) - (830,702)
Bonus for 2019 paid in 2020
Additional tax on increased Income/ (Expenses
Additiog (Exp 1,489,956
Total 16,567,208 64,733,499
Adjustment recognized in current year in relation to
the lclurrent tax OF pr%or yearls1 Y 21,791,841
Current Tax 38,359,049 64,733,499
. . (Nu)
12. Basic Earnings Per Share 2020 2019
Total comprehensive income for the year, net of tax 16,864,977 173,614,305
Number of shares 60,025,223 60,025,223
Basic Earnings Per Share 0.28 2.89
. (Nu)
13. Cash & Cash Equivalents 2020 2019
Local currency on hand 250,700,768 158,476,614
Foreign currency on hand 2,477,254 6,453,898
Balance with Banks in Bhutan 67,797,751 88,734,390
Balance with Banks in India & Bhutan 693,713,918 768,596,738
1,014,689,690  1,022,261,641
Less: Allowance for Expected Credit Loss (513,453) (362,787)
1,014,176,237  1,021,898,854
(Nu)
14. Balances with Central Bank of Bhutan (RMA) 2020 2019
Balance with RMA 740,436,119 297,047,482
Cash Reserve Requirement with RMA 708,753,707 921,419,542
Balances with Central Bank of Bhutan(RMA) 1,449,189,826 1,218,467,024
(Nu)
15. Placement with other banks 2020 2019
Fixed Deposits with banks in Bhutan & abroad 1,003,476,867 1,544,527,776
Less: Allowance for Expected Credit Loss (947,099) (1,220,566)
Total 1,002,529,767 1,543,307,210
(Nu)
16. Gross Loans & Receivables 2020 2019
Gross loans & receivables 8,440,262,427 7,968,933,703
Less: Unamortized Staff loan (31,862,275) (25,750,035)
8,408,400,152 7,943,183,668
Less: Impairment on Loans and Advances
Individual impairment K . - 3,441,446
Collective impairment 2 (wabei Braven 379,900,827 316,960,461
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Total Impairment (379,900,827) (320,401,907)
Net Loans and Receivables 8,028,499,326 7,622,781,761
Loans & Advances to Customers 2020 2019
Term Loan 6,836,360,827 6,433,018,628
Overdrafts 1,148,369,208 1,388,850,669
Bills discounted 99,266,768 2,005,733
Working Capital Loans 257,744,532 104,706,389
Loans Under Litigation - -
Interest Receivable 98,521,092 40,352,284
8,440,262,427 7,968,933,703

Less: Unamortized Staff Loans (31,862,275) (25,750,035)
Less: Impairment allowance for loans and advances (379,900,827) (320,401,907)
Total 8,028,499,326 7,622,781,761
17. Equity Instruments-at cost (Nu)

As at 31st December 2020 2019
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. Debt Instruments

(Nu)

As at 31st December 2020 2019
Investment in Bonds 358,074,070 21,208,219
Less: Allowance for Expected Credit Loss (3,244,543) (177)

354,829,528 21,208,042

(Nu)

19. Defined Benefit Asset (Liability) 2020 2019
Net defined benefit asset at the beginning of current period (4,672,272) 865,627
Current Service Cost (3,121,113) (2,203,284)
Amount recognized in the income statement (258,272) 69,250
Amount recognized in the OCI 1,319,885 (3,403,865)
Contributions paid into the plan 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 (601,929) (4,672,272)
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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 is Nu 1.5 million in 2019 reporting period. A full actuarial
valuation by a qualified independent actuary is carried out every year.

As acquired 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.

56

Details of Fair Value of Plan Assets as on 31.12.20 2020 2019
Fair Value of Assets at the beginning of the Current Period 8.552.791 9.570.867
Acquisition adjustment 9.123.617
Contribution Paid into the Plan 15’0009000 -
Expected return on Plan Assets 961.486 711.150
Benefits Paid - (1,715,140)
Return on Plan Assets greater or less than discount rate 778 374 (14.086)
16,169,034 8,552,791
Expected Benefit Payment for the year ending 2020 2019
31st December 2021 1,871,731
31st December 2022 2,189,859 1,766,465
31st December 2023 2,647,207 2,030,000
31st December 2024 3,120,866 2,434,000
31st December 2025 2,830,103 2,857,000
31st December 2026 to 31st December 2030 17,695,094 15,261,000
Scheme Asset Allocation 2020 2019
Investment with BIL 2,000,000 9,114,877
Gratuity Payable Account 13,000,000 3,233,883
Total 15,000,000 12,348,760
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Sensitivity of assumption employed in actuarial valuation

Defined Benefit Defined Benefit
31.12.2020 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)

31.12.2019 Defined Benefit Obligation Defined Benefit Obligation
1) Discount Rate

Base Discount Rate of 8.30% 13,225,063 13,225,063
Discount Rate of 9.30% (+1%) 12,285,644 12,285,644
Discount Rate of 7.30% (-1%) 14,307,283 14,307,283
2) Salary Escalation Rate

Base Salary Escalation Rate of 6% 13,225,063 8,705,240
Salary Escalation Rate of 7 %( +1%) 14,287,563 9,253,144
Salary Escalation Rate of 5%(-1%) 13,348,816 8,757,409
Summary of Actuarial Assumptions 31.12.20 31.12.19
Discount Rate (%) 8.4 8.3

Salary Escalation Rate (%) 6 6

Employee Turnover Rates (%) 8 8

Mortality Rates 100% of IALM (2006-08) 100% of IALM (2006-08)

20. Other Financial Assets

(Nu)
As at 31st December 2020 2019
Sundry Receivables 105,000 1,163,069
Security Deposits 1,117,268 1,020,293
Total 1,222,268 2,183,362

Sundry Receivables and Security Deposits were not measured at amortized cost or fair value since the
figures were not material.
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21. Other Assets
(Nu)
As at 31st December 2020 2019
Investment in banks 15,000,000 9,114,877
Advance Tax paid 1,652,845 15,589,553
Stock of Stationery 10,278,736 5,864,307
Others (loan routine, settlement bridge) 22,035,716 40,160,683
Prepaid Staff Expense 31,862,275 25,750,035
Prepayments 3,776,871 5,660,968
Total 84,606,442 102,140,422
The Movement in Pre-Paid Staff cost 2020 2019
As at 1st January 25,750,035 12,264,923
Add / (Less): Adjustment for new grants & settlements 18,160,435 15,574,427
Less: Charge to Personnel cost (12,048,195) (2,089,316)
As at 31st December 31,862,275 25,750,035
22. Property, Plant and Equipment
Cost/Revalued . Computer Other IT . ATM Fixture & Security  Furniture &
Amount: Land Vehicles hardware Equipments Equipments Machme's & Improvement Equipments fixtures Total
Switch of Bldg
At 1 January 2019 0,626,463 25791064 21553369 16,880,983 14,102,512 8803886  2,533308 14634545 113,926,130
Additions 6,130298 3797315 4815261 2312934 4,679,844 - 2,930,600 24,666,251
Revaluation -
Disposals (5,234,142) (5,234,142
At 31 December 2019 4392320 31,921,362 25,350,684 21,696,244 16415446 13,483,731 2,533,308 17,565,144 133,358,239
Additions 639,667.35 3,594,138 8148380 4041217 32,788,021 662,308 6,659,979 24,500 1,678,662 58,236,872
Disposals (3306,726)  (348,160)  (375,000)  (375,000) (4,404,886)
At31 December 2020  639,667.35 4,679,732 39,721,582 29,016901 54,109,265 17,077,754 20,143,710 2,557,808 19,243,806 187,190,225
i ST O ey NS I S B
Switch of Bldg
At 1 January 2019 - 6723258 16,898,808 13,921,644 11,046,994 7,677,809 3122307 1,841,364 8,565,468 69,797,653
Charge for the year 658,848 2741899 1905823 1,191,662 1,336,824 1,223,065 200,580 1275329 10,534,030
Disposals (5,234,142) (5,234,142)
At 31 December 2019 - 2147964 19,640,708 15827466 12,238,656 9,014,634 4345372 2,041,943 9,840,797 75,097,541
Additions 740,188 3476998 2457033 4835032 1,621,566 2,109,448 140,791 1,563,145 16,944,200
Disposals (1,930,166)  (307,049) (2,237,215)
At 31 December 2020 - 957,986 22,810,656 18,284,499 17,073,688 10,636,200 6,454,820 2,182,734 11,403,943 89,804,526
Net Book Value
2018 December 2903204 8892256 7,631,726 5833980 6,424,703 5,681,579 691,944 6,069,077 44,128,478
2019 December 2244356 12,280,654 9523218  9457,588 7,400,813 9,138,359 491,364 7724347 58,260,698
2020 December 3,721,746 16910925 10732402 37035577 64415555 13,688,890 375,073 7,839,864 97,385,699
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23. Intangible Assets (Bank)

Cost: Software (Nu)
At 31 December 2019 66,117,907
Additions 25,546,632
Disposals

At 31 December 2020 91,664,539
Acc. Dep:

At 31 December 2019 36,306,769
Additions 9,696,488
Disposals

At 31 December 2020 46,003,257
Net book value:

At 31 December 2019
At 31 December 2020

29,811,138.37
45,661,282.36

24. Due to Customers 2020 (Nu) 2019
Fixed Deposit 3,922,631,350 3,957,958,766
Recurring Deposit 97,514,050 67,139,730
Savings Deposits 2,751,940,526 2,062,624,378
Current Accounts 928,543,092 768,098,411
Interest Payable 315,019,448 281,386,509
Deposit EIR adjustment (7,932,158) (16,131,840)
Total 8,007,716,309 7,121,075,953
(Nu)
25. Due to Other Banks 2020 2019
Bank of Bhutan Limited 700,000,000 300,000,000
Bhutan Development Bank Limited 882,629,649 415,179,005
Bhutan National Bank Limited 300,000,000 1,650,000,000
Druk PNB Limited 523,500,000 525,927,683
Total 2,406,129,649  2,891,106,687
(Nu)
26. Debt issued and other borrowed Fund 2020 2019
Subordinate term debt (Bonds of RGoB) amounting to
Nu.150,000,000 and Nu.350,000,000 issued for 10 470,000,000 470,000,000
years and 7 years @ coupon rate of 6% p.a and 9% p.a
Total 470,000,000 470,000,000
(Nu)
27. Current Tax Liabilities 2020 2019
Balance as at 1st January 64,733,499 49,143,601
Assessed tax paid/payable for earlier year
Current year provision 38,359,049 64,733,499
Less: Payment of tax (64,733,499) (49,143,601)
Balance as at 31st December 38,359,049 64,733,499
Deferred Tax Liabilities - 5,366,989
Total Tax Liability 38,359,049 70,100,487
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28. 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 Accounting
Standard - BAS 39 (Financial Instruments: Recognition & Measurement) under headings of the Statement

of Financial Position.

As at 31-Dec-2019-Bank Held for — Amortized  Heldto g Total
Trading Cost maturity
Analysis of Financial Instruments by Measurment
Basis
Financial Assets
Cash & cash Equivalents 1,021,898,854 1,021,898,854
Cash & Balances with Central Bank 1,218,467,024 1,218,467,024
Placement with other Banks 1,543,307,210 1,543,307,210
Loans & Advances to Customers 7,622,781,761 7,622,781,761
Equity Instruments 7,750,000 7,750,000
Debt Instruments 21,208,042 21,208,042
Other Financial Assets: -
Sundry Receivables 1,163,069 1,163,069
Security Deposits 1,020,293 1,020,293
Financial Liabilities -
Due to Customers 7,121,075,953 7,121,075,953
Due to Banks 2,891,106,687 2,891,106,687
Debts issued and Other Borrowed Funds 470,000,000 470,000,000
Other Financial Liabilities 120,170,742 120,170,742
Analysis of Financial Instruments by Measurment Basis 2020 E:::i::; Amortéz:; ml;lfli(:i:; AFS Total
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 7,750,000 7,750,000
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 8,007,716,309 8,007,716,309

Due to Banks
Debts issued and Other Borrowed Funds

Other Financial Liabilities

2,406,129,649
470,000,000

258,527,765

2,406,129,649
470,000,000

258,527,765
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Reflected in Reflected in Stat ¢ of

. eflected in Statement o

29. Deferred Taxatlon tatement O.f.Financial Comprehensive Income
Position

Deferred Tax Assets, Liabilities and Income Tax (Nu) (Nu)
relates to the followings 2020 2019 2020 2019
Defined Benefit Asset (180,579) (1,401,682) (1,582,260) (1,141,994)
Deposit EIR 7,219,199 4,839,552 (2,379,647) (913,822)
GAAP vs BFRS Loan Provision (9,155,857) 1,929,118 11,084,975 (425,254)
Total (2,117,236) 5,366,989 (2,117,236) 7,123,068 (2,481,070)

Since, the DRC now requires bank to file tax based on the taxable income arrived at as per the BAS
Accounts the deferred tax is not applicable for the final presentation.

(Nu)

30. Other Liabilities 2020 2019
Financial

Sundry Creditors 30,620,633 595,033
Provision Against Off-Balance Sheet items 37,976 8,062,947
Others 227,869,156 111,512,762
Provision for Dividend/Retained Earning - 66,027,745
Non Financial

Others 601,929 467,667
Total 259,129,694 186,666,154
(Nu)

31. Share Capital 2020 2019
Share Capital (42,499,786 shares of Nu.10/- each fully paid) 600,252,230 424,997,860
Bonus Shares issued (5,591,654 shares of Nu.10/- each fully paid) 55,916,540
Rights Shares issued (11,933,783 shares of Nu. 10/- each fully paid) - 119,337,830
Total Share Capital 600,252,230 600,252,230
31.1 Reconciliation of Equity Share Capital Number of shares

As at 31st December 2019 60,025,223 42,499,786
Change during the year (Bonus shares issued-5,591,654) and Right Share

issued-11,933,783) 17,525,437
As at 31st December 2020 60,025,223 60,025,223

T Bank Annual Report 2020

61



NOTES TO FINANCIAL STATEMENTS

32. Reserve & Surplus 2020 2019
Retained Earnings

Opening Balance 265,476,903 229,343,717
Profit during the year as per Statement Comprehensive Income 16,864,977 173,614,304
Other Comprehensive Income, net of tax 923,920 (2,382,706)
Adjustments (Bonus Shares issue) - (55,916,540)
Add: Addition during the year to Exchange Fluctuation Reserve (14,043,453) (6,102,354)
Transfer during the year - (66,027,745)
Share Premium Account - 3,424
BFRS Adjustment (Ref -Note below 32.1) 1,937,891 (7,055,197)
Balance as per BAS/BFRS 271,160,239 265,476,903
Exchange Fluctuation Reserve

Opening Balance 18,457,824 12,355,470
Addition during the year 14,043,453 6,102,354
Closing Balance 32,501,277 18,457,824
Total Reserves & Surplus 303,661,515 283,934,727

32.1 The Company has adopted BFRS — 9 in the year 2018 and prepared the BAS complied
financial statements for the year 2020. The BFRS Adjustment reconciliation is shown below:

Opening Balance (due to BFRS adoption from SOFP) 337,815 (13,274,991)
Addition during the year from SOFP: (23,189,295) (337,815)
Addition during the year from SOCI: 24,789,371 6,557,608
Total 1,937,891 (7,055,197)

33. Committement 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.

33.1 Committement and Contingencies (Nu)

As at 31st December 2020 2019
Contingent Liabilities

Performance Guarantees 99,013,216 71,885,528
Financial Guarantees 110,853,878 27,299,984
Import Letter of Credits 216,662,948 268,982,308
Other

Income tax demand not acknowledged as debt - -
Commitment & contingencies 426,530,042 368,167,819
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33.2 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.

34 Related Party Disclosure

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.

34.1 Parent & Ultimate Controlling Party
The Bank does not have an identifiable parent of its own.
34.2 Transaction 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.

34.2.1 Transactions with Key Managerial Personnel (KMPs)

(Nu.)
For the Year Ended 31st December 2020 2019
Remuneration paid to CEO 4,309,822.00 3,726,432.00
Sitting Fees paid to CEO 161,000.00 98,000.00
Directors’ fees & expenses 1,044,017.00 903,827.28
Total 5,514,839.00 4,728,259.28

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.

2020 2019 Average Balance
Limit Closing Balance Limit Closing Limit | Closing
Balance Balance
Loansand 14 ¢, 44 8,063,359 | 17,181,400 11,575.415 13,181,400 9,819,387
Receivables

34.3.3 Deposits from KMPs and their CFMs are detailed below:
2020 2019
Deposits 290,902.94 842,902.94
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34.4 Transactions, Arrangements and Agreements involving Entities which are controlled

and /or jointly controlled by the KMPs:

2020 2019
Loans & receivables:
BCCL Overdraft Facility 20,198,041.55 19,862,694
BCCL Overdraft Facility 31,098,267.64 31,197,626
BCCL-OWMI Overdraft Facility 93,677,166.12 92,703,391
Bhutan Fruit Products Overdraft Facility 20,855,459.17 22,030,170
Druk Petroleum Corporation Overdraft Facility - 22,383,735
Tashi Thuendrei Lerig Overdraft Facility 25,323,249.06 26,730,758
Tashi Metals Private Limited Overdraft Facility - 10,796,424
Tashi Metals Private Limited Term Loan 68,285,933.35 65,377,583
Tashi Tours and Travel Overdraft Facility 226,990

93,907.75
Tashi Tours and Travel Term Loan 115,446.00 615,524
Bhutan Airlines Term Loan 31,614,509.33 1,340,880
Tashi Air-OWST Overdraft Facility 53,626,274.31 -
Tashi InfoComm Ltd. Term Loan 83,459,997.63 -
Dasho Topgyal Dorji Overdraft Facility 26,917,950.32 46,567,903
Tashi Commercial Corporation Overdraft Facility 1,292,716.21 1,662,194
Tashi Commercial Corporation Head office =~ Term Loan 60,061,644
61,942,365

Tashi Commercial Corporation Head office =~ Overdraft Facility - 5,557,954
Tashi Commercial Corporation Head office ~ Overdraft Facility 32,680,443.67 -
Tashi Beverages Limited Term Loan 1,219,047.87 20,016,438
Tashi Beverages Limited Term Loan 55,373,321 54,454,932
Tashi Beverages Limited Term Loan 2,419,013.49 -
Tashi Beverages Limited Term Loan 1,214,106.59 -
Tashi Commercial Complex Overdraft Facility 22,997,800.18 22,451,133
Tashi Spare parts Overdraft Facility - -
Tashi Phuntsholing Complex Term Loan - -
Tashi Industries Corporation Overdraft Facility 970,296.68 921,154
RICBL Overdraft Facility - 149,999,593
Bhutan Oil Distributors Overdraft Facility - -
SKW Tashi Metals & Alloys Pvt. Ltd. Overdraft Facility - 19,764,809
TICMATHA Overdraft Facility - -
TRTI Overdraft Facility - -
Hotel Druk Overdraft Facility 2,246,752.49 2,214,060
Documentary Credits
Bhutan Hyundai Motors 58,267,281.90 54,373,905
Guarantees
Bhutan Airlines 62,233,800.00 27,551,845
Bhutan Hyundai Motors 3,200,000
Bhutan Oil Distributors 183,680
Bhutan Carbide and chemical limited 660,165
Corporate Bonds
Tashi Air Pvt. Ltd. 20,000,000
Total 758,123,146.84 782,907,183
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34.5 Goods and Services Purchased

During the year, the Bank purchased goods and services from entities where KMPs have either
control and / or joint control.

(Nu)
For the year ended 31st December 2020 2019
Tashi Real Estate Pvt. Ltd 6,416,407.80 6,042,633.60
Bhutan Brewery Pvt. Ltd. 360,000.00 360,000.00
Tashi InfoComm Ltd. 2,004,622.72 1,943,192
Hotel Druk 121,566.00 121,183.00
RICBL 371,532.96 914,406.00
Total 9,274,129.48 9,381,415

34.6 Transactions with Subsidiaries
The Bank has no subsidiaries.

35. Events after the Reporting Period

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

36. 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.
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The following table shows an analysis of financial instruments recorded at fair value by level
of the fair value hierarchy.

31st December 2020 Level 1 Level 11 Level 111
Financial Investment at cost - - 7,750,000
31st December 2019

Financial Investment at cost - - 7,750,000

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.
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2020 (Nu)

2019 (Nu)

Carrying
Value

Fair Value

Carrying
Value

Fair Value

Financial Assets
Cash & cash equivalents

Balances with Royal Monetary
Authority of Bhutan

Placements with Banks

Loans & Advances to Customers
Equity Instruments

Debt Instruments

Other Financial Assets
Financial Liabilities

Due to customers

Due to Banks

Debts Issued & Other Borrowed
Funds

Other Financial Liabilities

1,014,176,237
1,449,189,826

1,002,529,767
8,440,262,427
7,750,000
358,074,070
1,222,268

8,015,648,467
2,406,129,649
470,000,000
258,527,765

1,014,176,237
1,449,189,826

1,002,529,767
8,028,499,326
7,750,000
354,829,528
1,222,268

8,007,716,309
2,406,129,649
470,000,000
258,527,765

1,021,898,854
1,218,467,024

1,543,307,210
7,968,933,703
7,750,000
21,208,219
2,183,362

7,137,207,794
2,891,106,687
470,000,000
120,170,742

1,021,898,854
1,218,467,024

1,543,307,210
7,622,781,761
7,750,000
21,208,042
2,183,362

7,121,075,953

2,891,106,687
470,000,000

120,170,742

37. Risk Management
37.1 Credit Risk

Credit quality by class of financial asset

The tables below show the credit quality by the class of asset for all financial assets exposed to
credit risk. 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

(Nuw)

Past due but

. . Individually Total
not impaired

31 December 2020 .
Impaired

nor Individually

impaired

Cash & cash Equivalents 1,014,176,237 - - 1,014,176,237
Cash & Balances with i
Central Bank 1,449,189,826 - 1,449,189,826
Placement with other Banks 1,002,529,767 - 1,002,529,767
éffs‘?j nﬁ r’:dvances to 6,336,642,511  1,691,856,815 - 8,028,499,326
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
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Age Analysis of past due (i.e. facilities in arrears of 1 day and above) but not impaired loans by Class of

Financial Assets.
Past due but not impaired
Less More
than 30 31;;62 61;;92 than 90 Total
Days Y Y days

Loans & receivables to | 44 o560 400 | 701643357 | 173,544,393 | 392.412.645  1,691,856,815
other customers

Neither past

due nor Past due but  Individually
31 December 2019 Individually not impaired Impaired Total

impaired
Cash & cash Equivalents 1,021,898,854 - - 1,021,898,854
Cash & Balances with Central 1 518 467,024 . . 1,218,467,024
Placement with other Banks 1,543,307,210 - 1,543,307,210
Loans & Advances to 5,615,676,105  1,780,688,097 226,417,559 7,622,781,761
Customers
Equity Instruments 7,750,000 - - 7,750,000
Debt Instruments 21,208,042 - - 21,208,042
Other Financial Assets 2,183,362 - - 2,183,362
Total 9,430,490,596 1,780,688,097 226,417,559 11,437,596,252

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

Less than 31-60 61-90 More than Total

30 Days Days Days 90 days
Loans & receivables to other | 504 549 234 | 409,490,023 | 342,534,729 | 324.414.111 | 1,780,688,097
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.

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
Cash & Balances with Central

Bank 1,449,189,826 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 8,018,064,828 8,018,064,828
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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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

Country Risk - Geographical Analysis

As at 31-Dec-2019 Bhutan Asia Americas Total
Cash & cash Equivalents 253,606,694 768,292,159 1,021,898.,854
Cash & Balances with
Central Bank 1,218,467,024 1,218,467,024
Placement with other
Banks 1,059,662,025 373,797,282 109,847,903 1,543,307,210
Loans & Advances to
Cust.orners 7,622,781,761 7,622,781,761
Equity Instruments 7,750,000 7,750,000
Debt Instruments 21,208,042 21,208,042
Other Financial Assets 2,183,362 2,183,362
Regional Break-up of Loans (Net Loans)
Gelephu 254,709,408
Mongar 146,652,773
Paro 435,224,100
Phuentsholing 805,900,956
Samdrupjongkhar 159,039,301
Samtse 64,177,178
Thimphu 5,207,158,665
Trashigang 114,205,942
Wangdue 435,713,437
Total 7,622,781,761
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Industry Analysis

31st December Industrial ~ Government Seer?es & . Financial  Transport Trade & Consumer Others Total
2020 tourism Construction . Commerce

Services
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 1,732,637,979  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
31st December Industrial ~ Government Servufes & . Financial  Transport Trade & Consumer Others Total
2019 tourism Construction . Commerce

Services
Balances with
Central Bank B B . B - B B T 1,218,467,024  1,218,467,024
Placement with . . ) . . . .
other Banks - 1,543,307,210 1,543,307,210
Loans & Advances
to Customers 242,742,523 - 1,044,837,722  2,762,513,372 - 119,084,658 935,007,712 1,013,814,243 1,504,781,532  7,622,781,761
Equity Instruments - - - - - - - - 7,750,000 7,750,000
Debt Instruments 21,208,042 - - - - - - - 21,208,042
Other Financial
Assets _ _ R _ R _ _ _ 2,183,362 2,183,362

Economic sector risk concentrations within the gross loans and advances to customers are as follows:

31-Dec-20 As at 31-Dec-2019
Amount (Nu.) % Amount (Nu.) %
Industrial 319,805,450 3.98% 242,742,523 3.18%
Services & tourism 1,732,637,979 21.58% 1,044,837,722 13.71%
Construction 2,979,241,141 37.11% 2,762,513,372 36.24%
Transport 214,210,540 2.67% 119,084,658 1.56%
Trade & Commerce 907,118,863 11.30% 935,007,712 12.27%
Consumer 1,380,018,201 17.19% 1,013,814,243 13.30%
Others 495,467,152 6.17% 1,504,781,532 19.74%
Total 8,028,499,326 100% 7,622,781,761 100%

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
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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

31st December 2020 Exposure to credit Net Collateral Net Exposure
Risk (Nu)
Financial Assets
Placement with other Banks 1,002,529,767 1,002,529,767
Loans & Advances to Customers 8,028,499,326 11,469,284,751 )
Financial Investments Held to
Maturity 7,750,000 7,750,000
Investment’s in Bonds 354,829,528 354,829,528
Other Financial Assets 1,222,268 1,222,268
Maximum
Exposure to credit

31st December 2019 Risk (Nu) Net Collateral  Net Exposure
Financial Assets
Placement with other Banks 1,543,307,210 - 1,543,307,210
Loans & Advances to Customers 7,622,781,761 10,889,688,229.64 -
Investment’s in Bonds 21,208,042 - 21,208,042
Other Financial Assets 2,183,362 - 2,183,362

37.2 Liquidity Risk and Funding Management

The tables below summarize the maturity profile of the undiscounted cash flows of the Bank’s financial
assets and financial liabilities as at 31st 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.
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31st December 2020 up to 3 months 3 to 12 months 1 to 3 years 3-Syears  Over 5 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 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
31st December 2019 up to 3 3tol2 1 to 3 years 3-5 years Overs Total
months months years

Cash & cash Equivalents 1,021,898,854 - - - - 1,021,898,854
Cash & Balances with Central Bank 1,218,467,024 - - - - 1,218,467,024
Placement with other Banks 510,020,929 1,033,286,281 - - - 1,543,307,210
Loans & Advances to Customers 965,623,218 1,173,749,369 311,451,029 929,512,785 4,242,445,360  7,622,781,761
Equity Instruments - - - 7,750,000 7,750,000
Debt Instruments - - - 21.208,042 21,208,042
Other Financial Assets - 2,183,362 - - - 2,183,362
Total Assets 3,716,010,024  2,209,219,012 311,451,029 929,512,785 4.271.403.402 11,437,596,253
Due to Banks 1.376,374.726 1,514,731,961 - - - 2,891,106,687
Due to Customers 3.130.722.789 842,143,109 1,943,967,568 605,316,059 598,926,429  7,121,075,954
Debts Issued & Other Borrowed ) ) ) 470,000,000 470,000,000
Funds

Other Financial Liabilities 60,085,371 60,085,371 - - 120,170,742
Total Liabilities 4,567,182,886 2,416,960,441  1,943,967,568 605,316,059 1,068,926,429 10,602,353,383
Net Financial Assets/(Liabilities) (851,172,861) (207,741,429) (1,632,516,539) 324,196,726 3,202,476,973 835,242,869

T Bank Annual Report 2020




NOTES TO FINANCIAL STATEMENTS

37.3 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 3-5 Over 5
Months 3-12 Months 1-3 Years Years Years Total
As at 31 Dec 2020
Contingencies
Performance Guarantees 6,555,810.93 77,696,385.08 14,761,019.94 99,013,216
Financial Guarantees 47,403,878.00  63,450,000.00 110,853,878
Import Letter of Credits ~ 183,222,787.76  33,440,160.00 216,662,948
Total Contingencies 426,530,042
Over
Less than 3-12 3-5
3 Months Months 1-3 Years Years > Total
Years
As at 31 Dec 2019
Contingencies
Performance Guarantees 15,500,420 46,037,242 10,347,866 71,885,528
Financial Guarantees 15,363,369 10,970,504 966,112 27,299,984
Import Letter of Credits 147,626,428 121,355,879 268,982,308
Total Contingencies 178,490,217 178,363,625 11,313,978 - - 368,167,819

37.4 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.

Non-
31st December 2020 Upto 3 Months  3-12 Months 1-3 Years 3-5 Years Over 5 Years Interest Total
Bearing

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
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 1,393,198,016 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 sensitivity Gap (3,344,030,024)  (121,981,219) (1,372,879,241) 44,177,320  3,286,291,329 (1,508,421,836)
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Non-

31st December 2019 Upto 3 Months  3-12 Months 1-3 Years 3-5 Years Over 5 Years  Interest Total

Bearing
Placement with other Banks 510,020,929 1,033,286,281 - - - - 1,543,307,210
Loans & Advances to 965,623,218 1,173,749,369 311,451,029 929,512,785 4,242,445 360 - 7.622,781,761
Customers
Debt Instruments - - - - 21,208,042 - 21,208,042
Total Assets 1,475,644,147 2,207,035,650 311,451,029 929,512,785 4,263,653,402 - 9,187,297,013
Due to Banks 1,376,374,726  1,514,731,961 - - - - 2,891,106,687
Due to Customers 3,130,722,789 842,143,109 1,943,967,568 605,316,059 598,926,429 - 7,121,075,954
Debis Issued & Other 470,000,000 - 470,000,000
Borrowed Funds -
Total Liabilities 4,507,097,515 2,356,875,070 1,943,967,568 605,316,059 1,068,926,429 - 10,482,182,641
Interest Rate sensitivity Gap  (3,031,453,368) (149,839,420) (1,632,516,539) 324,196,726 3,194,726,973 - (1,294,885,629)

37.4.1 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.

37.4.2 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

2020 2019
Rate Sensitive Assets (RSA)* 9,375,424,123 9,187,297,013
Rate Sensitive Liabilities (RSL)* 10,883,845,958 10,482,182,641
GAP (RSA - RSL) (1,508,421,836) (1,294,885,628)

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

Interest Rate Shock 2020 2019
0.50% (7,542,109) (6,474,428)
1.00% (15,084,218) (12,948,856)
-0.50% 7,542,109 6,474,428
-1.00% 15,084,218 12,948,856
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37.5 Currency Risk

The table below indicates the currencies to which the bank had significant exposure as at 31 December
2020. The analysis calculates the effect of a reasonable possible movement of the currencies against

the Ngultrum (Nu).
2020 2019
Change in currency rate Effect Effect on Change in Effect on Effect on
in % on profit Equity currency | profit before Equity
before tax rate in % tax
USD 4.75% 56,173,811 | 39,321,667.49 9.67% | 24,409,412.57 | 17,086,588.80
37.6 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.

37.7 Maturity Gap Analysis

Within 12 After 12
As at 31 Dec 2020 Months 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

1,449,189,826
1,002,529,767

1,881,646,142 6,136,418,686 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 6,041,443,266 12,074,813,948
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Liabilities

Due to Customers 3,944,057,503  4,063,658,807 8,007,716,309
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
Differed Tax Liability - - -
Other Liabilities 129,564,847 129,564,847 259,129,694
Total Liabilities 6,518,111,048  4,663,223,655  11,181,334,703
Maturity Gap (1,084,740,366) 1,978,219,611 893,479,245
Cumulative Gap (1,084,740,366) 893,479,245

As at 31 Dec 2019 Wiin 12 Apper 12 Total

Assets

Cash & cash Equivalents

Cash & Balances with Central Bank
Placement with other Banks

1,021,898,854
1,218,467,024
1,543,307,210

1,021,898,854
1,218,467,024
1,543,307,210

Loans & Advances to Customers 2,139,372,588 5,483,409,174 7,622,781,761
Equity Instruments - 7,750,000 7,750,000
Debt Instruments - 21,208,042 21,208,042
Defined Benefit Assets - (4,672,272) 4,672,272)
Other Financial Assets 2,183,362 - 2,183,362
Other Assets 102,140,422 - 102,140,422
Property, Plant & Equipment - 58,260,697 58,260,697
Intangible Assets - 29,811,139 29,811,139
Total Assets 6,027,369,459 5,595,766,780  11,623,136,239
Liabilities

Due to Customers 3,972,865,898 3,148,210,056 7,121,075,954
Due to Banks 2,891,106,687 - 2,891,106,687
Debt issued and Other Borrowed Funds - 470,000,000 470,000,000
Current Tax Liabilities 64,733,499 - 64,733,499
Deferred Tax Liability - 5,366,989 5,366,989
Other Liabilities 93,333,077 93,333,077 186,666,155
Total Liabilities 7,022,039,161 3,716,910,122  10,738,949,283
Maturity Gap (994,669,702) 1,878,856,657 884,186,955
Cumulative Gap (994,669,702) 884,186,955

38 Management of Capital

The Bank’s main objectives of managing capital are:

(1) 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

(iii) to maintain a sufficient capital base to achieve a Capital Adequacy Ratio of the Bank based on
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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 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.

2020 (Nu.) 2019 (Nu.)
Tier 1 Capital
Paid-up Share Capital 600,252,230 600,252,230
General Reserve 288,631,641 249,046,789
Share premium 3,424 3,424
Retained Earnings
Total 888,887,295 849,302,443
Tier 2 Capital
Foreign Exchange Fluctuation Reserve 31,218,171 18,457,824
General Provision as per RMA Prudential Norms 84,228,409 81,000,775
Subordinate debt 444 443 647 424,651,221
Total 559,890,227 524,109,819
Total Capital 1,448,777,522 1,373,412,261

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

The Bank complied with all the RMA Prudentional Regulations 2017 requirements during 2020.

39. Segment Information

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

bank’s operating segments:
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31-Dec-20 Thimphu Phuentsholing Others Total
.. 511,288,072 81,725,515 179,080,694 772,094,280
Interest & Similar Income
Interest & Similar Expense 398,371,629 8,993,694 133,359,665 610,724,988
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 269,614,539 8,708,114 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 79,342,935
Impairment (charges)/reversal for 35.327.045 25,698,863 61,025,908
loans and other losses
Total Operating Expenses 195,429,448 17,372,812 88,811,650 301,613,910
Segment Profits 74,185,091 (8,664,698) (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
31 December 2019
Thimphu Phuentsholing Others Total
Interest & Similar Income 544,239,885 67,648,305 148,956,444 760,844,634
Interest & Similar Expense 343,875,177 33,871,624 54,501,964 432,248,766
Net interest income 200,364,707 33,776,681 94,454,479 328,595,868
Fee and commission income 37,025,561 13,820,919 8,453,812 59,300,292
Fee and commission expenses - - - -
Net fee and commission income 37,025,561 13,820,919 8,453,812 59,300,292
Other Operating Income 90,009,671 (254,727) 1,222,436 90,977,379
Total operating income 327,399,940 47,342,872 104,130,728 478,873,539
Personnel Expenses 59,163,685 8,716,779 23,652,471 91,532,935
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Depreciation on Property Plant

& Equipment 6,838,000 334,439 3,361,591 10,534,030
Amortization of Intangible 5,083,156 1,428,948 6,512,104
Ssets b 9 b 2 5 b

Other Operating Expenses 63,120,866 3,516,751 13,578,787 80,216,404
Impairment (charges)/reversal

for loans and other losses 53,073,714 53,073,714
Total Operating Expenses 187,279,422 12,567,969 42,021,797 241,869,188
Segment Profits 140,120,518 34,774,902 62,108,931 237,004,351
Total Assets 9,010,222,376 796,842,257 1,820,743,878 11,627,808,511
Total Liabilities 8,990,403,788 816,280,306 1,821,124,417 11,627,808,511

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:

2020 2019 2018 2017

Individual Impairment
Overdrafts 3,441,446 30,689,154 34,291,320

+ ice-
izﬁsl;rcl)agl;agl(g)ther Service i i 400,066
Total (A) - 3,441,446 30,689,154 34,691,386
Collective Impairment
Term Loans (Other + Service-
Tourism Loans) 174,409,472 131,105,142 70,468,470 69,437,441
Personal Loans 14,075,886 17,417,920 16,510,087 17,827,501
Loans Against Shares 17,589,107 4,921,671 3,109,159 613,334
Overdrafts 121,654,622 97,422,613 102,616,344 84,091,304
Housing Loans 52,171,739 66,093,115 36,660,257 28,446,605
Loans on Litigation - - 10,074,294 4,465,704
Total (B) 379,900,827 316,960,461 239,438,611 204,881,889
Total (A+B) 379,900,827 320,401,906 270,127,765 239,573,275
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THIMPHU BRANCH

TCC Complex Building, Opposite to Hotel Taj Tashi,
Samten Lam, Thimphu : Bhutan

Post Box No: 631

PABX. +97577103077/77199199; +975-2-337283
Fax No:+975-2-336236

Email ID: info@tbank.bt

PHUENTSHOLING BRANCH

TCC Complex Building, near Zangdopelri.
Samdrup Lam, Phuentsholing : Bhutan

Post Box No:118

PABX. +975 77190210/77190211; +975-5-253156
Fax No: +975-5-253157

PARO BRANCH

Tshongdue Town, Paro : Bhutan
Post Box No:1318

PABX. +975 7792077/7719177
Fax No: +975-8-272077

MONGAR BRANCH

Ist Floor, Tshering Yangzom Building,

Below Trashigang-Mongar Highway, Mongar : Bhutan
Post Box No: 149

PABX. +975-77192031/+975-4-641256

Fax No: +975-5-4-641255

WANGDUE BRANCH

Opposite to Druk PNB and RICBL Office,
Bajotown, Wangdue : Bhutan

Post Box No: 1269

PABX. +975 77191215/+97577191216
Fax No: +975-2-481733
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Gelephu
Sarpang

Trashigang

SAMDRUP JONGKHAR BRANCH
1st Floor, Namgayling House,

Samdrup Jongkhar : Bhutan

Post Box No:116

PABX. +975-77192032/+975-7-251652
Fax No: +975-7-251651

GELEPHU BRANCH

Opposite Tashilnfocomm Ltd. Office,
Gaden Lam, Gelephu, Sarpang : Bhutan
Post Box No: 212

PABX. +975 77190088/77190099

Fax No: +975-6-252274

TRASHIGANG BRANCH
Yeshey Samdrup Building ,
Trashigang : Bhutan

Post Box No: 104

PABX. +975 77183131/77183132

SAMTSE BRANCH

Phuntshok Building,

Samtse : Bhutan

Post Box No:349

PABX. +975 77192232/77192233

TRONGSA BRANCH

Ground Floor, Sangay Tenzin Building,
Trongsa : Bhutan

Post Box No: 556

PABX. +975-77192030



Date: 17-19 February, 2020
The Bank’s Annual Performance Review Meeting at River Guides of Panbang, Zhemgang

Date: 09.03.2020

To facilitate better and convenient banking services to the valued customers the branch office at
Phuntsholing was shifted from RICBL Building to TCC Complex Building near Zangdopelri, which
is located at the core of the town.
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Date: 02.04.2020

The employees of the bank, to show solidarity in times of need to the Tsa-Wa-Sum, contributed one
month pay amounting to Nu. 3.86 million to the His Majesty’s Kidu Fund and Prime Minister’s Fund
to fight against the COVID-19 pandemic. The CEO handed over the contribution.

Date: 02.05.2020
Installation of ATM terminals at Changzamtok, Thimphu above Flyover Bridge.
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Events 2020

Date: 15.05.2020

Installation of ATM terminal in Samdrup Jongkhar town.

Date: 10.07.2020

The management of the bank pose to thank His Majesty the King for bestowing the bank with royal
signature and books.The Management of T Bank, on behalf of its Board, Shareholders and Employees
solemnly thanks His Majecty the King for the Solera. The management also expressed their gratitute
to His Majesty the King for his tireless efforts and gracious initiatives in steering the nation through
the current challenging times of the COVID-19 pandemic.
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Date: 11th August to Sth September 2020
To provide undisrupted baking services during the national lockdowns two COVID-19 Task
Force Team were formed to working from the office in a self-containment mode.

a) COVID-19 Task Force getting tested on RT-PCR  b) COVID-19 Task Force delivering banking
Services during nationwide lockdown

Date: 11th August to Sth September 2020
To make banking facilities accessible to customers the bank provided door-to-door primary banking
services during lockdowns.
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Distribution and placements of Placed QR Codes in various shops across the country to
promote digital banking services.

a) The bank awarded Samsung Galaxy Note b) Cust Wi Award f

20 as the Merchant Winner Award (token of rgferr}ilsgorrnnae;imlllrrlrrllefiierﬁrto (r)égister
appreciation) for making maximum transactions withTPay App

using banks QR Code.

_ . ! c) Customer awarded with Samung Phone Galaxy
T&BANK ol Note 20 for carrying out the highest transactions
) with maximum amount using TPay app.

WINNER
Mr. Pema Namgyel

Congratulations for Winning our Customer’s Scheme with
a Samsung Phone, Galaxy Note-20 for carrying out the
highest transaction with maximum amount, through our
TPay Mobile App.
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Login in to TPayRemitl X

Send money family and friends in minutes

All fields marked with (*) are mandatory
Country*

Australia*

Email*

Enter your email

TPIN*

TPayRemit! Enter TPIN

*TPIN should have 6 digit number

Forgot your TPIN?

T Bank ATM Services

1. Cash Withdrawal

2. Mini Statment

3. Balance Inquiry

4. Fast Cash

5. Green PIN Generation
6. PIN Change

T Bank Card Facilities

1. Debit Card
2. Fuel Card

we MeePt C."d’ mm Revamped and upgraded TPay mobile application for simple,
convenient and efficient banking services for the customers

kb OF BAUTAN _ Download ‘TPA from




