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INDEPENDENT AUDITOR’S REPORT 
 

To  
The Shareholders  
Royal Insurance Corporation of Bhutan Limited 
 
Qualified Opinion 
 
We have audited the financial statements of Royal Insurance Corporation of Bhutan Limited 
(referred to as “the Corporation”), which comprise the statement of financial position as on 

December 31, 2021, Income statement and the Statement of Comprehensive Income, Statement 

of Changes in Equity and Statement of Cash Flows for the year then ended, and notes to the 

financial statements, including a summary of significant accounting policies.  

 
In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion 

section of our report, the accompanying financial statements present fairly, in all material respects, 

the financial position of the corporation, its financial performance and its cash flows for the year 

then ended in accordance with Bhutanese Accounting Standards (BAS/BFRS). 

 
Basis for Qualified Opinion 
 
(a) Note no. 46(d) to the financial statement, regarding Reserves for Accepted amounting to Nu. 

27,395,045 (Previous Year Nu. 23,530,033), included under insurance receivables, in respect 

of reinsurance business is pending reconciliation with the reinsurance partners, against which 

eventual adjustment are not ascertainable at this stage, therefore, impact on the financial 

statements, if any, cannot be commented upon. 

 
(b) Note no. 46(a) to the financial statements, regarding pending confirmation/reconciliation of 

balances and non-receipt of statement of account of both receivables and payables from/to 

various re-insurers aggregating to Nu. 483,514,159 (Previous Year Nu. 457,779,074) and Nu. 

239,568,792 (Previous Year Nu. 317,569,793) respectively. Claims payable under reinsurance 

business aggregating to Nu. 471,433,894 (Previous Year Nu. 577,951,369) are also pending 

confirmation/reconciliation with the re-insurance counterparty. Against these items eventual 

adjustment is not ascertainable at this stage, therefore, impact on the financial statements, if 

any, cannot be commented upon. 
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We conducted our audit in accordance with International Standards on Auditing (ISAs).                      

Our responsibilities under those standards are further described in the Auditor’s Responsibilities 

for the Audit of the Financial Statements section of our report. We are independent of the 

Corporation within the meaning of IESBA Code and have fulfilled our other responsibilities under 

those relevant ethical requirements. We believe that the audit evidence we have obtained is 

sufficient and appropriate to provide a basis for our qualified opinion. 

 
Key Audit Matters 
 

Key audit matters are those matters that, in our professional judgment, were of most significance 

in our audit of the Financial Statements of the current period. These matters were addressed in the 

context of our audit of the Financial Statements as a whole, and in forming our opinion thereon, 

and we do not provide a separate opinion on these matters. We have determined the matters 

described below to be the key audit matters to be communicated in our report. 

 

Why the matter was determined to be a Key 
Audit Matter 

How the matter was addressed in the 
audit 

 
1. Revaluation of Plant, Property & 

Equipment, and Investment Property 
The fair value of Plant, Property & 

Equipment and Investment Property is 

based on a valuation performed by an 

independent appraiser. The Valuation of all 

the building and structures located in core 

areas of Bhutan were made based on BSR 

2021 after adjustment of superior 

construction and amenities based on 

specification of individual assets for 

establishing Net Replacement Values (NRV) 

of the building components. The NRV thus 

established was depreciated in terms of 

different components of building & structures 

and the roofing as per international norms of 

valuation to get the Market Values (FMV) or 

the Depreciated Replacement Cost (DRC). 

 

Our audit procedures related to estimates of 

efforts to revalue the Plant, Property & 

Equipment and Investment Property includes 

following: 

x We discussed the property related data 

and the movements in value of the 

properties with management.  

x We refer to note 2 Summary of 

significant accounting policies, note - 22 

‘Investment Properties’, and note-23 

‘Property and Equipment’ in the financial 

statements about the valuation model, 

key assumptions and estimate 

uncertainty. 
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The Value of land that are integral part of 

buildings and structures were based on 

study of various media report, publications 

on land prices on Thimbu, Phuentsholing 

and other cities as also extensive enquiry 

with local real estate operators on the 

prevailing capital values.  

As the number of comparable transactions 

has been low for the last years and the 

valuation was performed using the above-

mentioned model, the estimate uncertainty 

related to the valuation is significant. We 

considered the valuation of investment 

property as a key audit matter because of 

the estimate uncertainty and the significance 

of the value. 

 
2. Valuation of properties acquired against 

settlement of Non-Performing Loans 
The Company has foreclosed the non-

performing Loans taking over the mortgaged 

assets having value of Nu. 415,728,240. The 

Fair value of property acquired is based on a 

valuation of the collateral through mutually 

agreeable rate between the borrowers and 

the company. As the valuation was mainly 

performed by negotiation with borrowers due 

to non-availability of independent valuer in 

Bhutan, the estimate uncertainty related to 

the valuation of the property acquired is 

significant. The Valuation of the property 

acquired was done one the basis of 

guidelines for managing non-performing 

Loans issued by Royal Monetary Authority of 

Bhutan. 

 

 

x We have obtained and verified internal 

valuation report of the Management and 

mutual agreement letters in respect of 

consideration agreed.  

x We refer to note 43 of notes to accounts, 

note no. 22 for Investment Properties 

and note no. 23 for Property & 

Equipment of financial statements about 

the valuation model, key assumptions 

and estimate uncertainty. 
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3. Valuation of Technical Provisions 

The estimation of liabilities arising from 

insurance contracts such as unearned 

premium reserve, deferred commission 

reserve, incurred but not reported reserve, 

deferred acquisition cost reserve as 

disclosed in the financial statements, 

involves a significant degree of judgement. 

These liabilities are based on the pattern of 

risk distributions over coverage period, the 

best-estimated ultimate cost of all claims 

incurred but not settled at a given date, 

whether reported or not, together with the 

related claims handling costs and 

persistency (including consideration of policy 

holder behaviour). Actuarial computations 

have been used to determine these 

provisions. Underlying these computations 

are a number of explicit or implicit 

assumptions relating to the expected 

settlement amount and settlement patterns 

of claims. Since the determination of such a 

provision requires the expertise of an 

external valuation expert who incorporates 

significant assumptions, judgements and 

estimations, the valuation of these liabilities 

was significant to our audit. 

 
We assessed management’s calculations 
of the technical reserves by performing 
the following procedures: 

x Using our team members, we applied our 

industry knowledge and experience, and 

we compared the methodology, data, 

models, and assumptions used against 

recognized actuarial practices. 

x Understood and tested the governance 

process in place to determine the 

insurance contract liabilities, including 

testing the associated financial reporting 

control framework; and 

x We also evaluated the methodology and 

assumptions or performed a diagnostic 

check to identify and follow up any 

anomalies. 

 
4. Recoverability of insurance receivable 

from policy holders, insurance 
companies and reinsurance companies 
The Corporation in its normal course of 

business is exposed to risks of non-

recoverability from policy holders, insurance 

companies and reinsurance companies due 

 

x We reviewed the past trend of actual 

amounts written off and the credit ratings 

of the counter parties (where available) 

to assess the provision held as at year-

end. We also discussed with 

management and reviewed 

correspondence, to identify any disputes 
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to disputes / litigations or due to deterioration 

of financial conditions of the counter party. 

Management’s related provision is subjective 

and is influenced by assumptions concerning 

the probability of default and probable losses 

in the event of default. 

and assessed whether such matters had 

been considered in the bad debt 

provision. 

 
5. Impairment of loans and advances to 

customers and other parties 
The allowance of loan losses are significant 

as they represent a substantial amount of 

impairment recognized in Financial 

Statements. The same is considered as a 

KAM since it relates to an accounting 

estimate which implies a high level of 

judgement on part of the management and 

are requirements in applicable BAS/BFRS, 

Royal Monetary Authority (RMA) Directions 

and other relevant regulations. Impairment of 

loans and advances to customers and others 

are either calculated on individual basis or a 

collective basis. The Corporation had 

established a policy to perform an 

assessment, at the end of 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. Models were 

used for this purpose, considering the 

similarity of credit risks and applying key 

assumptions such as, historical loss 

experience, loss identification period for 

incurred but unidentified impairment losses, 

macroeconomic factors, and special 

considerations for high-risk products and 

 

x We evaluated and tested the design and 

operating effectiveness of the relevant 

controls over the impairment 

assessments and impairment allowance 

computations for loans and advances to 

customers and other parties, including 

review and approval of results of credit 

reviews on impaired loans, the periodic 

revaluations of collateral, the estimation 

of future cashflows for impaired loans, 

and the collective impairment 

computations (including the selection and 

changes of models, data inputs and key 

assumptions and changes thereof used 

in the computations). 

x We performed independent credit 

reviews of selected samples, considering 

the credit profiles of the related 

borrowers, guarantors, and the collateral, 

as well as external evidence and factors, 

to ascertain whether management’s 

identification of impaired loans was 

appropriate. 

x For those loans and advances to 

customers and other parties which were 

assessed by management on a collective 

basis for impairment losses, we 

conducted independent testing on the 

appropriateness of the design and logic 
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geographical locations in the calculation 

methodology. Management assessed these 

key assumptions on a periodic basis and 

made adjustments. 

of the models employed by management. 

We tested the migration model for 

corporate loans and the roll rate models 

for personal loans, respectively, including 

completeness of the source data, 

appropriateness of the key assumptions, 

and mathematical accuracy of the 

calculations. 

 
6. Future performance of the Corporation 

The extent to which the COVID-19 pandemic 

will impact the Corporation’s financial 

performance and position will depend on 

future developments, which are highly 

uncertain. 

 

Our audit procedures considered the 

guidance laid down by the ‘ICAI Accounting 

& Auditing Advisory March 2020 - Impact of 

Corona virus on Financial Reporting and the 

Auditors Consideration’ highlighting few 

important areas which require particular 

attention in respect of the audit of the 

financial statements for the year 2021 

including: 

x Impairment of Non-financial Assets; 

x Impairment Losses (ECL, Bad debts 

etc.); 

x Going Concern Assessment; 

x Post Balance Sheet Events; 

x Presentation of Financial Statements; 

x Changes in Internal Controls; 

x External Confirmations; and 

x Audit evidence through electronic mode. 

We considered the above guidance and 

appropriately applied to our response to 

modification of our audit procedures to obtain 

sufficient appropriate audit evidence on the 

significant audit areas and reached 

appropriate conclusions thereon. 
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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 the financial statements in 

accordance with Bhutanese Accounting Standards (BAS/BFRS) 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 Corporation’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 Corporation or to cease operations, or has no realistic alternative but to do so. 
 

Those charged with governance are responsible for overseeing the Corporation’s financial 

reporting process. 

 
Auditor’s Responsibilities for the Audit of the Financial Statements 
 

Our objectives are to obtain reasonable assurance about whether the financial statements as a 

whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 

report that includes our opinion. Reasonable assurance is a high level of assurance but is not a 

guarantee that an audit conducted in accordance with International Standards on Auditing 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. 
 

Our additional responsibilities are provided in Annexure - I. 
 
OTHER MATTERS 
 

1. We have audited the financial statement of Royal Insurance Corporation of Bhutan Limited for 

the financial year 2021. We have applied our audit procedures on remote basis due to impact 

of Covid -19 pandemic at global level. The situation of COVID19 Pandemic and the resultant 

lockdown and travel restrictions in Bhutan led us to perform the audit procedures in remote 

mode taking help of IT enabled techniques. We have collected sufficient and appropriate audit 

evidence on remote basis to express our opinion on financial statement. We have planned and 

performed alternative audit procedures wherever physical presence was required. We have 

communicated and collected the audit evidence by the designated email-id. 
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2. The Internal Audit Manual of Royal Insurance Corporation of Bhutan specifies that, the internal 

auditing should be carried out on a half-yearly basis, however, most of the branches were 

audited after one and a half years due to pandemic. The Internal Audit Department completed 

auditing for 20 Branch Offices during the year 2021 and 13 Internal audit points were pending 

to be closed. 

 

Our opinion is not modified in respect of these matters. 
 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
As required by Section 266 of the Companies Act of Bhutan, 2016 (the Minimum Audit 

Examination and Reporting Requirements), we give in the Annexure-II, a statement on the 

matters specified therein to the extent applicable.  
 

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

a) We have obtained, except for matters described in the Basis for Qualified Opinion section, all 

the information and explanation, which to the best of our knowledge and beliefs were 

necessary for the purposes of our audit. 
 

b) Except for the effects of matter described in the ‘Basis for Qualified Opinion’ paragraph above, 

in our opinion, proper books of account as required by law have been kept by the Corporation 

so far as appear from our examination of the books, proper returns adequate for purpose of 

our audit have been received, 
 

c) The Statement of Financial Position, Income Statement, Statement of Comprehensive Income, 

Statement of Changes in Equity and Statement of Cash Flows dealt with by this report are in 

agreement with the books of accounts. 
 

d) Based on the information, explanation and management representation received during the 

course of our audit, the company has complied with all the applicable and relevant legal 

regulatory requirements.  
 

for KASG & Co. 
Firm Registration Number: 002228C 
Chartered Accountants 
 
 
CA. Bharat Goel 
Partner 
Membership No.: 060069 
 
UDIN :  
 
Place : Kolkata 
Date :            
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ANNEXURE - I 
(To Independent Auditor’s report of even date on the financial statements of Royal Insurance 
Corporation of Bhutan Limited for the year ended 31st December 2021). 
 

Responsibilities for Audit of Financial Statements 
[Audit Report of Royal Insurance Corporation of Bhutan Limited for the year ended on 31st December 2021] 
 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintained 
professional scepticism throughout the audit. We also: 
 
Identify and assess the risk of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain 
evidences 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 omission, misrepresentations, or the override of 
internal control. 
 
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 Corporation’s internal control. 
 
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the management. 
 
Conclude on the appropriateness of management’s use of the going concern basis of accounting 
and, based on the audit evidence obtained, whether a material uncertainty exists related to events 
or conditions that may cast significant doubt on Corporation’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 audit’s report. However, future events or conditions may cause the Corporation to 
cease to continue as a going concern. 
 
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. 
for KASG & Co. 
Firm Registration Number: 002228C 
Chartered Accountants 
 
 
 
CA. Bharat Goel 
Partner 
Membership No.: 060069 
 
Place : Kolkata 
Date :  
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ANNEXURE - II  
(To Independent Auditor’s report of even date on the financial statements of Royal Insurance 
Corporation of Bhutan Limited for the year ended 31st December 2021). 
 

MINIMUM AUDIT EXAMINATION AND REPORTING REQUIREMENTS 
[referred to in para under the heading “report on other legal and regulatory requirements” of our report of 
even date] 
 
To the best of our information and according to the explanations provided to us by the company 

and the books of accounts and records produced before and examined by us in the normal course 

of audit, we state that: 

 

GENERAL: 
 

a. The Corporation adhere to the corporate Governance Guidelines and Regulations as 

applicable to them. 
 

b. As observed during the course of audit, the Corporation pursue a prudent and sound financial 

management practice in managing the affairs of the Corporation. 
 

c. The financial statements are prepared in accordance with the Bhutanese Accounting 

Standards issued by the Accounting and Auditing Standards Board of Bhutan (AASBB). 
 

d. The proper books of accounts have been maintained and financial statements are in 

agreement with the underlying accounting records. 
 

e. The adequate records as specified under Section 228 of the Companies Act of Bhutan, 2016 

have been maintained. 
 

f. The mandatory obligations social or otherwise, if any, entrusted are being fulfilled. 
 

g. The amount of tax is computed correctly and reflected in the financial statements. 

 
TO THE EXTENT APPLICABLE IN THE CASE OF FINANCE AND INVESTMENT COMPANY 
 

1. The Corporation has maintained Property, Plant & Equipment (PPE) Register showing full 

particulars including quantitative details and situation of PPE. As explained to us, the fixed 

assets have not been physically verified by the management during the year in a 

phased/periodical manner, in all branches and head office due to COVID and travel 

restrictions. Therefore, we are unable to comment on any material discrepancies noticed on 

physical verification. 
 

2. The Corporation during the year 2021 has revalued Land & Building of the Property, Plant and 

Equipment (PPE) refer Note no. 23 of the financial statement. 
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3. The Corporation has borrowed money from various organizations and the terms and conditions 

of such loans are, prima facie, not prejudicial to the interest of the Corporation. According to 

information and explanations provided to us, there is no Company under the same 

management. 
 

4. The Corporation, in normal course of its operations, has granted loan to other companies, firms 

or other parties wherein the rate of interest and the other terms and conditions of loans availed 

are not, prima facie, prejudicial to the interest of the Corporation. According to the information 

and explanations provided to us, the Corporation has granted loans to the related parties, but 

the same are not prejudicial to the interest of the Corporation. 
 

5. The monetary measure issued by the Royal Monetary Authority was extended into phase III 

effective from 30th of June 2021 till 30th of June 2022. Under the monetary measure all loans 

sanctioned till 30th June 2020 were eligible for loan deferment till June 2022. The loans were 

provided with 50% interest waiver through His Majesty’s Kidu Fund till June 2022. Since the 

monetary measures were extended the company was required to consider the overdue days of 

the loans as on 31st March 2020 for the purpose of loan impairment. Accordingly certain 

parties in which cases, the outstanding loan balances as on 31st March 2020 comprising of 

principal and interests, are considered as non-performing assets as per Prudential Regulations 

2017 of the ‘Royal Monetary Authority of Bhutan’ and for which accrued interest as recognized 

have been reversed and provisioning for impaired loan or advances have been done in 

accordance with BFRS-9. The Corporation has provided Nu. 3,963,910,025 (P.Y. Nu. 

3,982,884,839) towards provision of Impaired Loans or advances in accordance with BFRS-9, 

as against Nu. 4,549,708,147 (P.Y Nu. 4,784,325,516) provided as per RMA Prudential Norms 

excluding Interest in Suspense of Nu. 1,261,945,926 (P.Y. Nu. 1,379,335,168). Further, we 

cannot comment on the compliances of other conditions mention in prudential norms related 

with identification of non-performing assets due to the worsened of debtor’s financial position 

and declining trend in borrower’s conditions due to non-availability of information with the 

Corporation. 
 

6. The advances to officers/staff are generally granted in keeping with the applicable provisions of 

service rules and no excessive/frequent advances are generally granted and accumulation of 

large advances against any particular individual is generally avoided. 
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7. In our opinion and according to the information and explanations given to us in course of the 

audit, the Corporation has generally established reasonably adequate system of internal 

controls to ensure completeness, accuracy and reliability of accounting records, to carry out 

the business in an orderly and efficient manner, to safeguard the assets of the Corporations 

well as to ensure adherence to the applicable rules / regulations and systems and procedures. 

However, loan appraisal, processing, claim settlement, bank reconciliation and internal control 

requires periodical review and improvement considering that fraud/ embezzlement of funds 

have taken place in the past as disclosed in the note no. 40 to the financial statement. 
 

The following is required as per Prudential Regulation 2017, which is not done: 
 

A. Internal Audit department is under process to keep a track of ensuring compliances relating to 

policies, resolutions and rules approved by the Board of Directors of RICB. 
 

B. Internal audit team is under process to keep a track of compliances of relevant laws, 

regulations and notifications issued by RMA. 
 

C. Transfer of unpaid dividend for more than 10 years to RMA under Abandoned Property Rules 

and Regulations and disclosures thereof. 

 

8. In our opinion and according to the information and explanations given to us, having regard to 

the exception that some of the items purchased are of special nature and suitable alternative 

sources do not exist for obtaining comparable quotations thereof, there is an adequate system 

of competitive bidding, commensurate with the size of the Corporation and the nature of its 

business, for the purchase of goods and services including plant and machinery, equipment 

and other assets. Since, the Corporation is in insurance business and financial services, it is 

not engaged in the purchase of stores and raw materials and sale of goods. 
 

9. The transactions entered  into by the Corporation wherein director(s) are directly or indirectly 

interested are not prejudicial to the interest of the shareholder and Corporation. Further, 

records under Section 228 of the Companies Act of Bhutan, 2016 are updated by the 

Corporation. 
 

10. As informed to us, the Corporation, in general, has a system of ascertaining and identifying 

unserviceable or damaged stores and loss, if any, on the sale of the same, which are duly 

accounted /charged in these accounts. 
 

11. The Corporation is maintaining reasonable records for sale and disposal of realizable scrap. 
 

12. Based on test verification of the records and as per the information and explanations given to 

us, in our opinion, the corporation is regular in depositing its rates and taxes, provident fund 
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and other statutory dues with the appropriate authorities. Further, the income tax was found to 

be adequately computed in accordance with the current applicable Taxation laws and has 

been appropriately disclosed in the financial statements. 
 

13. According to the information and explanations provided to us and so far, it appears from the 

examination of the books, there were no undisputed amounts payable in respect of rates and 

taxes, provident fund, and other statutory dues as on the last day of Financial Year 2021. 
 

14. During the course of our examination of the books of account carried out in accordance with 

the generally accepted auditing practices, we have neither come across any personal 

expenses (other than contractual and/or as per customary business practices), which have 

been charged to the Income Statement nor have we been informed about such cases by the 

management. 
 

15. According to information and explanation given to us, in our opinion, the credit appraisal 

process followed by the Corporation is reasonable. However, the management should take 

actions to correct the past lapses given that the company has high NPL mostly related to loans 

sanctioned in the past.  
 

16. The Corporation is engaged in insurance business and its system of screening commission 

agents is generally adequate, although the Corporation is yet to formulate a structured 

documented procedure to this effect. The agency commission structure is in keeping with the 

industry norms/ market conditions, as we have been given to understand by the management. 

As informed to us, the Corporation has, in general, a system of evaluating performance of each 

agent on a periodic basis. 
 

17. There has been, in general, a reasonable system for continuous follow-up of receivables for 

recovery of its outstanding amounts. Referring to the basis of our qualified opinion and the high 

NPL the same requires improvement to resolve the long pending issues. Also, age-wise 

analysis of outstanding amounts is generally not been carried out for management information 

and follow-up actions. 
 

18. On the basis of examination of the books of account and according to the information and 

explanations provided to us, the management of liquid resources particularly cash/ bank and 

short-term deposits, etc., are prima-facie appears to be adequate and as such no excessive 

amounts are lying idle in non-interest bearing accounts. Withdrawals of loan amounts are 

made after assessing the requirements of funds from time to time and no excess amount is 

withdrawn leading to avoidable interest burden on the Corporation. 
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19. Based on the information and explanations / representations given to us and on the basis of 

the examination of the books of accounts in accordance with the generally accepted auditing 

practices, the activities carried out by the Corporation are lawful and intra-vires to its Articles of 

Incorporation. 
 

20. The Corporation has a system of approval of the board for all capital investment decisions and 

investment in new projects are made only after ascertaining the technical and economic 

feasibility of such new ventures. 
 

21. According to the information and explanation given to us, there has been an effective 

budgetary control system for the Corporation, as a whole. In our opinion and to the extent 

revealed by our examination, the details of remuneration, commission and other payments 

made in cash or in kind to the Board of Directors including the Managing Director or to any of 

their relatives by the Corporation, directly or indirectly, are disclosed. The details of 

remuneration of the directors of the Corporation are disclosed in the Note no. 38.3.3 to the 

financial statements. 
 

22. In our opinion and on the basis of examination of the minutes of the Board, books and records, 

generally the directives of the Board issued have been complied with. 
 

23. According to the information and explanations given to us, the officials of the corporation have 

not transmitted any price sensitive information, which are not made publicly available, 

unauthorized to their relatives/ friends/ associates or close persons which directly or indirectly 

benefit themselves. We have, however, relied on the management assertion on the same and 

cannot independently verify the same. 

 
IN THE CASE OF FINANCE AND INVESTMENT COMPANY 
 

1. The minimum audit examination and reporting requirements considered clause no. 1-2, 12-15, 

17-20, 23-25, 29-35, 37-41 from the manufacturing, mining or processing company 

requirement, as found relevant and applicable to finance and investment company is disclosed 

above. 
 

2. In our opinion and on the basis of examination of books and records, adequate documents and 

records are generally maintained in respect of loans and advances and those agreements 

have been drawn up and timely entries have been made therein. 
 

3. In our opinion and on the basis of examination of books and records, proper records of the 

transactions have been maintained by the Corporation which have been timely updated for 

investments made in equity shares of the companies, both quoted and unquoted. 
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4. In our opinion and on the basis of examination of books and records, reasonable records are 

generally maintained for funds collected from depositors and for interest payment. 
 

5. In our opinion and on the basis of examination of books and records, the Corporation follows 

the accounting policy of making provisions for diminution, other than temporary, if any, in the 

value of investment in shares. 
 

6. In our opinion and on the basis of examination of books and records, the Corporation has 

generally complied with the requirements of Financial Services Act, 2011, Prudential 

Regulations 2017, BAS & BFRS, The Companies Act of Bhutan 2016 and other applicable 

laws, rules and regulations and guidelines issued by the appropriate authorities. In our opinion 

and according to the information and explanations furnished to us, the requirements prescribed 

by the ‘Royal Monetary Authority’ relating to provisioning for the non-performing assets 

including loans and advances have been complied with generally. 
 

7. On the basis of examination of books and records, recognition of interest income in respect of 

non-performing assets has been deferred in terms of Prudential Regulations 2017. 
 

8. According to the information and explanations provided to us, assets hypothecated against 

loans and advances, the Corporation, in general has a system of performing physical 

verification, proper valuation and execution of mortgage deeds at disbursement stage and the 

corporation also insures that at that stage such assets are free of any prior lien or charges. 

However, there is scope for improvement with regard to the same. 
 

9. According to the information and explanations given to us, the Corporation has, in general, 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. However, in case of loans where there is moratorium period for payment of 

principal and gestation of interest, the branch needs to keep a register to keep track of 

progress of project, timely disbursement request by customer, cost overrun, site inspection at 

regular interval may be quarterly/ half yearly or annual for individual projects, when the loan or 

interest moratorium of gestation is ending. 
 

10. According to the information and explanations given to us, the Corporation, in general, has a 

system of disposing assets taken over through open auction/sealed bids. 

 

11. The Corporation, in general, has the system for carrying out proper analysis before permitting 

re-phasing/rescheduling of loans (including non-performance loans). On the basis of 

examination carried out in accordance with the generally accepted auditing procedures and 
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based on the information and explanations provided by the management to us, rephrasing has 

generally not been permitted in respect of non-performing loans. 
 

12. On the basis of examination carried out in accordance with the generally accepted auditing 

procedures and based on the information and explanations provided by the management to us, 

the Corporation, in general, has the system to ensure that additional loans are not granted to 

those who have defaulted in repayment of previous advances. 
 

13. According to the information and explanations given to us, the corporation has not written off a 

loan during the year. 

 
IN CASE OF OTHER SERVICE SECTOR COMPANIES 
 

1. According to the information and explanations given to us, the Corporation maintains a 

reasonable system of costing to ascertain the cost of its services and enable it to make proper 

pricing decisions for its services. 
 

2. In our opinion and based on the examination of books and records, proper records are kept for 

inter unit transactions/ services and arrangement for services made with other agencies 

engaged in similar activities. 
 

3. According to explanation and information provided to us, the corporation has not acquired any 

machinery/equipment on lease or leased out to others. 

 
COMPUTERISED ACCOUNTING ENVIRONMENT 
 

1. According to the information and explanations provided to us, the organizational and system 

development controls and other internal controls are generally adequate commensurate with 

size and nature of computer installations except at few instances which has been reported 

elsewhere. 
 

2. According to information and explanations provided to us, back-up is stored at third party 

location. The back-up, restoration process and other safeguard measures appear to be 

adequate. 
 

3. The Corporation has a Disaster Recovery Plan (DRP) in place commensurate with the size and 

nature of business of the Corporation. 
 

4. The operational controls in the Corporation are generally adequate to ensure correctness and 

validity of input data and output information. 
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5. The measures to prevent unauthorized access to the computer installation and files are 

adequate. 
 

6. Tracking of NPA is half manually and half system driven. It is advisable to make a module as 

per RMA prudential norms so that the entire system of NPA tracking becomes system driven. 

As informed by the management, only additional provisioning is done manually and all other 

financial institutions are doing the same in Bhutan and also it requires approval from the RMA 

for the same. 

 
OTHER REQUIREMENTS: 
 

1. Going Concern: 

On the basis of attached financial statements, the financial ratios, ageing and expected dates 

of realization of financial assets and payment of financial liabilities, other information 

accompanying the financial statements, our knowledge of the Board of Directors and 

management plans and based on our examination of the evidence supporting the 

assumptions, nothing has come to our attention, which causes us to believe that any material 

uncertainty exists as on the date of the audit report and we state that the financial position of 

the company is healthy and we have no reason to believe that the Company is likely to 

become sick in the near future. We, however, state that this is not an assurance as to the 

future viability of the company. We further state that our reporting is based on the facts up to 

the date of the audit report and we neither give any guarantee nor any assurance. 
 

2. Ratio Analysis: 

Financial and Operational Results of the Corporation has been given in Exhibit-A to this 

report. 
 

3. Compliances with the Companies Act of Bhutan, 2016 

According to the information and explanations given to us by the management and based on a 

Compliance Checklist completed by the Corporation Officials, the Corporation has generally 

complied with the provisions of the Companies Act of Bhutan, 2016. Details are given in 

Exhibit-B to this report. 
 

 

 

 

4. Adherence to Laws, Rules and Regulations 

Audit of the Corporation is governed by “The Companies Act of Bhutan, 2016” and the scope 

of audit is limited to examination and reviews of the financial statement as produced to us by 

the management. In the course of audit, we have considered the compliance of provision of the 

said Companies Act. The Corporation does not have a comprehensive Compliance Reporting 
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and Recording System as regards adherence to all laws, rules and regulations, systems, 

procedures, and practices. Under the circumstances, we are unable to comment on the 

compliance of the same by the Corporation during the year 2021. 

 
 

 

 
for KASG & Co. 
Firm Registration Number: 002228C 
Chartered Accountants 
 
 
 
 
CA. Bharat Goel 
Partner 
Membership No.: 060069 
 
 
Place : Kolkata 
Date :  
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