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e Courtesy,
Professionalism
Skills
Integrity
Accountability

NPPF believes in having employees who are polite,
empathetic and service oriented.

NPPF believes in having employees who work
with defined standards and principles.

NPPF in

providing its

services is

guided by the

core values of : NPPF believes in having employees who are

experienced and proficient in carrying out their
duties.
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NPPF believes in having employees with
honest and strong moral character.

NPPF believes in having employees who are
ethical and sincere.
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About NPPF

The National Pension and Provident Fund (NPPF)
was established in March 2000 to manage and
administer the National Pension and Provident
Fund schemes with an objective to provide
income to members during retirement. The NPPF
administers pension and provident fund schemes,
which were introduced as mandatory savings
scheme. The members of NPPF are civil servants,
employees of state owned enterprise, and the
armed forces. NPPF plays a very important role
in providing members and beneficiaries with
relief and maintenance in case of disability, old
age and death. The pension benefits also helps

members in preserving the standard of living they
enjoyed during their employed life and provides
social safety net during retirement.

Employees of civil servants and corporate
sector contribute 11% of their basic salary and
a matching contribution by the employer. Of the
22% contribution, 16% is allocated to pension
fund, which is paid monthly to members when
they retire from the service and the remaining 6%
is allocated to provident fund, which is paid in
lump sum when a member retires.

The members of the Royal Bhutan Army (RBA)
and the Royal Bodyguard (RBG) contribute 15%
of the basic salary while the employer makes a
matching contribution of 15% for each member.
Of the total 30%, 19% is allocated to pension fund
and the remaining 11% is allocated to provident
fund scheme. The members working for Royal
Bhutan Police (RBP) contributes 12% each and
RBP makes a matching contribution of 12% for
each member. Of the 24% contributions, 15% is
allocated to pension fund and the remaining 9%
is allocated to provident fund.

Apart from administering the pension and
provident fund schemes, NPPF is also entrusted

with the fiduciary duty of managing funds and
making prudent investment. Today, NPPF is one
of the main sources of funding for most projects
and entities and has contributed greatly to the
economic development of the country.

With over 904 units rented out to members at
affordable rates in Thimphu, Phuentsholing,
Samdrup Jongkhar and Samtse, NPPF is one of
the biggest real estate developers in the country.
NPPF plans to build more affordable houses
and help resolving housing crisis in major cities
across the country.

To provide shelter after retirement, NPPF started
the Home Loan Scheme for members. Members
are eligible to take loan from NPPF and invest
in flats and residential apartment at minimum
interest rates. Further, as a value added service,
NPPF provides technical support by providing
designs and drawings at competitive rates.

NPPF will continue to re-invent itself and
introduce schemes that will make meaningful
differences in the lives of our members.
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Chairman
National Pension Board

Board of Director’s Report

The National Pension Board takes immense pleasure in presenting its Annual Report for the Financial
Year 2017-2018. The report highlights the NPPF’s achievements during the year and provides an
overview on social security aspect prevalent in our country.

On behalf of the board, | am pleased to report that NPPF had yet another successful year for which the
board acknowledges the hard work put in by the management and staff throughout the year.

Operational Highlights

During the year, there were 55,102 members as against 53,998 in the previous year registering a 2.04%
growth in total membership. Members represent about 8.08% of the total population of the country.
The growth was mainly because of inclusion of local government officials from the 205 gewogs under
the provident fund scheme during the year.

Similarly, the number of pensioners grew from 5,861 pensioners in 2016-2017 to 6,498 during the
year. The dependency ratio of pensioners to contributing members reached 11.79% during the year.
The average age of members is approximately 36 years and pensioners, 60 years.

Nu. 2,447.49 million was received as monthly contribution toward the pension and provident funds
and Nu. 1,220.12 million was paid out as monthly pension payment, refund of provident fund and
pension contributions.
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Draft National Pension and Provident Policy and Funding Policy of

the Defined Benefit pension scheme

The Draft National Policy on Pension and
Provident Fund Scheme was reformulated making
it a more generic national policy for extending
defined contribution provident fund scheme to
cover large section of the workforces under a
regulatory framework. Featuring inclusiveness,
affordability and accessibility to all sections of
the workforces from both formal and informal
sectors for enhancing contractual savings as well
as investment during saving period.

The government has approved the Policy in
principle and shall be submitted to the next
Government for approval and implementation.

In order to establish a framework for sound
and prudent financial management of the assets
and liabilities of the National Pension and
Provident Fund Plan (NPPFP) for civil service
and state enterprises; and Armed Forces Pension
and Provident Fund Scheme (AFPPES) for the

Audit Reports

members of armed forces, (collectively referred
to as the Plan), the NPPF has drafted Funding
Policy during the year and the National Pension
Board has endorsed it for onward submission to
Ministry of Finance.

The Policy outlines plan of actions and strategies
to manage the defined benefit plan liabilities by
reflecting on funding risks facing the Plan, setting
out priorities for orderly funding of the Plan
and providing rationale for the chosen funding
philosophy and practices.

The policy is intended to help plan administrators
and Board in administration, prudent management
and investment of funds of the Plans. In particular,
it is formulated to provide guidance on the
development and adoption of a funding policy to
meet the promised defined benefits.

M/S KRA & CO Chartered Accountants from New Delhi
audited the transactions and activities of the NPPF. The National
Pension Board is pleased to report that there were no major audit
observations in the auditor’s report on the financial statements.

NPPF has complied with all the critical observations made in the
past years. All the past Royal Audit Authority observations have

been resolved.

Some of the significant observations and recommendations made
by the statutory auditors on the accounts, internal control and
operations included the organization not having a risk matrix,
procurement manual and NPPF not collecting “life Certificate”

from pensioners.
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Financial Highlights

During the year, NPPF achieved revenue of Nu.
2,566.22 compared with Nu. 2,828.35 million last
year. The decrease in revenue was due to the impact
of fair value of equity shares. The actual revenue
earned during the year without the impact of fair value
was Nu. 2,491.72 million compared to Nu. 2,125.58
million last year registering a growth of 17.23%.
NPPF during the year made total investment of Nu.
8, 342.59 million in various investment portfolios.

The total operating expenditure of NPPF was Nu.
186.22 million registering an increase of 39.13%
from the previous year. However, the cash flow
expenditure was reduced from Nu. 108.4 million
to Nu. 100.7 million. The increase in expenditure
was mainly due to provisioning (Nu. 58.4 million
provisioned).

During the year, NPPF injected more than Nu. 6,
552.198 million in the economy by investing in
the form of loans to government and corporate
entities which includes loan to National Housing
Development Corporation Itd. (NHDCL), Bhutan
Ferro Alloys Ltd. (BFAL), State Mining Corporation
Ltd. (SMC), Bhutan Power Corporation (BPC),
Credit line loan to Bhutan Telecom (BT), Bhutan
Hydro Services Ltd. (BHSL), Bhutan Development
Bank (BDBL), Tashi Infocomm Ltd. (TICL),
Legphel Pvt. Ltd and Credit line loan to Dungsam
Cement Corporation Limited (DCCL).

NPPF also invested in right shares of Druk PNB
worth Nu. 33.15 million and increased its stake from
3.13% to 4.3% in June 2018. NPPF also participated
in commercial paper floated by STCBL worth
Nu. 28.60 million. During the year, investment in
deposit has also increased by Nu. 1,054.64 million
compared to the last financial year.

NPPF has helped the government in resolving
the housing crisis in Phuentsholing by financing

NHDCL’s housing project and renting
out to Bhutanese living across the border,
in Jaigaon.

As on 30" June 2018, NPPF’s total fund
size was Nu. 32,518.14 million as against
Nu. 28,708.29 million on 30th June 2017
registering a growth of 13.27%.

Rate of return

Over the past three years, NPPF has been
achieving an average return of 8.0% on
investments as compared to an average of
7.08% over the last 10-years. Similarly,
during the year, NPPF declared and
distributed 8.35% as Rate of Return (ROR)
to all the members.

Real Estate

As of date, NPPF owns 50 acres of land
and 93 buildings across the country and
provides 904 residential flats, offices and
commercial units. The total rental income
generated during the year was Nu 58.31
million. During the year, a Five-Year Real
Estate Investment Plan was developed and
approved to expand investments in real
estate to generate sustainable long-term
returns on investments.



Human Resource and Administration

Recognizing that employees form the mainstay of the organization, NPPF has accorded the highest
priority in enhancing human resource development and capacity building through various training,
workshops, seminars, field studies and knowledge exchange programs. A total of Nu.7.45 million
was invested in training and developing 98 employees inside the country and 33 employees outside
the country.

Finance and Accounts

NPPF became the third financial institution to adopt and implement the Bhutanese Accounting
Standards (BAS) where the financial statements for 2017-18 has been prepared based on it although
the adoption of standards time frame was up to 2019-2020.

Information and Communications Technology

Over the last 18 years since the commencement of NPPF, ICT has played a strategic role in carrying
out its operations. The application of ICT has enabled not only the automation of NPPF’s processes,
but also the transformation of operations and services, enabling improvements in the performance and
service quality of NPPF.

Most of NPPF systems were functioning on a stand-
alone basis making it inefficient and ineffective in
the operation. In order to overcome this shortcoming
and more importantly to keep pace with the evolving
technology and need of the organization, asituational
analysis and a way forward for a new integrated
ICT system for NPPF has been completed during
the previous year. During the year Phase-I of the
integrated ICT system for NPPF was successfully
completed. The Phase-I activities included studying
functional requirements, finalization of RFP and
TOR and drafting of NPPF ICT policy and strategies.
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Advocacy on NPPF schemes and services

NPPF carried out rigorous advocacy program for its members on its products and services in 9
Dzongkhags. Video documentary on the NPPF was featured for public viewing on Bhutan Broadcasting
Service, NPPF website and social media. The documentary provides information on pension and
provident fund schemes and other products and services.

Corporate Social Responsibility (CSR)

NPPF, in partnership with RICBL, initiated Lotedh Scheme as a Corporate Social Responsibility
to promote social values and culture. The primary objective of the scheme was to provide semso or
financial support to the immediate family members of a Lotedh member during the demise of family
members. During the year, 22 family members benefited from the scheme. Currently, there are 1054
Lotedh Scheme members. It is managed by Lotedh Scheme Trustees comprising of representatives
from pensioners who worked as civil servants and armed forces. Currently Mr. Nima Wangdi, former
Health Secretary is the Chairman of the Lotedh Scheme. NPPF provides secretarial services to Lotedh
Scheme Trustees.

Corporate Governance

NPPF complies with the provisions of the Corporate Governance Rules and Regulations of the
Royal Monetary Authority, 2018. The Ministry of Finance appoints the members of the Board, which
comprises of seven Board directors including the Chief Executive Officer.

In order to ensure good governance, the function of the Board is supported by the following Board
Committees as per the Corporate Governance Rules and Regulations:

Board Risk Management Committee
Board Audit Committee

Board Human Resource Committee

Board Tender and Procurement Committee

Howbd e

The details of Board sittings are reflected as follows:
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1. Board Meetings

1 Mr. Kinzang Chairman Secretary, Cabinet c Bhutan Helicopter Services Ltd.
Wangdi Secretariat Bhutan Broadcasting Service Ltd.
2 Mr. Phuntsho Director Secretar 6 Tangsibji Hydro Energy Ltd
Wangdi y gsiojr Hy gy Lta.
.. Independent ' Former Secretary,
3 | Mr. Lam Dorji ) 2 -
Director MoF
Col. Kinzang )
4 . Director RBA 4 -
Wangdi
Col. Tshering )
5 Director RBA 1 -
Namgyal
Mr. Yonten . . Dungsam Cement Corporation Ltd.
6 Director Director, DRC 6 )
Namgyel Army welfare project Ltd.
. National Housing Development
Mr. Pema R . Director, HOPE, .
7 . Director . 5 Corporation Ltd.
Rinchen HM’s Secretariat . .
Bhutan Care Credit Unit Ltd.
Bhutan Ferro Alloys Ltd.
Dagachhu Hydro Power Corporation
Ltd.
Mr. Dungtu Member Tashi Infocomm Ltd.
8 J CEO, NPPF 6 _ _
Drukpa Secretary National Housing Development
Corporation Ltd.
Accounting and Auditing Standard
Board of Bhutan (AASBB)

Note: Col. Kinzang Wangdi resigned in March and was replaced by Col. Tshering Namgyal

Mr. Lam Dorji resigned as Board Director after attending two Board meetings.

2. Board Audit Committee Meetings

1

Mr. Lam Dorji

Independent Director

Ex- Finance Secretary 3

Col. Kinzang Wangdee

Director

Colonel, RBA 3
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. Board Human Resource Committee Meetings

. . Director, Hope Project,

1 | Mr. Pema R Rinchen Chairperson . 1

HM’s Secretariat
. Director, Department of Revenue

2 | Mr. Yonten Namgyal Board Director 1
& Custom, RGoB.

3 | Mr. Dungtu Drukpa Board Director CEO, NPPF. 1

4 | Mr. Tshering Namgyal Member Secretary Acting Chief, HRD 1

4. Board Level Tender Committee Meetings

1 Dasho Phuntsho Wangdi Chairperson Secretary, MOWHS 2
2 Colonel Kinzang Wangdee Member RBA 2
3 Mr. Dungtu Drukpa Member CEO, NPPF. 2
4 Mr. Tshewang Dorji Member Secretary Chief, RED 1

Challenges and Outlook

Like in many countries around the world, Bhutan too is beginning to feel the consequences of
demographic changes. The cumulative effect of increase in number of pensioners relative to the
number of contributors, increase in life expectancy of the pensioners are beginning to effect NPPF as
the pension payout are growing every year.

The Population and Housing Census Report 2018 indicates that there is a significant increase in life
expectancy of average Bhutanese from 66 years in 2005 to nearly 70 years in 2017 while there is a
sharp decline in the fertility rate. A longer life expectancy raises the length of inactive period that needs
to be financed while the decrease in fertility rate affects the number of contributors as it impacts the
labor market putting financial stress on pension scheme. Old-age dependency ratio will remain high
because fertility is projected to remain well below the replacement level of 2.1 and life expectancy is
expected to rise further. This is a matter of concern because problem caused by old age would continue
to persist even if dependency ratio become stable although at a higher level.

Investment plays and important role in sustaining the pension systems across the world. The impact
of lesser returns do not begin to show immediately because contribution received from large number
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of members and relatively less pension payment could cover or overshadow the deficiencies of lesser
returns during the initial years. However, as the pension system matures over the years, the returns on
investment become extremely important to match contributions received required paying pensioners.

However, investment scenario in Bhutan has been unpredictable and unexpected driven by the market
conditions. Given the lack of vibrant financial market and limited investment avenues in Bhutan,
NPPF makes Investment in industries approved by the government.

A good investment performance helps in meeting the promised benefits. The main aim of investment
is to generate a sufficiently high return that helps in meeting the pension cost. Through adequate
balancing of risk and return, pension funds can ensure that the risk of becoming underfunded and
magnitude of underfunding do not get too large.

Governance and challenges

NPPF was established on 1% July 2002 following the Executive Order issued by the then Lhengye
Zhuntshog. The Executive order outlines its mandate, functions, powers and membership.

As per the Executive Order, NPPF was established as an autonomous public organization with
perpetual succession and a common seal. It was vested with power to:

e Enter into contract and issue obligations;

e Sue and be sued in its own name; and

e Acquire, hold and dispose property, whether movable or immovable and to pledge and
mortgage the same.

Under the Executive Order, a mandatory National Pension and Provident Fund Plan (NPPFP) for civil
servants and employees of Government owned and joint sector corporations and a separate Armed
Forces Pension and Provident Fund Scheme (AFPPFS) for the members of the armed forces were
approved and implemented. All the benefits promised to the members under NPPFP and AFPPFS were
guaranteed by the Government as per the rules and regulations developed pursuant to the Executive
Order.

In the absence of a clear legal framework within which NPPF functions, NPPF is regulated like a
State Owned Enterprises (SoEs) under the Ministry of Finance (MoF). The MoF takes the lead in
governance matter such as appointment of Board Directors, Chief Executive Officer (CEO) and fixing
the remuneration framework for all employees. The cabinet on recommendation by the MoF approves
the appointment of Board and CEO. The salary structure of all employees are also line with the MoF.

Matters relating to the interpretation of the Executive Order are also referred to the MoF. While
finance ministry is the liaising agency for the matters referred above, the appointment of Board of
Directors, CEO and other key decisions are referred to and taken by the Cabinet. This is because as
per the Executive Order, such decisions are the prerogative of the Royal Government of Bhutan. The
RMA also plays a quasi-regulatory role since NPPF is categorized as a financial institution. Therefore,
all Board and CEO are appointed after issuing of “Fit and Proper” test. For some of the business
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aspects, such as loans, the operations is regulated by all applicable laws and regulations issued applied
by RMA. Therefore, the following are some of the issues/challenges:

e The legitimacy of NPPF in absence of relevant act.

e Two reporting authorities with quasi regulations by both in certain areas and limited or no regulation
in some areas. Therefore there is a requirement to come up with relevant act and governance
structure.

e The disclosure of contingent or accrued liability for the pension scheme by relevant authority/
entity. Every three years, NPPF carries out actuarial valuation and the report is submitted to the
MoF. Non-disclosure of a liability in the long run can distort and seriously impact the fiscal health
of the country.

Conclusion

The National Pension and Provident Fund handles a very complex set of functions that has both short
term and long terms socio-economic impact, especially on the fiscal health of the country. Often, NPPF
is perceived as a cash rich organization with its only function to receive contribution and pay back as
retirement benefits with no risk in between. From a sovereign asset -liability management framework,
NPPF’s contingent liability forms a critical part of the equation and its management requires multiple
stakeholders’ involvement with multi- pronged strategy.

In summary, NPPF faces huge challenges due to:

I.  Changes in demographic factors like increase in life expectancy, decrease in fertility rates, and
other associated factor relating to the ageing population.

ii. A defined benefit pension scheme design that has inherent sustainability issues that requires
reform.

iii.  Challenges in finding appropriate long term investment avenues to match the liability profile.
iv.  The legal framework and the legitimacy of the operations of NPPF.

v.  Lack of awareness on the critical role of the organization and commensurate capacity to handle
the complexity.

vi.  Further, the lack of a proper supervisory and regulatory authority, especially in the case of
pension schemes, have left NPPF vulnerable.

The NPPF has been established with a noble vision of securing the retired life of a portion of our
working population and preventing old age poverty through an institutionalized mechanism. While
it has successfully discharged its mandate and responsibility over the last 17 years, it is perhaps
time to conduct a thorough review keeping in mind the lessons learnt from the last many years of
operations, changing socio-economic dynamics, expectations of the people, future affordability and
inter-generational equity amongst others.
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Chief Executive Officer’s Report

2017-2018 was a challenging but a successful year for
NPPF. With dedicated and hard work put in from the
management and staffs and proper guidance from the
Board, NPPF’s performance on the financial as well as
operational front has been exceptional. In order to provide
a sustainable retirement income to our members, NPPF
has been constantly in pursuit of its short-term and long-
term strategic plans and operational approaches set through
the Corporate Strategic Plan 2017-2020. A year into the
implementation of Corporate Strategic Plan of NPPF, we
are pleased to report that NPPF has successfully achieved
the set targets both financial and non-financial for the year.

The NPPF collaborated with MoF in formulating the Draft
National Policy on Pension and Provident Fund Scheme
of Bhutan making it a more generic national policy for extending defined contribution provident
fund scheme to cover large section of the workforces under a regulatory framework which the last
government has approved in principle and shall be submitted to the next Government for approval and
implementation.

To establish a framework for sound and prudent financial management of the assets and liabilities of
the Pension Fund, NPPF has drafted Funding Policy during the year, which the Board has endorsed
and submitted to the Ministry of Finance.

In addition, the NPPF has initiated drafting a reform paper during the year based on the challenges and
opportunities observed in the last two decades of its operation. The study was carried out to emphasize
the reform initiatives necessary for improving the NPPF’s compliance with major objectives of a
pension scheme.

Since its establishment, the National Pension Board (NPB) and the Management have continuously
taken due consideration in assessment of the scheme to ensure its sustainability. The NPPF has engaged
actuarial consultants and experts under several technical assistances (TA) of World Bank (WB) and
Asian Development Bank (ADB) focusing on performing actuarial valuations and identifying areas of
reform to maintain sustainability of the pension scheme as envisioned.

We believe a social protection scheme that is sustainable, affordable, accessible, inclusive and broad-
based can only be achieved by expanding access and coverage through introduction of additional
schemes and by ensuring that the schemes offered also include those who are not currently members
of any retirement benefit scheme. Further, the introduction of more appropriate and prudent schemes
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is expected to ensure the financial sustainability. The retirement benefit schemes will not only provide
security during old age, but can also be used for meeting basic needs during pre-retirement period
through investments in education and home ownership, thereby expanding the scope of retirement
savings.

Statistically, NPPF as of 30" June 2018 recorded a total membership of 55,102 from 786 registered
employers registered with NPPF representing about 8.08% of the population.

During the year, NPPF’s revenue growth was negative 9.27%, translating to Nu. 2,566.22 million
from Nu. 2,828.35 million from the previous FY 2016-2017. The decrease in revenue is attributed to
the movement of fair valuation of equity shares. NPPF, during the year made an investment of Nu.
8,342.59 million in various portfolios. Subsequently, NPPF’s total fund size as of 30" June 2018 has
reached Nu. 32,518.13 million from Nu. 28,708.29 million, registering a growth of 13.27%.

With the present trend of increasing fund size and limited corresponding investment avenues, real
estate development and management is one of the best alternative options for the NPPF to invest its
fund.

Thus,a Five-year Real Estate Investment Plan was prepared as a framework to guide investment in the
real estate sector to recognize the need to diversify NPPF’s investment portfolio and match the nature
of asset and liability.

In conformance with the Five year Real Estate Investment Plan a commercial center that is expected
to function as a mini commercial hub with facilities such as movie theatre, shopping center, stationary
mart, offices and service apartment would be constructed in Phuentsholing. The pilot project near the
YDF center in Thimphu was also completed and the rental income from the pilot project amounts to
Nu 27.8 million annually.

Construction of a commercial complex at NPPF colony in Thimphu worth Nu. 213.81 million started
in May 2018. NPPF has also signed an agreement with Ministry of Health and Gelephu Regional
Referral Hospital for construction of 8 residential buildings for hospital staff.

In order to remunerate and incentivize the staffs at par with other organizations, the NPPF Service Rules
and Regulations 2014 were revised and implemented with effect from 1 July 2018. The maternity
leave for female employees was increased from three months to six months and all other provisions
were revised in line with Bhutan Civil Service Rules and Regulations (BCSR).

To provide a systematic and efficient service to its members and stakeholders Service Delivery
Standards (SDS) of NPPF products and services and Standard Operating Procedures (SOP) for six
divisions and the Internal Audit Charter were developed. These standards are expected to improve
service quality and customer satisfaction.
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Recognizing that the New Member Loan Scheme benefitted only certain group, the New Member
Loan scheme was amended to Member Loan to cater to active members who do not have children
besides new members. Following this, the member loan portfolio increased drastically with Nu 238.10
million disbursed as of June 30" 2018 after the amendment.

The NPPF in order to garner feedback and assess its effectiveness and efficiency of all its products
and services to our members and stakeholders conducted a customer satisfaction survey capturing
the Financial Years 2016 to 2018. It revealed that NPPF achieved 70.25% falling in the verbal rating
of good. In comparison to companies who conducted similar surveys NPPF’s results were on higher
scale.

Similarly, Organizational Climate Survey capturing the Financial Years 2016-2018 was carried out
to assess employee satisfaction wherein NPPF achieved 75.6% falling in the verbal rating of good.
The Institute of Management Studies, Thimphu, carried out both the studies. The studies have been
valuable in providing a third eye view of the issues NPPF could relook into to improve and also a
reminder to the management on the things we need to prioritize.

NPPF strives to work harder learning from our past experiences and keeping up with industry best
practices in mind. We would like to express our sincere appreciation for all the support and cooperation
we have received from our members and stakeholders in making our endeavors a successful one.

Chief Executive Officer
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Student Loan

Member loan schemes

“Extending Services to Member”

093

Member Loan

Available to members of NPPF
Interest rate: 9.50%

Loan Amount: Nu. 500,000
Term: 5 yeats

Repayment: From salary

Security: Guarantor/Loan Care Insurance

Education Loan

Available to members of NPPF

Loan term in years Interest Rate

1 -5 years 9.50%
5.01 — 10 years 9.70%
10.01— 15 years 10%

Loan Amount:

-Upto Nu. 500,000/~ Provident Fund balance/Loan
Care Insurance (if PF balance is not sufficient)
-More than Nu. 500,000/~ upto Nu. 1,500,000-PF
balance and fixed assets (land and building)
Repayment: From salary

Interest rate: 8% during
study period and 9%
thereafter

Loan Amount: Nu.
1,000,000

Term: 15 years
Repayment: Deducted from guarantors salary
Security: Guaranteed by members of NPPF and
immovable property (land and building)

Home Loan (Self Occupancy)

Available to members of NPPF

Interest rate: 9.25%

Loan Amount: Nu. 5,000,000 (Depends on the
value of property and repayment capacity)

Term: 20 years

Gestation period: maximum 1 year

Repayment: From salary

Security: Land and building that is being financed
Financing Ratio: 80:20 (80% by NPPF and 20% by
loanee)

Disbursement: After completion of the plinth level
in phase manner
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Commercial Housing Loan

Available to members of NPPF

Interest rate: 10.50%

Loan Amount: Depends on the value of property and
repayment capacity)

Term: 20 years

Gestation period: maximum 3 years

Repayment: Rental Income

Security: Land and building that is being financed
Disbursement: After completion of the plinth level in
phase manner

Financing Ratio:

Financing Limit

Loan Amount Second hand

Assets

CH loan

Upto Nu. 5 million 70% 60%
Nu. 5 million above 60% 50%
but below or equal to

Nu. 20 million.

Above Nu. 20 million 50% 40%

Repairs (Asset should be more than 10 years old)

Upto 10 million 50%




Social Club of NPPF - Contributing to Society

The Social Club was initiated on 1% August 2015 to promote the spirit of volunteerism. Since its
initiation, the Club has been actively serving as the focal point between the management and NPPF
staff as well as coordinating volunteer services outside the organization.

The Social Club has been involved in coordinating office Rimdos, recreational activities and attending
to welfare in times of sickness and death of staff and their family members. The club has also built
and promoted good relationship with other organizations and rendered support services, wherever
necessary. The club always strives to connect communities through social activities for a better society.

List of activities undertaken by Social Club: 2017 - 2018

Blood donation in collaboration with
RMA.

Took part in the Bhutan Cancer
Society’s Relay for Life, an event to
Create awareness on cancer

Mass cleaning campaign in collaboration
with Clean Bhutan Project to mark the
World Environment Day.

Support during sickness and demise
of family members of staff

Organized office picnic, Rimdro and
Ku Sung Mendrel offerings at Kuensel
Phodrang.
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Social Club of NPPF in Uniform
— Y T =

Offering of Butter Lamps for all sentient beings Blood donation
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Approval of the Financial Statements
The Board Audit Committee (BAC) reviewed the Financial Statements for the financial year ended
30" June 2018 during its 28" meeting held on 11" September 2018, prepared in compliance with

the Bhutanese Accounting Standards wherever applicable.

Based on the above, the National Pension Board (NPB) approved the Financial Statements during
its 101! meeting held on 26" September 2018.

The NPB during the meeting declared return of 8.35% (previous year 8.30%) to the members.
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Chartered Accountants

H -1/208, Garg Tower, Netaji Subhash Place, Pitampura, New Delhi -110034

INDEPENDENT AUDITOR’S REPORT

TO THE NATIONAL PENSION BOARD OF NATIONAL PENSION & PROVIDENT
FUND

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of NATIONAL PENSION AND
PROVIDENT FUND (The Fund), which comprise the Statement of Financial Position as
at 30"June 2018, and the Statement of Comprehensive Income, Statement cf Changes in
Reserve and Statement of Cash Flows for the year then ended, and notes ta the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the
financial position of The Fund as at 30%June 2018, 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 section of our report. We are independent of the
Fund in accordance with the ethical requirements that are relevant to our audit of the
financial statements in Bhutan, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter
We draw attention to Note 2(i) of the financial statement, which describes following effects:

1. BAS 26 “Accounting and Reporting by Retirement Benefit Plans” is applicable to The
Fund starting financial year 2017-18. However, The Fund has decided to defer the
implementation of BAS 26 pending directives from the Ministry of Finance on the
pension obligation. Implementation of BAS 26 without definitive directives from the
Ministry of Finance is considered not appropriate by the management.

2. The Fund is in the process of implementing BFRS 9 (Financial instruments) starting
2017-18 using Effective Interest Rate (EIR) method for assets carried at amortized cost
except for the housing loan. The EIR method could not be applied on housing loan as
the current system is not fully prepared to compute the EIR correctly. The Fund
expects to fully implement the BFRS 9 within the timeframe prescribed by the
Accounting and Auditing Standards Board of Bhutan.

Our opinion is not modified in respect of these matters

Visit us at : www.kra.co.in
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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 in
accordance with 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 Fund'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 Fund or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Fund's financial
reporting process.

Auditor’s Responsibility 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 ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

¢ 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. .

¢ 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 Fund’s internal control.

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

= Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund’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 Fund to cease to continue as a going concern.
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* Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements
We report that:

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

b) In our opinion, proper books of account as required by law have been kept by The
Fund so far as appears from our examination of the books.

¢) The Statement of Financial Position, the Statement of Comprehensive Income, the
Statement of Changes in Reserve and the Statement of Cash Flows dealt with by this
report have been prepared in accordance with Bhutanese Accounting Standards and
other applicable laws and regulations and are in agreement with the books of
accounts.

d) We give in “Annexure A” the minimum audit examination and reporting
requirement,

e) Inour opinion the Fund has complied with all other applicable laws and regulations.

For KR A & CO,
FRN 020266N

Chartered Accountants

Rajat Goyal

Partner

Membership No. 503150
Place: New Delhi
Dated: |2-11-20¢
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NATIONAL PENSION AND PROVIDENT FUND (NPPF)
THIMPHU- BHUTAN

Annexure “A" as referred to under” Other Legal and Regulatory Requirements” of
our report of even date for the year 2017-2018

MINIMUM AUDIT EXAMINATION AND REPORTING REQUIREMENT

1. STATUS OF NPPF:

The Status of NPPF has been categorized as Autonomous Public Organization and it
is not a profit making organization of its own.

2. INTERNAL CONTROL:

2.1 In our opinion, NPPF has established internal control to ensure completeness,
accuracy and reliability of accounting records, carrying out the operation in an
orderly and efficient manner, to safeguard the assets of NPPF as well as to ensure
adherence to rules/regulation and system procedures.

22 In our opinion there is a system of competitive bidding for items for value Nu
100,000 and above for procurement and printing and Nu 200,000 and above in
respect of work and services, commensurate with size and the nature of its operation
for purchase of goods and services including stationary, fixed assets, computers,
equipment and other assets.

2.3 During the course of our examination of the books of account carried out in
accordance with the Generally Accepted Auditing Practices, we have not came
across any personal expenses (other than contractual obligations) which have been
charged to Statement of Comprehensive Income, nor have we been informed if any
such case by the management.

2.4 In our opinion NPPF has reasonable system of recording receipts and issues of
consumable stores commensurate with its size and the nature of its operations.

2.5 There is a separate Internal Audit Cell supervised by the Audit Committee of the
Board. They function in line with the role and responsibilities as defined by the
Internal Audit Charter. We have obtained Internal Audit reports for the period under
audit. As explained, certain corrective actions have been taken based on those

reports.
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3. LIQUID RESOURCES
In our opinion, the management of liquid resources particularly cash, bank and short
term deposits etc are adequate and that excessive amounts were not generally lying
idle in non-interest bearing accounts.

4. FIXED ASSETS
4.1 None of fixed assets have been revalued during the year.

4.2 As per Accounting Policy capital grant received are recognized as deferred income
which is credited in the Statement of Comprehensive Income over the expected
useful life of the asset on a basis consistent with the depreciation policy.

5. INVESTMENTS
5.1 Decisions regarding investments were made with the approval of the National
Pension Board or on the Basis of authority delegated by the Board.

5.2 The NPPF has carried out fair valuation of equity investment as at June 30, 2018,
and owing to such valuation fair value for one of the equity investment “Dungsam
Cement Corporation Ltd.” has reduced from 304,590,385 as at June 30, 2017, to
208,520,000 as at June 30, 2018.

6. LOANS AND ADVANCES.

Advance given for Nu 30.79 million for purchase of land for which ownership has
not yet been transferred in favor of NPPF due to freezing of land transaction.

7. INTERESTED PARTIES:

We observe that Housing/Education loans, remuneration and sitting fees are given
to the members of the National Pension Board and their relatives are at prevailing
rate of Interest and reported in Note No. 36 of Financial Statements.

8. STATUTORY DUES

8.1 According to records of NPPF, Provident Fund, Health Contribution and GIS dues of
the NPPF have been regularly deposited during the year with appropriate
authorities.

8.2 Gratuity Fund is invested in Fixed Deposits with Banks. It is suggested that a
separate trust may be created for Gratuity Fund.

8.3 Gratuity Liability of Nu. 14.33 million as on 30t June 2018 is less than the
corresponding amount of Gratuity Investment of Nu. 22.94million.
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8.4 Tax deducted at sources from Salary and Suppliers has been regularly deposited to
appropriate authority.

9. RATES, T D ERS:
There were no amounts due in respect of undisputed rates and other statutory dues,
which have not been deposited with the appropriate authorities within the stipulated
date.

10. MANAGEMENT

10.1 According to the information and explanations given and the records examined by
us, in our opinion, activities carried out by the NPPF during the year were lawful
and within the Rules and Regulations of The Fund.

10.2 NPPF owns and lets out flats to its members. Prevailing Market rate are considered
for fixation of rents, in respect of Members, as appeared to us.

10.3 NPPF has an established and effective budgetary control system.

104 NPPF has maintained adequate documents and records for granting Loans and
Advances. .

10.5 There had been timely maintenance of records in case of transaction in the matter
of trading in shares, securities and other investments.

10.6 Reasonable records were maintained for funds collected from members and for
returns credited and payments made to members.

10.7 The details of remuneration and other payments made in cash or kind to the Chief
Executive Officer have been disclosed in Note 36 of the notes to the financial
statements.

10.8 In our opinion, the directive of the Board have been complied with during the year.

10.9 We are neither aware if the officials of The Fund have transmitted any price
sensitive information to their relatives/friends/associates or close persons which
would directly or indirectly benefited themselves and prejudicial to the interest of
The Fund nor we have been informed of any such case by the management.

11. COMPUTERISED ACCOUNTING ENVIRONMENTS.

11.1 NPFF has installed Ascend Banking System (ABS) and it is in full-fledged
operation since July 2010. In our opinion the organization’s system development
controls and other internal controls are adequate taking into account the size and
nature of its computer installations. Interest on loans to Corporate and Commercial
loans are computed manually.

ABS were not set up to suit varying terms and condition of Corporate Loan
agreements, particularly in respect of charging interest in terms of monthly rest,
quarterly rest, half yearly rest and yearly rest etc.

(&‘..
o=
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11.2 We have been informed that NPPF transfers daily back up data at Data centre at IT
Park, Thimphu and Disaster Recovery at Phuentsholing.

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

114 There are adequate preventive measures against unauthorized access over
computer installation and files.

For KR A & CO.
FRN 020266N

Chartered Accountants

Raj
Partner

Membership No. 503150
Place: New Delhi
Dated: 12.-11-20/d

Goyal
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Statement of Financial Position as at 30" June 2018

Particulars Note 30-Jun-18 30-Jun-17 30-Jun-16
Assets
Cash and cash equivalents 4 546,907,673 1,044,294,701 1,472,022,745
Trade receivables 5 7,056,259 3,910,885 3,602,443
Term deposits 6 11,379,618,764 10,306,537,704 6,234,173,160
Investments in bonds and commercial papers 7 4,406,821,100 4,958,624,209 4,790,197,297
Loans 8 12,190,581,280 8,570,206,110 8,858,796,703
Investments in equity shares 9 3,216,098,180 3,096,824,575 2,402,010,898
Inventories 10 642,396 541,892 310,473
Investment property 11 568,039,820 519,185,535 471,358,858
Property plant and equipment 12 180,365,244 188,244,657 185,081,528
Intangible assets 13 4,821,569 7,349,525 12,202,495
Other receivables 5 835,977 827,377 825,557
Other assets 14 16,349,127 11,751,575 11,459,952
Total Assets 32,518,137,387 28,708,298,745 24,442,042,108
Liabilities
Trade and other payables 15 129,678,673 122,075,399 125,354,353
Other liabilities 16 341,698 15,145 198,407
Employee benefit obligations 17 20,467,048 25,486,960 23,590,523
Grant liability 3,815,830 4,769,788 5,723,745
Lapsed fund 18 9,620,242 10,198,423 9,792,167
Reserve 1,782,756,390 1,676,498,922 954,402,404
Net Member's Defined Contribution(DC) plan 19 6,260,183,514 5,629,465,964 4,993,357 466
Net returns credited to Member's DC plan 20 3,784,398,038 3,233,770,851 2,725,087,626
Net Member's Defined Benefit (DB) plan 21 20,526,875,955 18,006,017,295 15,604,535,416
Total liabilities 32,518,137,387 28,708,298,745 24,442,042,108
For KRA & Co
FRN020266N
Chartered Accountants
M S
kpa Dasho Sonam Wa huk

xeettive Officer Chairperso

Partner
Membership No. 503150

Place: New Delhi
Dated: \J1o)]§
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Statement of Comprehensive Income for the year ended 30" June 2018

Particulars Note 30-Jun-18 30-Jun-17
Income
Income from term deposits 935,577,101 682,836,012
Income from loans 22 926,343,227 853,635,256
Income from bonds 23 401,087,784 415,534,155
Rental income 24 58,310,104 54,509,716
Dividend income 25 147,258,182 123,771,839
Other income/(loss) 26 97,639,263 698,058,587
Total Income 2,566,215,661 | 2,828,345,564
Operating expenses
DC management expenses 27 34,280,492 36,911,700
DB management expenses 27 66,419,086 71,483,798
Depreciation 12 24,630,636 23,291,837
Amortization of intangible assets 13 2,489,788 2,156,764
Provisions for diminution of equity share 9 - -
Provisions for loans as per the RMA PR 28 58,401,977 -
Total operating expenses 186,221,980 133,844,099
Surplus for the year 2,379,993,682 | 2,694,501,466
Other Comprehensive Income
Remeasurements of post-employment benefit obligations [29abg 4,965,612 100,267
Total Other Comprehensive Income 4,965,612 100,267
Total Comprehensive Income for the year 2,384,959,294 | 2,694,601,733

For KRA & Co
FRN020266N
Chartered Accountants

Rajat Goyal

Partner Chief, F&A Division

Membership No. 503150

Place: New Delhi
Dated: Y] | °”E
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Statement of Cash Flows for the year ended 30" June 2018

Particulars 30-Jun-18 30-Jun-17

Cash Flow from Operating Activities

Receipts from:

Interest from term deposits 1,003,171,910 546,354,328
Interest from loans 928,729,208 839,189,214
Income from bonds 409,725,075 421,934,755
Rental income 57,999,902 54,420,620
Dividend income 147,398,986 123,631,035
Other Income 16,477,943 2,796,004
Payments for:

DC & DB management expenses 100,950,388 100,910,720
Security deposit to/(from) suppliers (971,139) 206,958
Security deposit to/(from) tenants (703,694) (959,891)
Net Receipts from Operating Activities 2,464,227.468 | 1,888,168,168

Cash Flow from Investin ivitie
Payments for:

Increase/(decrease) in deposits

assets (Including Capital work in progress)

1,139,000,000

3,933,000,000

Increase/(decrease) in loans to entities 3,077,372,396 1,166,931

Increase/(decrease) in shares and bonds (183,196,681)| (181,943,353)
Increase/(decrease) in commercial papers (326,822,466) 355,265,753
Increase/(decrease) in member loan scheme 601,794,374 (307,452,236)
Increase/(decrease) in purchase of fixed 70,895,840 83.430,983

Net Cash Flow from Investing Activities

(4,379,043,464)

(3,883,468,079)

Receipts from:

Cash Flow from Financing Activities (Member Transactions)

Contributions to the NPPFP - DC 691,094 414 619,472,157
-DB 1,341,274,567 | 1,303,951,679
Contributions to the AFPPFS - DC 223,896,374 226,269,384
- DB 381,286,766 382,602,800
Payments of refunds and pensions:
NPPFP -DC 383,581,774 275,520,903
-DB 110,941,574 475,481,007
AFPPFS - DC 575,601,292 90,232,851
- DB 149,998,513 123,489,391
Net Cash Flow from Financing Activities 1,417,428,967 | 1,567,571,867
Net movement in cash and cash equivalents (497,387,028)| (427,728,044)
Opening cash and cash equivalents 1,044,294,701 | 1,472,022,745
Closing cash and cash equivalents 546,907,673 | 1,044,294,701
For KRA & Co
FRN020266N
Chartered Accountants
. M
Du rukpa a

Executive Officer

onam Wan k
Chairperson
Membership No. 503150

Place: New Delhi

Dated: ‘UMJ ?
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

1. General information

The National Pension & Provident Fund (NPPF) was established in March 2000 to manage and administer
the National Pension and Provident Fund Plan program (NPPFP). It was formed vide Executive Order
No.MoF/Pension/4841 dated 30" March, 2000 issued by Hon'ble Minister of Finance, subsequent to which
a communication No.COM/03/02/787 dated 8th April, 2002 was issued by the Cabinet Secretary, that the
NPPF would be formally established through a Government Executive Order. The Executive Order was
issued by the Chairman, Lhengye Zhungtshog vide order No.LZ/02/02/15 dated 1% July, 2002 containing
various objectives and working rules of NPPF.

The main function of the NPPF is to assure a minimum level of income to the civil servants, members of
the Armed Forces and State-owned Enterprises who are aged, disabled as well as pay benefits to the
surviving families. NPPF manages the partially funded Defined-Benefit Pay-As-You-Go Pension System
and fully funded Defined Contribution (Provident Fund). Royal Government of Bhutan guaranteed the
payment of pension to employees by virtue of adoption of National Pension and Provident Fund Plan Rules
& Regulations of the Kingdom of Bhutan 2002 (as amended in 2010).

The employee of civil servants and corporate sector contributes 11% and a matching contribution by the
employer. Of the 22% contribution, 6% is allocated to Defined Contribution (DC) plan and the 16% to the
Defined Benefit (DB) plan. The Armed Forces excluding Royal Bhutan Police (RBP) contribute 15% each
by employee and employer. Of the 30%, 11% is allocated to DC plan and the 19% to the DB plan. The RBP
contributes 12% each by employee with matching contribution by the employer. Of the 24%, 9% is allocated
to DC plan and 15% to DB plan.

The NPPF provides retail credits to its members for housing, education and loan to new member. It also
provides project loans to entities. NPPF participates in bonds and equity shares in the domestic market.
Any excess fund is parked in term deposits with the commercials banks to earn returns.

NPPF is one of the biggest real estate developers in the country. It deals with the construction of residential
buildings and provides affordable housing to its members. It has also commercial buildings which are rented
out for office and business premises.

NPPF is a non-profit making autonomous public organization and domiciled in Bhutan and is a tax
exempted organization.

The Head Office is located at Chubachu, Thimphu and has regional office in Phuentsholing, Samdrup
Jongkhar, Gelephu and Mongar.

2. Basis of preparation of Financial Statements

i. Compliance with BAS/BFRS

These financial statement has been prepared in accordance with Bhutanese Accounting Standards
(BAS)/Bhutanese Financial Reporting Standards (BFRS) Phase |, Phase |l and Phase IIl standards.

The 'Accounting and Auditing Standards Board of Bhutan' (AASBB), has decided to adopt International
Financial Reporting Standards in phase manner with minor changes. As per the roadmap issued by
AASBB a total of 18 standards are to be implemented in first phase (Phase |) commencing in 2013 for a
period of 3 years, while 9 standards will be implemented in second phase (Phase Il) and 10 standards in

36 Annual Report 2017-2018




Note to Financial Statements (All amount in BTN, unless otherwise stated)

third phase (Phase Ill) from 2016 and 2018 respectively. NPPF has decided to adopt all the applicable
Standards from 1 July 2016.

For all periods up to the year ended 30 June 2017, financial statements was prepared in accordance with
BAS Phase | with the adoption of BAS19: Employee Benefits and BAS38: Intangible Assets which are in
BAS phase Il. These financial statements for the year ended 30 June 2018 are the first financial
statements prepared in accordance with all BAS standards. Refer to note 37 for information on how NPPF
adopted BAS/BFRS standards.

NPPF has decided to defer BAS 26 — Accounting and Reporting by Retirement Benefit Plans for want of
clarifications from the Regulatory Authority.

Further, requirement of BFRS 9 financial instruments in relation to application of EIR method has not
been followed for housing loan granted to individual other than the employee of the Fund.

ii. Historical cost convention and going concern convention

The financial statements are prepared under the going concern convention and historical cost basis
except for the following-

e For those the financial assets and liabilities —measured at fair value

+« Employee benefit plans — measured as per the actuarial valuation
iii. Presentation of financial statements

NPPF presents its statement of financial position in order of liquidity. An analysis regarding recovery or
settlement within 12 months after the reporting date (current) and more than 12 months after the reporting
date (non—-current) is presented in note 30.

lwf Accrual basis

The financial statements are prepared on accrual basis. Interest on delayed receipt of rent from tenants
and penal interest on delayed receipt of contribution from agencies are recorded when it becomes
probable that such payments are going to flow.

v/ Critical estimates, judgements and errors

The preparation of financial statements in conformity with BAS/BFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of applying
accounting policies. The areas involving a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the financial statements are:

a) Property, plant and equipment/Intangible assets: Accounting estimates are used to determine the
useful life of property, plant and equipment/intangible assets based on various factors such as the
present condition of asset, technological advances, regulation, and the past experience of using
similar assets.

The recoverable amount of property, plant and equipment is based on estimates and assumptions,
in particular the expected market outiook and future cash flows associated with any changes in these
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

assumptions may have a material impact on the measurement of the recoverable amount resulting
in impairment.

b) Actuarial valuation of employee benefits: Employee benefit obligations pertaining to gratuity, leave
encashment and terminal benefits are measured on the basis of actuarial assumptions concerning
future developments in discount rates, the rate of salary increase and the inflation rate.

c) Apportionment of common expenses. Accounting estimates have been used to apportion the
common expenses incurred in the operation based on the members’ fund (net members' DC plan,
net members' DB plan and net returns credited to members' DC plan) at the beginning of the
financial year. For the year ended June 2018, 67% of the expense incurred has been debited to DB
plan and the remaining 33% has been debited to DC plan.

d) Fair valuation of equity shares: The fair value of financial instruments that are not traded in an active
market is determined using valuation techniques. NPPF uses its judgement to select a variety of
methods and make assumptions that are mainly based on market conditions existing at the end of
each reporting period. The inputs to these models are derived from observable market data where
possible, but if this is not available, judgement is required to establish fair values. The judgements
include considerations of liquidity and model inputs such as volatility for discount rates, income
earning potential, etc. Refer note 3(c).

e) Impairment of assets: RMA prudential norms are used to determine whether provision should be
made on financial assets (for detailed refer note 3(c)). For non-financial assets, cash flow projections
based on forecasts and industry reports are used to test any impairment loss. Refer note 3(p).

3. Significant Accounting Policies

a. Foreign currency translation

i)  Functional and presentation currency

These financial statements are presented in Bhutanese Ngultrum (BTN) which is NPPF's functional
currency.

ii) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates at
the dates of the transactions.

Foreign exchange gains and losses resulting from the settiement of such transactions and from the
translation of monetary assets and liabilities denominated in foreign currencies at year end exchange
rates are generally recognised in statement of comprehensive income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the spot exchange rates as at the date of recognition. Non-monetary items measured at fair value
in a foreign currency are translated using the spot exchange rates at the date when the fair value was
determined.
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b. Defined contribution plan and defined benefit plan

The employers' and employees' contribution to DC plan and DB plan are accounted from the date of
deposit of the contribution to the designated NPPF bank accounts maintained with the commercial
banks up to the last date of the financial year.

c. Investment and other financial assets

i. Initial recognition

At initial recognition, financial assets are measured at its fair value plus, in the case of a financial asset
not at fair value through statement of comprehensive income, transaction costs that are directly
attributable to the acquisition of the financial asset. Transaction costs of financial assets carried at fair
value through statement of comprehensive income are expensed in statement of comprehensive
income.

ii. Subsequent measurement

The subsequent measurement of financial asset depends on the classification of financial asset.

NPPF holds financial assets in the form of debt and equity instruments.

Debt instruments- Debt instruments are those instruments that meet the definition of a financial liability
from the issuer's perspective, such as loans, government and corporate bonds.

Equity instruments- Equity instruments are instruments that meet the definition of equity from the
issuer's perspective; that is, instruments that do not contain a contractual obligation to pay and that
evidence a residual interest in the issuer’'s net assets.

Classification - the financial assets are classified in the following categories:

« financial assets at fair value through profit or loss (FVPL), or
« financial assets at fair value through other comprehensive income (FVOCI), or
e amortized cost.

Debt instruments

Classification and subsequent measurement of debt instruments depend on:
(a) business model for managing the asset; and

(b) the cash flow characteristics of the asset.

Based on these factors, the debt instruments are classified into following measurement category:

Amortized cost. Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest (‘SPPI'), and that are not designated at FVPL, are
measured at amortized cost. The carrying amount of these assets is adjusted by incurred credit loss
allowance recognised and measured as described in ‘impairment of financial assets’. Interest income
from these financial assets is included in ‘interest income’ using the Effective Interest Rate (EIR)

method.
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Fair value through other comprehensive income (FVOCI): Financial assets that are held for collection
of contractual cash flows and for selling the assets, where the assets’ cash flows represent solely
payments of principal and interest, and that are not designated at FVPL, are measured at fair value
through other comprehensive income (FVOCI). Movements in the carrying amount are taken through
OClI, except for the recognition of impairment gains or losses, interest revenue and foreign exchange
gains and losses on the instrument's amortised cost which are recognised in statement of
comprehensive income. When the financial asset is derecognised, the cumulative gain or loss
previously recognised in OClI is reclassified from equity to statement of comprehensive income. Interest
income from these financial assets is included in ‘interest income' using the effective interest rate
method.

Fair value through profit or loss: Assets that do not meet the criteria for amortised cost or FVOCI are
measured at fair value through profit or loss. A gain or loss on a debt investment that is subsequently
measured at fair value through profit or loss and is not part of a hedging relationship is recognised in
statement of comprehensive income and presented in the statement of comprehensive income. Interest
income from these financial assets is included in ‘interest income’ using the EIR method.

Business model: The business model reflects how NPPF manages the assets in order to generate cash
flows. That is, whether NPPF's objective is solely to collect the contractual cash flows from the assets
or is to collect both the contractual cash flows and cash flows arising from the sale of assets. If neither
of these is applicable (e.g. financial assets are held for trading purposes), then the financial assets are
classified as part of ‘other’ business model and measured at FVPL. Factors considered by NPPF in
determining the business model for a group of assets include past experience on how the cash flows
for these assets were collected, how the asset's performance is evaluated and reported to key
management personnel, how risks are assessed and managed and how managers are compensated.

SPPI: Where the business model is to hold assets to collect contractual cash flows or to collect
contractual cash flows and sell, NPPF assesses whether the financial instruments' cash flows represent
solely payments of principal and interest (the ‘SPPI test'). In making this assessment, NPPF considers
whether the contractual cash flows are consistent with a basic lending arrangement i.e. interest includes
only consideration for the time value of money, credit risk, other basic lending risks and a profit margin
that is consistent with a basic lending arrangement. Where the contractual terms introduce exposure
to risk or volatility that are inconsistent with a basic lending arrangement, the related financial asset is
classified and measured at fair value through statement of comprehensive income.

The debt investments are reclassified when and only when its business model for managing those
assets changes. The reclassification takes place from the start of the first reporting period following the
change. Such changes are expected to be very infrequent and none occurred during the period.

Equity instruments

Equity investments are subsequently measured at fair value through statement of comprehensive
income, except where the management has elected, at initial recognition, to irrevocably designate an
equity investment at fair value through other comprehensive income. When this election is used, fair
value gains and losses are recognised in OCI and are not subsequently reclassified to statement of
comprehensive income, including on disposal. Dividends, when representing a return on such

10
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investments, continue to be recognised in statement of comprehensive income as other income when
right to receive payments is established.

Gains and losses on equity investments at FVPL are included in the ‘Other income/ (loss) in the
statement of comprehensive income.

iii. Impairment of financial assets

Provisions on loans are recognised based on the classification and the rates as per the Prudential
Regulations issued by the Royal Monetary Authority of Bhutan (RMA). The interest outstanding on non-
performing loans are credited to interest suspense accounts.

Reversal of impairment

If, in a subsequent period, the amount of the impairment loss decreases as computed based on
prudential norms, the reversal of the previously recognised impairment loss is recognised in statement
of comprehensive income.

iv. Modification of loans

NPPF sometimes renegotiates or otherwise modifies the contractual cash flows of loans to customers.
When this happens, NPPF assesses whether or not the new terms are substantially different to the
original terms.

If the terms are substantially different, the original financial asset is derecognised and recognises a
‘new’ asset at fair value and recalculates a new EIR for the asset. Differences in the carrying amount
are also recognised in statement of comprehensive income as a gain or loss on derecognition.

If the terms are not substantially different, the renegotiation or modification does not result in
derecognition, and the management recalculates the gross carrying amount based on the revised cash
flows of the financial asset and recognises a modification gain or loss in statement of comprehensive
income. The new gross carrying amount is recalculated by discounting the modified cash flows at the
original EIR (or credit-adjusted effective interest rate for purchased or originated credit-impaired
financial assets).

v. Derecognition of financial assets

Financial assets, or a portion thereof, are derecognised when the contractual rights to receive the cash
flows from the assets have expired, or when they have been transferred and either (i) NPPF transfers
substantially all the risks and rewards of ownership, or (i) NPPF neither transfers nor retains
substantially all the risks and rewards of ownership and NPPF has not retained control.

d. Financial liabilities

i) Initial and subsequent measurement- All financial liabilities are measured initially at their fair value.
Financial liabilities are classified as subsequently measured at amortized cost, except for:

« Financial liabilities arising from the transfer of financial assets which did not qualify for derecognition
or when the continuing involvement approach applies. When the transfer of financial asset did not
qualify for derecognition, a financial liability is recognised for the consideration received for the
transfer. In subsequent periods, NPPF recognises any expense incurred on the financial liability;
when continuing involvement approach applies
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« Financial guarantee contracts and loan commitments

i) Derecognition-Financial liabilities are derecognised when they are exting uished (i.e. when the obligation
specified in the contract is discharged, cancelled or expires).

e. Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is reported in the statement of financial
position where there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis or realise the asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events and must be enforceable in the normal course
of business and in the event of default, insolvency or bankruptcy of NPPF or the counterparty.

f. Property, plant and equipment

All property, plant and equipment is stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Property, plant and equipment are recognised from the date when the particular asset has been put to
use or from the date on which the asset has been deemed completed its construction or development.
Land cost is inclusive of the expenses incurred for land development.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
NPPF and the cost of the item can be measured reliably. The carrying amount of any component
accounted for as a separate asset is derecognised when replaced. All other repairs and maintenance
are charged to statement of comprehensive income during the reporting period in which they are
incurred.

An item of property, plant and equipment is derecognised on disposal or when no future economic
benefits are expected from its use. Any gain or loss arising on derecognition is recognised in the
statement of comprehensive income in the year the asset is derecognised.

An item of property, plant and equipment is componentised and is depreciated using straight line
method on their depreciable amount over their estimated useful life as follows:

Asset class Useful life (Years)
1. Building (Permanent structure)
a. Civil structure 50
b. Timber 12
c. CaGl 20
d. Electrical wiring 20
e. Equipment 10
2. Building (Semi permanent structure)
a. Civil structure 25
b. Timber 12
c. CaGl 20
d. Electrical wiring 20
e. Equipment 10

12

42 Annual Report 2017-2018




Note to Financial Statements (All amount in BTN, unless otherwise stated)
3. Diesel generator (Electrical) 20
4. Road network 5
5. Retention wall 30
6. Computer and accessories 5
7. High end server 8
8. Other office equipment 5
9. Furniture 10
10. Communication equipment 7
11. Motor vehicle 10 years with 20% residual value
12. Carpet 5

The depreciation for the property, plant and equipment purchased/constructed during the year is pro-
rated based on the calendar days from the date an asset has been put to use or from the date of its
completion.

The residual values of property, plant and equipment are estimated at nil value except vehicles. The
useful life has been estimated based on the expected usage of the assets and expected wear and tear.
The assets residual values and useful lives are reviewed at the end of each reporting period.

Capital work in progress is stated at cost incurred including provision for outstanding bills up to the date
of the statement of financial position.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These
are included in statement of comprehensive income.

The assets (except furniture) valuing up to Nu. 1,500 is considered as consumables and charged off to
Statement of comprehensive income during the incurrence period.

g. Investment property

Property that is held for long-term rental yields or for capital appreciation or both, and that is not occupied
by NPPF, is classified as investment property. Investment property is measured initially at its cost,
including related transaction costs and where applicable borrowing costs. Subsequent expenditure is
capitalized to the asset's carrying amount only when it is probable that future economic benefits
associated with the expenditure will flow to NPPF and the cost of the item can be measured reliably. All
other repairs and maintenance costs are expensed when incurred. When part of an investment property
is replaced, the carrying amount of the replaced part is derecognised.

Capital work in progress is stated at cost incurred including provision for outstanding bills up to the date
of the statement of financial position.

An item of investment property is depreciated using straight line method on their depreciable amount
over their estimated useful life as mentioned in note 3(f).

h. Intangible assets

Intangible assets consist of application software procured of the shelf and application designed and
developed by the NPPF and other software. An intangible asset is recognised when it is probable that
future economic benefit associated with the asset will flow to the NPPF and the cost of the asset can

13
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be measured reliably. Recognised intangible assets are measured at cost less accumulated
amortization. The subsequent maintenance costs are expensed to the Statement of comprehensive
income as and when incurred.

Intangible assets are written off when no future economic benefits are expected from their use. The
loss on the write off of the intangible assets is recognised in the Statement of comprehensive income
in the period the asset was derecognised.

Intangible assets are amortized using the straight line method to write down the cost over their useful
economic lives. The useful lives of intangible assets has been considered at from 3 to 5 years. The
useful economic lives of the intangible assets are reviewed at least at each reporting date.

The IT development work in progress is stated at cost incurred including provision for outstanding bills
up to the date of the statement of financial position. Amortization of the asset begins when development
is complete and the asset is available for use.

i. Inventory

Inventories are valued at lower of cost or net realisable value. Cost includes purchase price and cost
incurred in bringing the inventories to their present location and condition. Weighted average method
as prescribed under BAS 2 is used to measure the cost of inventories.

j- Government grants

Grants are recognised at their fair value when there is reasonable assurance that the grant will be
received and the NPPF will comply with the conditions attached with the grant.

(i) Capital grants

Grants related to assets are recognised as deferred income which is credited in the statement of
comprehensive income over the expected useful economic life of the related asset on a basis consistent
with the depreciation policy.

(i) Revenue grants

Grants related to income are deferred and recognised in the statement of comprehensive income over
the period necessary to match them with the costs that they are intended to compensate and presented
within other income.

k. Employees benefits

(i) Short-term obligations
Liabilities for wages and salaries, provident fund contribution, including non-monetary benefits that are
expected to be settled wholly within 12 months after the end of the period in which the employees
render the related service are recognised in respect of employees’ services up to the end of the

reporting period and are measured at the amounts expected to be paid when the liabilities are settled.

(ii) Other long-term employee benefit obligations
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The liabilities for earned leave are not expected to be settled wholly within 12 months after the end of
the period in which the employees render the related service. They are therefore measured as the
present value of expected future payments to be made in respect of services provided by employees
up to the end of the reporting period using the projected unit credit method. The benefits are discounted
using the market yields at the end of the reporting period that have terms approximating to the terms
of the related obligation. Remeasurements as a result of experience adjustments and changes in
actuarial assumptions are recognised in statement of comprehensive income.

The obligations are presented as current liabilities in the statement of financial position if the NPPF
does not have an unconditional right to defer settlement for at least twelve months after the reporting
period, regardless of when the actual settlement is expected to occur.

(iii) Post-employment obligations

NPPF operates post-employment schemes, such as gratuity and terminal benefits for the employees
of the NPPF.

Gratuity obligations

The liability or asset recognised in the statement of financial position in respect of defined benefit
gratuity plans is the present value of the defined benefit obligation at the end of the reporting period
less the fair value of plan assets. The defined benefit obligation is calculated annually by actuaries
using the projected unit credit method.

The present value of the defined benefit obligation is determined by discounting the estimated future
cash outflows by reference to market yields at the end of the reporting period on government bonds
that have terms approximating to the terms of the related obligation.

The net interest cost is calculated by applying the discount rate to the net balance of the defined benefit
obligation and the fair value of plan assets. This cost is included in employee benefit expense in the
statement of comprehensive income.

Remeasurement gains and losses arising from experience adjustments and changes in actuarial
assumptions are recognised in the period in which they occur, directly in other comprehensive income.
They are included in retained earnings in the statement of changes in reserve and in the statement of
financial position.

Changes in the present value of the defined benefit obligation resulting from plan amendments or
curtailments are recognised immediately in statement of comprehensive income as past service cost.

Terminal benefit obligations

NPPF also provides terminal benefits to its employee i.e. carriage allowance and transfer grant &
travelling expense which can be availed at the time of termination of employment. It is considered as
defined benefit obligation and is unfunded. The obligation is recognised as per the actuarial valuation
report.
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I. Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is
recognised when the amount of revenue can be reliably measured and when it is probable that future
economic benefits will flow to the NPPF.

(i) Interestincome
Interest income is calculated by applying the EIR to the gross carrying amount of financial assets. The
calculation takes into account all contractual terms of the financial instrument (for example, prepayment
options) and includes any fees or incremental costs that are directly attributable to the instrument and
are an integral part of the EIR.

(i) Other fee and income
Income earned from the provision of services is recognised as revenue as the services are provided.

(iii) Dividends
Dividends are recognised in statement of comprehensive income only when the right to receive
payment is established, it is probable that the economic benefits associated with the dividend will flow
to NPPF, and the amount of the dividend can be measured reliably.

m. Cash and cash equivalents

Cash and cash equivalent includes cash in hand, cash at current accounts maintained with the
commercials banks and term deposit maturing within three months or less from the date of acquisition.

n. Provisions, contingent liabilities

Provisions are recognised when NPPF has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources will be required to settle the obligation and the amount
can be reliably estimated.

Provisions are measured at the present value of management's best estimate of the expenditure
required to settle the present obligation at the end of the reporting period. The discount rate used to
determine the present value reflects current market assessments of the time value of money and the
risks specific to the liability. The increase in the provision due to the passage of time is recognised as
interest expense.

Contingent liabilities are possible obligations that arise from past events and whose existence will only
be confirmed by the occurrence or non-occurrence of one or more future events not wholly within the
control of NPPF. Where it is not probable that an outflow of economic benefits will be reguired, or the
amount cannot be estimated reliably, the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Contingent liabilities are disclosed on the basis of
judgment of management/ independent experts. These are reviewed at each reporting date and are
adjusted to reflect the current management estimate.

0. Leases
As a lessee

Leases in which a significant portion of the risks and rewards of ownership are not transferred to NPPF
are classified as operating leases. Payments made under operating leases (net of any incentives
received from the lessor) are charged to statement of comprehensive income on a straight-line basis
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

over the period of the lease.

As a lessor

Leases in which significant portion of risks and rewards of ownership are not transferred from NPPF to
the lessees are classified as operating leases. The income from operating leases where the NPPF is a
lessor is recognised in income on a straight-line basis over the lease term. The respective leased assets
are included in the statement of financial position based on their nature and depreciated over their useful
life.

p. Impairment of non-financial assets

Assets are tested for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's
fair value less costs of disposal and value in use.

Non-financial assets that suffered an impairment are reviewed for possible reversal of the impairment at
the end of each reporting period.
gq. Return to Members’
The return on Members' DC and DB account is decided by the National Pension Board and credited
accordingly.
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Note to Financial Statements

4 Cash and cash equivalents

(All amount in BTN, unless otherwise stated)

Particulars 30-Jun-18 30-Jun-17 30-Jun-16
Cash at bank 103,889,146 100,274,817 296,003,446
Cash in hand 18,527 19,884 19,299
Deposits with banks 443,000,000 944,000,000 | 1,176,000,000
Total 546,907,673 1,044,294,701 | 1,472,022,745
5 Trade and other receivables
Particulars 30-Jun-18 30-Jun-17 30-Jun-16
Trade receivable
Rent receivable 3,773,778 3,463,576 3,374,480
Other receivable 3,282,481 447,309 227,963
7,056,259 3,910,885 3,602,443
Other receivables
Security deposit (power/rent) 772,977 764,377 762,557
Security deposit (water meter) 63,000 63,000 63,000
835,977 827,377 825,557
Total 7,892,236 4,738,262 4,428,000
6 Term Deposits
Particulars 30-Jun-18 30-Jun-17 30-Jun-16
Term Deposits with
Bhutan National Bank Ltd. 5,463,200,796 | 5,496,281,963 | 2,450,399,101
TBank Ltd 400,000,000 315,000,000 -
Bhutan Development Bank Ltd. 3,455,904,653 | 3,925,904,653 | 3,350,904,653
Bank of Bhutan Ltd. 760,000,000 - -
Druk PNB Ltd. 800,000,000 - -
Interest accrued but not due on deposits 500,513,315 569,351,088 432,869,406
Total 11,379,618,764 | 10,306,537,704 | 6,234,173,160

Note: Term deposits includes Nu. 22,938,645 during 30" June 2018, Nu. 21,262,776 during 30" June
2017, and Nu. 17,281,858 during 30" June 2016 with various commercial banks to be used towards
the payment of gratuity obligation of the NPPF employees.
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7

(All amount in BTN, unless otherwise stated)

Investments in bonds and commercial papers

Particulars Coupon rate |No. of Scrips| 30-Jun-18 30-Jun-17 30-Jun-16
Investment in Bonds
Druk Air Corporation Bond Series | 9.00% 148,132 148,132,388 172,821,041 197,509,694
Druk Air Corporation Bond Series Il 9.00% 200,227 200,226,902 228,830,802 257,434,702
Druk Air Corporation Bond Series Il 8.50% 1,141,356 | 1,141,355,398 | 1,304,406,198 | 1,467,456,998
Royal Insutance Corperatcry ol Bhumn LI 9.50% 500,000 | 500,000,000 | 500,000,000 | 500,000,000
Bond Series Il
Roysilnsuranch Corporaton.of BRVIN. LY. 9.50% 879,795 | 879795000 | 879,795,000 | 879,795,000
Bond Series IV
Druk PNE Ltd. Bond 7.50% 104,000 104,000,000 104,000,000 104,000,000
ool e 10.00% 500,000 | 500,000,000 | 500,000,000 | 500,000,000
g::geﬁ:“ Coment Corporaton LEL Bond 9.00% 350,000 | 350,000,000 | 350,000,000 | 350,000,000
Tashi Air Pvt. Ltd. Bond Series | 9.00% 125,000 125,000,000 125,000,000 125,000,000
Zimdra Foods Pwvt Ltd. Bond Series | 9.35% 246,945 246,945,000 246,945,000 246,945,000
RSA Pvt Ltd. Bond series | 9.35% 34,400 34,400,000 34,400,000 -
Investment in Commercial papers
DGPC Commercial papers 5% 3,600 - 355,265,753 -
STCBL Commercial papers 4% 28,443,288 -
Interest accrued but not due
On bonds and commercial papers 148,523,123 157,160,413 162,055,902

Total 4,406,821,100 | 4,958,624,209 | 4,790,197,297
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Note to Financial Statements

(All amount in BTN, unless otherwise stated)

8 Loans
Particulars 30-Jun-18 30-Jun-17 30-Jun-16

Loan to manufacturing & industries sector

Bhutan Ferro Alloys Ltd." 211,179,592 131,877,780 137,314,437
Druk Ferro Alloys Ltd.? - 2,777 447 8,573,100
Dagachu Hydro Power Corporation Ltd.? 699,294,827 723,987,407 754,468,384
Dungsam Cement Corporation Ltd.* 1,101,061,459 985,402,960 | 1,143,157,634
Dungsam Polymers Ld.? 114,094,676 116,467,174 120,403,766
State Mining Corporation Ltd.'® 40,046,027 - -
Wood Craft Centre Ltd. - - 2,240,396
Total 2,165,676,581 1,960,512,769 | 2,166,157,717
Loan to service & tourism sector 30-Jun-18 30-Jun-17 30-Jun-16
Tashi Infocom Ltd.® 323,606,987 157,688,312 207,077,368
Druk Doethjung Resort” 53,784,297 54,857,024 52,864,649
Bhutan Power Corporation Ltd.® 2,309,981,392 323,720,401 367,041,988
Natural Resource Development Corporation Ltd.? 60,475,702 74,791,323 32,007,252
Manidheepa Moshin Resort'® - 87,405,550 78,865,777
Bhutan Hydro Senvice Itd.'® 220,000,000 - 1
Legphel Hotel Pvt. Ltd."” 32,551,979 . =
State Trading Corporation Ltd. - - 100,000,000
Total 3,000,400,358 698,462,610 837,857,034
Loan to institutions 30-Jun-18 30-Jun-17 30-Jun-16
Bhutan Development Bank Ltd. "’ 496,267,548 100,000,000 | 210,000,000
Royal Insurance Corporation of Bhutan Ltd. " 494,439,186 974,522 394 517,854,841
Total 990,706,734 1,074,522,394 727,854,842
Loan to housing 30-Jun-18 30-Jun-17 30-Jun-16
Yangphel Real Estate 2 - 226,553,218 229,112,903
Ministry of Health'* 48,346,886 58,407,318 67,772,237
National Housing Development Corporation Ltd."® 890,000,000 5 =
Total 938,346,886 284,960,536 296,885,140
Loan to members 30-Jun-18 30-Jun-17 30-Jun-16
Housing 2,191,330,601 2,315671,196 | 2,589,148,268
Education 2,584, 828,808 2,044 042 581 | 2,146,690,430
Student loan 84,812,433 89,407,437 79,352,260
Staff housing loan 31,602,668 26,630,333 33,830,829
Staff vehicle loan 7,505,775 8,926,608 5,579,644
Staff Incentive Loan 18,140,214 - -
Member loan 399,912,621 227,515,777 132,808,941
Total 5,318,133,121 4,712,193,931 | 4,987,410,372
Total loans 12,413,263,679 8,730,652,240 | 9,016,165,104
Provision as per the RMA PR-(Note 28 of the notes to

Financial Statements) (222,682,399) (160,446,130)| (157,368,402)
Loans after provision 12,190,581,280 8,570,206,110 | 8,858,796,703
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Note to Financial Statements (All amount in BTN, unless otherwise stated)
Loans Continued
Notes

T The Ioan is secured by company assets

2 The loan is secured by mortgage of the land, factory building and plant & machinery of the
Company. The Loan is fully repaid during the year.

The loan is secured by company assets
The loan is secured by company assets

The loan secured by company assets

o o s~ W

The loan is secured by company assets, additional collateral of property (Land) and personal
guarantee of the promoters.

-~

The loan is secured by company assets and additional collateral of property (Land and building)

The loan is secured by mortgage of the 220kV double circuit transmission lines and DHI
Guarantee.

9 The loan is secured by Land and Building of the company and with DHI Guarantee.

10 The loan is secured by company assets. The Loan is closed on October 12™, 2017.

11 The current loan is guaranteed by the Government and the earlier loan was fully repaid.

12 The loan is secured by receivables, land and buildings of the company.

13 The loan is secured by land and building of the company. The Loan is liquidated during the year.
14 The loan is guaranteed by the Government.

15 The loan is secured by company assets

16 The loan is guaranteed by DHI.

17 The loan is secured by company assets.

18 The loan is guaranteed by the Government.

21

Annual Report 2017-2018




(44

TS Z68°LYS 96£'Z¥9 |ejol
€L¥'0LE Z68° LS 96£'Z¥9 SaJeds pue S3|geLnsuo)
9L-unp-0g Li-unp-og gL-unp-og sJejnaijed
S3LIOJUdAU| QL
g68°0L0Z0FZ  1ZLZT9CZER) GLG'PZR'960'C LZLTICTER') 081L°860'91Z°C £BL'60S'S98'L aieys Kynba u) sjuawisanu) [ejoL
Z9L'T9L'006 000" L¥S 851" CIP'996'CLE 000'L¥S 851 000°095 958 000°LYS'BSL ) pejonbun jejo
£11'0Z8'99¢ 000'000'GZS 000'05Z'S GBE'06S FOE 000'000°GZS 000'05Z'S 000°025'80Z 000°000'625 000°0SZ'S ‘P vogesodio] uawse)) wesbung
Z¥o'19S'EL 000" 266" L1 046'6LL Z96'LIB'EL 000'266°LL 046'6LL 000°0¥B'8L 000266 LE 0L6'6LE P @ynggsu| Buiuies) suogrynsuy| (eraueu)4
0GF'¥e6'Z 000'05L"L 00G'LL 086'292'¢ 0000547 00s' LL 000°0ES'S 00070541 00S°LL nNeaung uogewou| upaid
LG5'96E' LIS 000°008'619 008619 980°G61 265 000'008°61L9 008'GLY 000°0L9'E29 000°008'6L9 008’619 ‘A uogesodioy) samag oiphy nysebeg
pejonbun
9CL'BYZ LOS'E IZL'SLB'ELY Z91L'858'ZBL'T IZL'SLBELY 08)'BES'BSECT E£BET96 90L pajonb 3ol
[ FAS 08Z's 0ZE 0ZL's 0eZ's 0Z¢E 09L's 08Z's 0Ze P ssawkjog wesBung
YGEFIL'LZ 000'006'6Z 000°000°L 620'99Z ¥Z 000'005'62 000'000°L 000°05Z' Ly 000°00S'62 000°000°L ‘PN 8duBInsu| ueINug
G¥o'or 00L'LS 0LL's 126" 1L 00L'LS 0LL'S 0Z¥'ee 00L°1S ¥ZEL P juegl
069'805'Z2 00Z'LET'ZY 0¥0'80¥°L £Z2'G9P e 00Z'LEZ'ZY 0r0'80k'L 000'098°2L IR LIE'GE #9.'600'E PN 8Nd ¥nug
095 ¥9L'EL 000°GL9°E 005°L9E B0F'6YELL 000'649'E 006'29€ 000'026°LL 000'SL9'E 005'L9¢ Py uogesodio) Esuamy
COB'LLZ'OBT'L  BL6'LIP'ERS 0620969 | #OL'90E'GG6')L BL6'LIF'ERS 06Z'096'9.L 000'04L°090'2 QL6°'LLP'ESS 062'006'9L PN yueg [euonen uenug
£RL'ZZV'E 000’06 000" Ly 9EE'grs 0L 000°06% 000 L¥# 000'09%" LL 00006 000°L¥Y ‘o7 vogesodion mc__uﬂ._. AS
§80'090'8¥L £95'05F'vL DES'PSLZ 0ZD'8P6 '9EL €050y vL 0ES'¥GL'Z 000064651 £95'05F ¥L 0ES¥GL'E P Ruoyny Juawse) uspuad
payonD ‘L
enjeA JieJj 1800 saJeys Jo ON| enjea sjey 1800 S8Jeys Jo ON | enjea Jey 1809 saJeys jo oN Aty
al-unp-gg Li-unp-0¢ gL-unr-gg

(pajejs asiwuayjo ssajun ‘N1 g Ul junowe jy)

saleys Ajinba ul jusunsaau] ¢

SjuaWale}S [elouBUly 0} SJON

)
=
)
N
N
=
)
N
o
.
S
)
o
=
S
S
=
=
<

52



€T

‘ssasdoxd ur yrom
[e3rded sapun papnpur Apusrmd st Suip[ing ay | "Sa[qewnsuod pue d03s 10§ Jurpuad uoneI[OUEIal UTLLIAD JO Asnedaq SJUNodde
jo syooq ut pazieded usaq 394 jou sey Surping 2y} ‘ISAMOL] JOSIT SYIUOW 2SI WOI] Pajual sSem awes ay) pue /[0z, 1240100
/ 21, 1equaidag ur jusunredsq ajeisg [eay oy 01 A(ejejdwod 18a0 papuey sem Jurpping 9yl "998'Q6C LC NN S! ‘10T aun|
wE 3 se Surpng jo 1500 [e303 oy “Aqreyusunedap Auojoo Bursnoy nydwmy ur Surp[ing 010 Mau e paonysSuod sey punj oy ]

858'8SE'LLP | SES'SBLGLS | ¥OBWRS LY [(895'P00'L) | 9P1'E8SE 987'996'ZEL | 66C°0EL'099 ([(ZZ6'6652Z) LLLV'S00'6L ¥P1'GZE P09 el
651 508°C 994715001 & : = - 99.°L50°04 109°9¥2'9 651 G08'C SaI0is [BigeD
CLL'VBZ'E6 | ZZLISP'PLL : 4 = ZZL'sk'rLL |(DLo'Zoe 1z} 856'FOF'LE £41'vB2 86 ssa160.d w1 yaom [eide]
2208 LIZVSE'L SELBET . Z8e°0L €5L°191 25e'T6L'T 8.£°051 PL6' DT em uogualay
1¥0'06LZ £00°20Z'L 189'689'9 o BL6'8¥0'L 60.L'0F9'G 069'968'L - ¥E6'S9 95.'0E8'L HIomBU peoy
GOL66L'E SEE190° €16 858 = 0EP'86 £15'092 wuz'er'e : - 8L2'0ZV'E (2umonag wauewad-Wwag)buiping 3y
955'/89'982 | 95L'90L'ELE | 660'8SE vEL |(BIS'WOO'L) | 9SE'S9E'R LLE'LBR'OZL | SSTWOE e [(216'262'L) 00€'LL0'SE L98'P8S ELY Buipyng 3y
IEB'IVE'QL | LEB'LVE'QL e 5 ; - 166" IPE'9L = - LEB'LFE'9L puE 3y
seak
Jeak ay) Buunp
gL-unf-0f | Z-unp-0g | Li-unr-pf  [swweunsnipy| ayy Buunp | gi-nr-po Lp-unp-pg | swewisnipy st SN0
UPPY signaiped
uoneaidag
¥20iq 18N uonyedasdap pajenwnaoy W20|q SSOIE)
GES'G8L'6LS | 028680895 | 648'8S0°LrL [(96€716LF) | LLP'SOL'E Y9B'PPS LPL | 669'860'SHL [(Z2Z'B09°SE) ZZ5'9.6'69 66£'0EL'099 2301
99/'L50'0L | Z06 ¥Z8 9 Z - Z06vZ8'9 |28 LIb0F) £96 028 99.150°0L sau0is [g)ided
ZZLLSE'PLL | 02L'20L'99) = & 0zL'zoL'ggl |(0g6'sEL"L) 845°18E°L9 ZZLLSY'PLL $52.60:d Ul yiom [Eide])
LIZ'VSE'L [FONE: N LEE'LLE 951 'cL GEL'BET ZSET6L'T 3 ZSE'TBL'T M uoguUBIEY
£00°202'L OLE'EIB'L BL6'965 L 162 198 189'6899 682 '0EY'6 66S'EESL 069'968"L HIoWEU peoy
GEE'LO0'T BLL'SEL'T o¥6'LER £00'EEL £F5 8GE vZLIZTE 9+8'908 8LZ'0CF'E (asmonag weuewad-wag)buiping 3y
951°00L'ELE | 264'9E0'60E | FZO'BRS'BEL |(96€°16L'F) | LZ6'LES'S BE0'RSZ'FEL | QLE'SEL ivr |(Piv'PTE'Y) SEGGHL'Y GGZ'FOE LFY Buipiing 3y
LEB'LPE'DL | LE6'SHE GL = : L€6'G86'9L 000'8E9 LE6'L7E92L puei 3y
o Jsealk ay) Guanp
LE-unp-og¢ gi-unp-p¢ | gL-unr-p¢  [siuauisnipy| ayl Buunp L4-Nr-10 8L-unp-0¢ | siueunsnipy LHANC-LO
uonmesdeq SUOIIPPY sie|nued
¥20iq 18N uofjeiaidap paje|nunaay 320|q 55019

fuadoud yusunsaau] L}

=
S
N
N
S
N
-~
.
S
L\
o«
S
=)
<
=
<

(pajejs asimuayjo Ssajun ‘N1 g Ui Junowe jiy) sjuswajels |eloueuly 0} 3J0N




Note to Financial Statements (All amount in BTN, unless otherwise stated)

(i) Fair value of investment property carried at cost

Particulars 30-Jun-2018 30-Jun-2017 30-Jun-2016

Fair value of investment property 3,178,469,000 | 3,103,248,000 | 2,991,266,000
3,178,469,000 | 3,103,248,000 | 2,991,266,000

Estimation of fair value

NPPF obtains independent valuations for its investment properties on regular basis. Valuation has been

done using the following approach;

a. Market approach: Estimate value based on instances of sales/quotes of similar assets in the market

b. Cost approach: Estimate values based on the replacement cost of an asset of equivalent utility and
depreciation including obsolescence

c. Income approach: Estimate values based on expectation of present value of its projected future
benefits.

(ii) Amounts recognised in statement of comprehensive income for investment properties

Particulars 30-Jun-2018 30-Jun-2017

Rental income 53,849,800 49,684,112

Direct operating expenses from property that

generated rental income (4,660,790) (8/493,210)

Corporate Social Responsibility expenses - (3,735,734)
49,189,010 40,515,162

(iii) Leasing arrangements

Some of the investment properties are leased to tenants under operating leases with rentals payable
monthly. All such leases are cancellable at the option of lessor or the lessee. The lease arrangements of
residential investment properties are renewed after every 2 years.
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

13 Intangible assets

Application Other Development in
il ool software software progress o
Cost
Opening as at 1st July 2017 22,870,844 2,052,314 1,881,324 26,804,482
Additions 1,815,029 28,126 1,843,155
Adjustment - - (66,295) (66,295)
Capitalization of development in progress - (1,815,029) (1,815,029)
Closing as at 30th June 2018 24,685,873 2,052,314 28,126 26,766,313
Accumulated amortization
Opening as at 1st July 2017 17,806,849 1,648,108 - 19,454,957
Adjustment - - =
Amortization for the year 2,085,582 404,206 - 2,489,788
Closing as at 30th June 2018 19,892,431 2,052,314 - 21,944,745
Net carrying amount as at 30th June 2018 4,793,443 - 28,126 4,821,569
Cost
Opening as at 1st July 2016 20,522,427 2,052,314 6,974,547 29,549,288
Additions 2,348,417 - 1,556,257 3,904,674
Adjustment - - (4,301,063) (4,301,063)
Capitalization of development in progress - - (2,348,417) (2,348,417)
Closing as at 30th June 2017 22,870,844 2,052,314 1,881,324 26,804,482
Accumulated amortization
Opening as at 1st July 2016 16,084,273 1,262,520 - 17,346,793
Adjustment 2 (48,600) = (48,600)
Amortization for the year 1,722,576 434,188 - 2,156,764
Closing as at 30th June 2017 17,806,849 1,648,108 - 19,454,957
Net carrying amount as at 30th June 2017 5,063,995 404,206 1,881,324 7,349,525
14 Other Assets
Particulars 30-Jun-18 30-Jun-17 30-Jun-16

Prepaid expenses 3,772,127 2,246,709 3,764,187

Unamortized employee cost 12,411,989 9,373,783 7,631,635

Advance to staff 165,011 131,083 64,131

Total 16,349,127 11,751,575 11,459,952
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Note to Financial Statements

15 Trade and other payables

17

(All amount in BTN, unless otherwise stated)

Particulars 30-Jun-18 30-Jun-17 30-Jun-16
Stale cheque 1,498,768 1,485,766 1,357,244
Interest received in advance 95,825 95,825 518,027
Unidentified deposit 2,399,731 2,399,731 2,301,067
Earnest money 108,213 715,900 689,137
Security deposit (contractor) 2,414,862 4,786,859 3,901,781
Performance guarantee deposit 2,137,648 558,822 792,542
Security deposit (rent) 8,504,014 7,786,460 6,820,984
Excess member contribution 632,713 370,032 5,033,926
Security deposit - power / tenant 529,777 535,037 538,802
Housing / education loan closed A/c - credit balance| 26,488,101 | 20,108,148 | 13,898,836
Unclaimed contribution 48,536,600 | 48,544,224 | 48,544,224
QOther payables 36,332,422 | 34,688,595 | 40,957,784
Total 129,678,673 | 122,075,399 | 125,354,353
16 Other liabilities
Particulars 30-Jun-18 30-Jun-17 30-Jun-16
Tax deducted at source (TDS) payable 341,698 15,145 198,407
Total 341,698 15,145 198,407
Employee benefit obligations
Particulars 30-Jun-18 | 30-Jun-17 | 30-Jun-16
Gratuity liability 14,330,003 | 17,242,270 | 15,839,196
Leave encashment 3,185,017 4,173,967 4,193,588
Terminal benefits 2,952,028 4,070,723 3,557,739
Total 20,467,048 | 25,486,960 | 23,590,523
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Note to Financial Statements

18 Lapsed Fund*

Particulars Civil Armed Force Total
As at 1st July 2017 5,408,370 4,790,053 10,198,423
Addition during the year 1,840,432 815,631 2,656,063
Transferred to general reserve (1,054,724) (2,179,520) (3,234,244)
As at 30th June 2018 6,194,078 3,426,164 9,620,242
As at 1st July 2016 5,326,718 4,465,449 9,792,167
Addition during the year 1,093,169 1,366,651 2,459,820
Transferred to general reserve (1,011,517) (1,042,047)|  (2,053,564)
As at 30th June 2017 5,408,370 4,790,053 10,198,423
As at 1st July 2015 3,237,380 3,699,492 6,936,872
Addition during the year 3,260,477 1,243,882 4,504,359
Transferred to general reserve (1,171,139) (477,925) (1,649,064)
As at 30th June 2016 5,326,718 4,465,449 9,792,167

*Lapsed fund consist of employer's contribution of the members who have gone out of the scheme

before contributing for twelve months or terminated from service.

Annual Report 2017-2018

(All amount in BTN, unless otherwise stated)

28




6e

FATED
£ AN
. L H
—_

¥96°'59¥'629°s | 98L°LSZ LEL PLS'P60°LEL L£S'S66°LL0T | €ELPTSLLOT (8-¥) L10Z aunr yipg Je Se uoIINGIIIUOD JaN
62L'960°CY0' | 19E°1LLZ'22E 081281222 GEE'0LE°66.L 268°192'66L (8) 210z sunr yiog 3e sy
061L218'€LZ ZEE'S86'vZ ZEE'G86'VT L¥9'0Z6°18 G88'026°18 1eak ayy Buunp spunjay
6ES'¥BZ'678'L  620'98Z'L61 | 8¥R°LOZ'L6L | ¥69'6¥F'LLL | 296'OVE'LLL 910z Anrist Je sy
punjal pajejnuinoay
£69°296°219°L | L¥S'2ZS'656 ¥69°182'656 | 198°G96'9/8°Z | §85'26.°9.8C (w) L10Z aunr y3og e sy
889'026'6¥8 Pl 196211 \WpL'196'2LL | €09'266°LIE | £09'Z66'LLE 1eak ay) Buunp uonngiyuod
S00'Zr9'ZC8'9 | 908'¥SS'OP8 | €S6'CLE'OP8 | YIT'EL6'VIS'T | 286'66L'¥95'T aouejeq Buuado pajsnlpy
- - = 2 - awayos Jo Jusugsnipy
G00'2r9'TZ8'9  908'¥SS'O¥8 | ESB'CIE'OV8 | ¥9Z'EL6'VOS'T | 296'66L'¥95'T 910z Ainr sy 1e sy
uoIINQUIUOD PajeIMUNIJY
vis'e8l'09z'0 | 608°LEEC0Z8 | LEL'SLL'0Z8 | 01L8'E.8'60EZ | LSL'Z0B'6OET (8-v) 810Z aunr y3pg 38 se uonNqIUO 33N
99L'Liz'Iee’z | ££1°628°1LST ZS6'YYL'LST | ¥S9698°CL6 | 9Z¥'L9L'EL6 (g) 810z aunr yiog e sy
IEv'P117882 211715562 ZLL'1SG'62 6LE66F FLL | $/G'66F VLI 1eak sy Buunp spunjay
62L'960'€P0'C | LOE'1LZ'222 | 081'I8L'22C | GEE'0LE'66L | 258'L9Z'66L LLOZ Anr sy je sy
punyai pajejnunosy
089'V6E16S'8 | E¥6'091L'ZL0'} | 680°0Z6°L20°L | SO¥'EVLEZZ € | €81 0LS' 2 € (v) 8L0Z aunr yipg e sy
BEL°165EZ6 GBE'8E9TLL GBEBEITL I VLL'IGL'6YE | PLL'LSL'6YE 1eak ayy Buunp uognqiiuo)
LWS'E08'299' L | L5225 656 ¥69°'182 656 162'98S'¥.8'C | 600'CIP'¥.8'T aouejeq Buiuedo pajsnipy
(zZS51'65L'F) = > (9/5'6.£'2) (9/5'62£'2) awayos Jo aunsnipy
£69'295'2/9'. | L¥5'T2G'656 p69°'18Z'656 | /98'G96'9/8'C | G8G'76.'9/8'C 210z Anr sy e sy
uoiINQIIIUOD PAJeININIIY
uopnquue) | uopnquiuod | uoPNQUIUOD | UORNQIIUOD
|elor s,sakojdwg s, Joquiapy s Jafojdwz s, Jaquiap sJejnoJed
$82104 pawiny [}

ueld (9@) uonnqiyuo) pauyaq sJaquwial I8N ‘6l

(pajejs asimuByjo SSajun ‘N.Lg Ul jJunowe [Iy)

SjUSLWIBEIS |BIDUBUIH O} 3JON

2
S
T
N
S
~N
-~
.
S
)
oc
S
S
=
S
<




o€

1S8°0LLCEZ'E | GES'COL'LBY #2968 08 LZLEP6'SEL'L | LisT0es'seL’ L | (8-W) LLOZ aunp yigg Je se paypald suinjad jaN
£ 1 13 i % 7 ] 4 ¥ 3 £ .-..ﬂw hr.a ﬂﬂ.:.-ﬂ-
1Z0'088'ZET’L | ¥SB'986'9EL | £G¥'9GS 8L | TL9'S68'S9Y | EVO'LFY LGV \)O 3 S€ PUNJel SUINJRS PEIEIMUINIOE (€30
9GL'L16'1S1 08Z'€LL'0Z L06°8F1'02 ¥EL'9¥8'SS GEP'698'GS Jeak aup Buunp punjay
G9Z'Z06'080°L | b2S'€L8'0LL | 9¥S'Z0F'BLL | BES'BRO'0LY | 809'LLG'SEY 910z Anr st je sy
punjal suinjal pajejmunoay
Z/8'069'99%'y | BBEL'060°8L9 | ZEL°0SP'6L9 | £6L°8€8°109'L | ¥SS'LLZ'LZI') (v) Loz aunp
Y30E 38 SB Pajipaud suinjal pajejnuinooe |ejo)
186'099°099 ¥SO0EL L6 ECr POLLE 9/1'61Z'6€Z | 8ZL'90Z'6ET 1eak ey Buunp paypalo suimay
168'696'S08'E | ¥EL'BS6'9ZS | PIL'GPE'SZS | L19'61O9'Z9E') | 928'¥90'88EL aoueieq Buiuado pajsnipy
. - - - - awayos Jo Juawgsnipy
168'686'S08'S | ¥EL'656'92S | PLL'SKE'SZS | LLO'6LO'ZOE’L | 9Z8'¥90'8BE’L 910z Anr sy 1e sy
PaYPaId SUINJL PAJRININIDY
BEO'BBL'VBL'C | 625 L0265 | J9€ €56865 | ££Z L6L'EEE’L | 806'S¥O'EEEL | (8-W) BLOZ aunr YIOE 38 SB Paypald suinjal JaN
P faon o P e (g) 810z aunp
ZE6'88Z°6SF'L | L9Z'E68°Z9L | 0L0'9lv'¥OL | 986°BLL'EVS | 0L9'0FL'89S 3OS I8 SE PUMyS] SUINJSJ POIEIALINIE (€301
H16'80F'902 £1¥'906'62Z L19'616'SE vIE'e8e’LL 195662 LL 1eak ay, Buunp punjay
1Z0'088'262'L | PSR'OBG'OEL | €GV'OGS'REL | 2L9'GER'SOF | EWO'IbY LEY L10Z Ainr sy e sy
punyaJ suiniad pajejmunady
* ', 1} [ i i i+ i * i (3 1] (] A‘ﬁ mFﬂN 0_.ﬁ-_.——i
LL6'089'CZZ'S | 96L°00L°ZZL | 8E¥'6ZY'STL | 6LZ'0LE9LB'L | BLS'98LLOG') (IOC 30 €8 PORPEID SUINYES POJRINIINISE 18101
1£6'820'8S. 0¥ 010'%01 L0E6.6'€0L | evB'2E0'G/Z | 0BE'9L0'GLE teak ay Buunp pajipaio suimay
Ov0'8¥O'SOP'y | 8BE'060'BLY | LZEL'OSP'6LO | LLE'ZEELO9'L | BEL'0LL9ZI'L aouejeq Buuado pajsnipy
(zeg'zo0'L) = % {9L¥'10S) (91¥'108) awayos Jo uaugsnipy
7/8°0S0'00F'y | 88E'060'8L9 | LEL'OSK'6L9 | €6L'8E8'LOY'L | ¥SS'LLT'LZY'L L10zZ Ainr st e sy
Pajpai1d SuINjaJ PajenuNay
UONNGIUCD | UORNGUIUOD | UORNQLIUCY | uoHNGLIUCD
|ejol s Jafojdwa S Jaquuawu s Jafojdwa EWE: (TTETT] Sie|NMUEd
uo Jsatau| uo ysasau| uo 3sasau| uo jsasau|

uejd (2@) uonnquuo) pauyeq S JaqLIajy o) payIpald suinjal JeN "0Z

(pajejs asIMIBYIO SSBIUN ‘NLE Ul JUNOWE |iy)

Sjuawale)g |eioueul4 0} SJON

Annual Report 2017-2018

60



Note to Financial Statements

21. Net Member’'s Defined Benefit (DB) plan

(All amount in BTN, unless otherwise stated)

Annual Report 2017-2018

Particulars Civil Armed Forces Total
Accumulated contributions and returns credited
As at 1st July 2017 15,980,228,931| 4,969,126,792 20,949,355,722
Adjustment of scheme 5,750,777.90 (0) 5,750,777.81
Adjusted opening balance 15,985,979,708| 4,969,126,791 20,955,106,500
Contribution during the year 1,335,523,789 381,286,766 1,716,810,555
Returns credited during the year 1,178,077,819 345,819,314 1,523,897,133
As at 30th June 2018 (A) 18,499,581,316| 5,696,232,871 24,195,814,188
Accumulated pension payments
As at 1st July 2017 1,120,885,543 646,609,732 1,767,495,275
Pension payment during the year 306,635,250 138,390,848 445 026,098
As at 30th June 2018 (B) 1,427,520,793 785,000,580 2,212,521,373
Accumulated pension fund refund
As at 1st July 2017 933,988,034 241,855,119 1,175,843,153
Refund from pension fund during the year 268,966,042 11,607,665 280,573,707
As at 30th June 2018 (C) 1,202,954,076 253,462,784 1,456,416,860
Net accumulated contributions and returns
credited as at 30th June 2018 (A-B-C) 15,869,106,447| 4,657,769,508 20,526,875,955
Accumulated contributions and returns credited
As at 1st July 2016 13,660,146,533| 4,288,756,913 17,948,903,445
Adjustment of scheme - - -
Adjusted opening balance 13,660,146,533| 4,288,756,913 17,948,903,445
Contribution during the year 1,303,851,679 382,602,800 1,686,554,479
Returns credited during the year 1,016,130,719 297,767,079 1,313,897,798
As at 30th June 2017 (A) 15,980,228,931| 4,969,126,792 20,949,355,722
Accumulated pension payments
As at 1st July 2016 862,619,022 532,423,094 1,395,042,116
Pension payment during the year 258,266,521 114,186,638 372,453,159
As at 30th June 2017 (B) 1,120,885,543 646,609,732 1,767,495,275
Accumulated pension fund refund
As at 1st July 2016 716,773,548 232,552,366 949,325,914
Refund from pension fund during the year 217,214,486 9,302,753 226,517,239
As at 30th June 2017 (C) 933,988,034 241,855,119 1,175,843,153
Net accumulated contributions and returns
credited as at 30th June 2017 (A-B-C) 13,925,355,353| 4,080,661,941 18,006,017,295
31
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

22. Income from loans

62

Particulars 30-Jun-18 30-Jun-17
A. Interest income from loan to manufacturing & industries sector
Bhutan Ferro Alloys Ltd. 13,990,311 19,336,404
Druk Ferro Alloys Ltd. 78,508 724,347
Dagachu Hydro Power Corporation Ltd. 66,162,316 74,064,984
Dungsam Cement Corporation Ltd. 89,212,012 100,440,806
Dungsam Polymers Ltd. 11,493,610 11,885,577
State Mining Corporation Ltd. 46,027 -
Total 180,982,785 206,578,930
B. Interest Income from loan to service & tourism sector
Tashi Infocom Ltd. 33,903,700 18,846,621
Druk Doethjung Resort 5,466,101 5,418,875
Yangphel Real Estate 20,023,910 22,782,345
Bhutan Power Corporation Ltd. 55,553,675 29,737,082
Natural Resource Development Corporation Ltd. 5,617,900 3,619,109
Manidheepa Moshin Resort 2,210,817 8,539,774
Bhutan Telecom Ltd. 315,068 -
Bhutan Hydro Service Lid. 9,054,959 -
Legphel Hotel Pt Ltd. 1,551,979 -
State Trading Corporation Ltd. - 7,724,892
Total 133,698,111 96,668,699
C. Interest income from loan to institutions/RGOB
Bhutan Development Bank Ltd. 11,262,665 12,668,934
Royal Insurance Corporation of Bhutan Ltd. 78,689,689 75,600,677
Ministry of Health 4,113,269 4,808,782
National Housing Development Corporation Ltd. 37,610,616
Total 131,676,240 93,078,393
D. Interest income from loan to members
Housing 217,287,100 238,405,346
Education 222,078,622 192,352,040
Student loan 7,855,910 6,368,755
Staff Housing loan 2,552,904 3,014,114
Staff Vehicle loan 980,906 836,702
Staff Incentive Loan 977,533 .
Member Loan 28,253,116 16,332,277
Total 479,986,092 457,309,234
Total ( A+B+C+D) 926,343,227 853,635,256
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Note to Financial Statements

23.

24,

25.

26.

Income from bonds and commercial papers

(All amount in BTN, unless otherwise stated)

Particulars 30-Jun-18 30-Jun-17

Dungsam Cement Corporation Ltd. 81,500,000 81,500,000
Druk Air Corporation Ltd. 139,569,475 158,225,122
Tashi Air Ltd. 11,250,000 11,250,000
Royal Insurance Corporation of Bhutan Ltd. 131,080,525 131,111,433
Druk Punjab National Bank Ltd. 7,800,000 7,800,000
Zimdra Foods Pwt. Ltd. 23,089,358 23,089,358
RSA Pwt. Ltd. 3,216,400 1,374,681
Commercial papers 3,582,027 1,183,562
Total 401,087,784 415,534,155

Note: Income from term deposits, income from loans and income from bonds and commercial papers
are from financial assets measured at amortized cost.

Rental income

Location 30-Jun-18 30-Jun-17
Thimphu 38,438,370 36,769,071
Phuentsholing 14,289,638 13,676,005
Samdrup Jongkhar 4,931,456 3,443,460
Samtse 650,640 621,180
Total 58,310,104 54,509,716
Dividend income

Particulars 30-Jun-18 30-Jun-17
Penden Cement Authority Ltd. 15,081,710 15,081,710
State Trading Corporation Ltd. 882,000 793,800
Bhutan National Bank Ltd. 125,830,074 103,126,789
Kuensel Corporation Ltd. 624,750 661,500
Druk Punjab National Bank Ltd. 1,689,648 1,408,040
Bhutan Insurance ltd. 3,150,000 2,700,000
Total Income from dividend 147,258,182 123,771,839

Note: Dividend income are from financial assets measured at fair value through Statement of

comprehensive income.

Other income/(Loss)

Particulars 30-Jun-18 30-Jun-17
Loan Processing fees 942,800 623,620
Gain/(loss) on flna.m:lal assets measured at fair 86,126,933 694,813,677
value through profit or loss

Miscellaneous income 10,568,531 2,621,290
Total 97,639,263 698,058,587

Annual Report 2017-2018




e

080'ZEB'0E | ¥6S'9E9'Z9 | £L9'BOV'EH ¥68'989'81 0L8ZFA0L | 986'ZLL'TL | BEBTLBT'L | 969TSWFE 6¥¥'929'6 {a+v] [e30L
806'ZEL'Ll | B98'STETZ | LLL'BOS'GE 99E°105'6 EV6 062 . | GZ9ESS'E | 689CZZ0W | GRLWEEL SO¥'S06'C (@lEwlans
¥a8'9L 151'951 SLO'EEZ SLO'EET - = = = - uoqubodaap/S|asse J0 HES U0 5SSO
¥95'vE sIz'oL Z84'¥0L 2 e - LIZ 595 '¥0L sasuada SNOBUBEISHY
BER'POY L12Z'E26 0G9°LLE'L = 059 LLE'L > - - sasuadia podas g0
¥OZ 05k 809'vL6 ELB'¥OE'L = = ELR'POE'L - sasuadxa piedald Jo UoNBZIIOWY
LE9°L09 IET'TTTL L98°EZ8'L L9R'e7e’l = = - - SaE) pue SIey
BOY L9Y Z89'6Y6 2GL°LLE'L 51219 < 969192 = £50'BEE 881954 JUBLLIBSIIANDY
9.2'c59 951'22E'L | 2EF'0B6'L 6ZL LrY 6.6'GE $B6'ZES 9.4 L0k £56'609 ZLO'85E fuauoners pue Buguug
Oby'THY t11'868 SELLPE'L 298'95 6.8'CE PLO'LL gE0'DZ ¥Z0'6Z6 DLL'EET sasuadva Ageypdsoy
886'ELE YZLVER FAWR: e = = 000°ZL . o¥9'L9 ZL0'646 sasuadxa pue saay bugig
199'791'Z | GPE'EEE'Y | 9L8'9559 000'SKS'L | 0GL'LEY LE9'ZISE & GLE'190'L sabueyo Aoueynsuod
£08'v51 05L'G6E £55°065 : - - £L¥'592 0B0'GZE uogduosgns pue sea) diysraquiap
990'Gl 109'0E £19°GY £L9'6k - - sabieys yueg
Zev'L0L ESEBLE GER'GEE - = GEB'SZE sasuadtie g saa) Ipmy
919'e0L'Z | BEL'EBZ'Y | ¥SE'ZEE'D £55°25¢€°L L08'PEQ'S - * = W sasuate ||
£90°9L EES ¥SL 009'0£2 = = = = 009'0E2 1 2050
CEP'LES'L ISE'EZL'E | 06L'099'Y 0BL'099'Y & - - - SOUBLIBUIBL BUGNOS Ty
L11'vER GVE'7LSl | L2S'B6FZ 666 ¥IL B6F'ESL 09%'2 = 695°LLLT . SOUBLBUIBW 3010
119'06L Z6Z'909°L | B9B'9GE'Z BLL'OYS 8TL'LL BLB'LLL 000°2 902 9¥S LBY LR sasuad Buganel|
6EL'Y 1796 99E'vlL 909'% = 009 2 068'C olz'e sjedipouad pue syoog
9EL'9LS ISG'BF0'L | £8O'POSL LLO'0SE 150°08€ 150'6L L9¥'6 625'808 LIS'IEL safieyD UORBLLOJUUOEIIUNLILOT)
sasuadxa Bunesado Joyi0
ZLI6606F | SZL'008'8C | L6B'668'LS 8255816 892'96C'C | LOC6LZ'6 | BPLESZE | 9¥6 LLL'LZ 0 LZL'S {v] ;o1 ang
GER'LSF'T D6L'EBE ¥ | GE0'LSF L = = = = GZ0'LS¥ L = SasuadE JuH
86LEFF 265°106 06E'SVE’L e E D6E'SYE'L E = = siyauaq aafoidwa Jau0
7G6'PER 661'G86 LS04V 90e'LTr 000°0Z 4 GG '99¢ 00E'ZEL S00'8vE GBG'GL UDISSIIUND [SABI] BB
LEL'LBS 9ZL'Z0Z'L | LSREGL'M SZE'L0L SLL'9Z 0LF'Ly 051'GL LE4'E09°L - JUBWYSEIUD aMesT]
£¥S'SZL S¥0'65Z 885°08E 20586 008'8Z 009'¥8 008'¥E 009°801 00Z'sz sasuadia [ea1pay
ZE6'606 zos'evd’L ¥E¥'8GLT 08E = = = VEL'BSL'E = Jyauaq [eunwa]
£55°092 ¥ZE6ES LIg'6BL - - - = LIB'6BL - (AurgesBhiyauaq aafopdws wus) Buo
BLL'¥SS'L ESZ'SL'E LELLLY = = = = LE'LLLY - eqesb-xg
€L¥'206 865'cre'L HOPELE 505579 098 '6¥Z 606'GLG 182'0¥Z Z6¥'E99 ¥Z6'B6E (4d)uognquiuod pauyaq
IEZ'ZIE'LL | GEQ'TBO'ET | ZLO'SHF'VE ¥y Ze6'L EESZL6'T | LPO'BEL'D | B10'9€8Z | SOL'EB9'B SZE'LZT'S safiem pue sauees
sjyauaq g uohjeseunwal sakojdw3
“sesusdxe sasuadxa sosusdxa
%EE-00 | %.9-80 | |oLpuesp | sesusdxe Jy |sesuedxe | o oo | soueuy sasuadxe “unupy R ssgnAeg

X@ JuallabeuEll gg PUE D 0} sesuadXe UOLWLWGI JO JUsWUo

(pajejs asimiaLjo ssajun ‘N1g Ul JUNowe |iy)

Ve

sasuadxa juawabeuew gq pue 9q "Lz

sjuaLwalels [eioueuly 0} 310N

)
=
)
N
N
=
)
N
—
.
8
)
4
=
S
S
=
=
<

64



St

S m - )
4 __ ’
....7

N5

Sm—

86F'S6E B0} 815669001 | BEL'EBF'LL | 980'GLF'99 ¥65'9£9°29 €6FZ8L't [ 00L'LIE'OE | ZE¥DBZ'PE | 0BO'ZEB'OL Y ErP'T (a+v] =o)L
12980 €OF'056 9€ | Z€96ZG LZ | GOB'691 52 G98'SER EL GE6ELL b | 686 FBZ Eh | 6SI0BL'LL | BOBZEL'LL (LN {al =) qng
G58GE - £C0FT - - = ZE8' Lk 2 - - SUED] JO HO-SILM
§.5'005 SLO0'EET GOE'SEE 151951 LSL'9G1L 061591 ¥98'0/ ¥oR'9L = uoguBooa JBp S|asEe JO HES LO S5O
288’0z Z8LvOL GB5°08 gLZ'oL 1Z'0L £68°6E ¥95'vE 95" VE SISUBND SNOSUEIBTISIN
001'5Z8 059°LIE'} L1BZS5 LLIZ'EZ6 LIZ'EZ6 £82TLE BEF ¥SF GEF ¥SF sasuadee podal gio
£18'FaE"L £18'veE'L ¥ZP'rLE 809'FLE 809'¥LE - 2805k $0Z'05k $0Z'05% sasuade preda.d Jo uoleZHoWY
ZL0'eLe’l 198°578'L BOE'PELL | LEZ'ZTT'L IET'TTT' ) - ¥OLESS 1£9'108 LE9' 109 SEE] puE SARY
SOZ'ELLE 8L L80'95%'L | 229'6F6 Z99'6¥6 - LIVERL 69 Lo 63Y'L9¥ = USRS BAPY
¥5Z'0F9'L vEZ'Z6L'Z | BSE'ISL'E | BLS'EZSL 951'L2¢e'} ZoE'10Z 96¢'88Y 9.1'899 9T 'ES9 005°0L Rauoners pue Buguug
9L8'86L'L SER'TLEL IS0'BIZ'L | ¥S0'LE6 vil'868 08Z'8C 65L'185 0E8'Shtr L't 0ZV'E sasuadxa fyeydsoy
GEE 066 Zhe'are §51'599 YEL'VEY ¥EZLVEY . ¥81'sZE 886'ELE 86'ELT - sasuadxa pue saa) Bumig
PEZS'EBS'E 9lB'965'9 866FOF'Z | BVE'CEEY BPE'TEE 'Y - 9ZSesL’L | L9R'Z9L'Z | 198°ZOLT sabieyo Kouegnsuo]
£61'150°E 1EP'Z19'L BLE'BMOT | BZOLLY'L 05L'S6E 818'120°L | wLE'B00°L | €08'¥EL £08'vE1L uonduasans pue sa3) diyssequiagy
0 L9E £L9'SK 69L°E5E L09°0E L09'08 - ¥I8EL 990'GL 990'61 safieyd yueg
151258 SER'SZE LVE'9EE ESEBLE ESE'8IE OLy'gLL zor'LoL zar'LoL sasuadxe g $89) Ipny
195'182'S PSETEE'S | OPO'BES'E | BEL'ESTW GEL'ERT'Y % SIB'ZPL'L | 9L9'BOLZ | 9L9'BOL'T OWi/sesuadxa ||
009'612 009082 ZEL'L¥) £E5'¥S1 £E5'FS1 = 89F'ZL £30'9L £90'9¢ Jual 00
056'991'6 06£'099'y | L6L'ERL'D | LSE'EEL'E ISE'ETL'E ¥G1'SZO'E | EEP'LES'L | EERLES'L SOUBUBIUIEW BUGNOL Ty
6¥6'895'T 1TS'86F'T | 96L'IZL'L | BFE'RLY') BVE'WLT'} - £5L'Lve LLV'RER LIV'vER - SoUBUBJUIBW SO0
28’981’ 0£L'08k'Z ZOZ'LLP'L | 699'8S9'L Z62'909'} LIE'ETS ECrA-Y L80°zZ2e L1906 ¥8E'LE sasuade Bulane)
81592 9%g vl 1081 129'6 1296 - LiL'g BELY BEL'Y E siesipouad pue s300g
Z00'E98'E ZLL'LES') 60S'PZ6'L | DBS'8LO'L 155'8P0') 62008 Z6P'BEG 785'8LS 9EL'9LS Lrr'E sabeyo UOGBLLICJUIUCREDIUNUILCT)
sasuadxa Bunjesado sayig

L1187085'19 GLL'BPL'EY | 99L'WS6 LV | ZBZ 6VL ¥ SZL008'8E 9SS B¥YFC | WLl 9ZIEL | PEBGEP CC | CLh 660 6} Z9900V'E [CHEETLS
PPOPLYEL SZO'VSP'L | 0L9°LZ06 | 06L'E66F 061 'C66 ¥ - SEYS¥F Y | SEBUSPZ | SE8LSP'T - Sasuste quH
956'¥68 0BE'SHE'L 129665 Z65'106 Z65'106 - 9EE'S6L 961 'ErY 964 'Y s sjyeuaq eakojdus Jag0
5B0'60F '} 120°869'} £06'8.L8 PZP'L80°L B61'SE6 SZT'ZT0k Z81'0E5 165088 256'rer S¥9'STI UOISSIOU0D [BhE S SNeIT
LEG'BSS'T LSE'E6LL ZZT'869'L 921 TOE'L 9Z}'Z0T'h = SLE'D9E LEL'LES LEL'LBS 2 IUSMUYSBIUS Snes|
025' 105 0sZ'Liv L¥6'6LE S¥R'vee 590'552 008’62 615481 [ £¥S'STL Z98'09 sasuadxe [e0ipan
PLYLIE'T VEP'85LT IZE'9EL'T | T9S'eve’h z95'are’L ) 98T 18L ZE6'606 TE6'606 2 Wauaq euLIa|
0EF'8LS'L L18'6BL evs'LS0'L | ¥ZE'BIS ¥ZE'BES ) z88'02S £55'092 £55'092 - (Ayumeubljyauaq sakodwa wus) buo
10Z'190'S LIE'EEL's EZO'BPE'E | EPETFPE £SZISL'E 066 '¥8C ¥L'ELR'L | B90°L6S'L | BLL'PGSL 056'9EE eqesbxgy
£VE'8S6'T IBP'ZEL'E | BEIELEL | SZO'VEE'L B65°5¥8") 1ZF'arl ¥7L'580°L | 99%'SEL’L | ELV'BOG £66'62Z (dd)uonngiauod pauyag
Zra'0zz'ee G6E'SLE'OE | ZLZ'WLL'ET | 0S6'S96'PE SE8'Z80°ET vii'eee’lL | Boe'90L'EL | 6PY'BOD'YL | LEZ'ZOE'LL ZVTUVIT sabew pue saueeg
sjyeuaq  uoneseunwal safopdwy

LWZ-unf-0¢ | 810Z-UNM-0g — ghoz-unrof | Csesuedxe | o oo R SHOZ-UNr-0g sesuadxa e
pepua papua papus (WLl T TH e b Papua
papua 16w 80 pepua uowwoa jo wee | W oa
seak ay) Jog | Jeak ayy so4 Jeak ay) J04 1 %9 Jeak ayy 04 SIENLEY
Jeak oy 104 Jeak auy) 104
o 0L gh-unp-og gL-unp-pg
Sasuadue Juauabeuey aa Sasuadue juawebeusy Ha
Sasu Xa UoWLwoD Jo Juaunojie Jajje sasu Xa juawabeuew gag pue 20 q
penuiuos sasuadxa juswabeuew gq pue Hg

(pajejs asimuay)o ssajun ‘N g ul junowe |jy)

S)USLWale]S [BIOUBUIL O} 310N

LO
©

Annual Report 2017-2018



Note to Financial Statements

(All amount in BTN, unless otherwise stated)

28. Provision for loans as per RMA Prudential Regulations

. Interest
Provision P::v;n:;;::::g:f suspense
Particulars charged to Comprehensive charged to
Loans Income Interest Income
from loans
A. Provision on standard assets
Provision as at 1st July 2017 87,823,881
Provision as at 30th June 2018 122,224,265
Charged to Statement of Comprehensive Income 34,400,385
B. Provision on Non-Performing Loan
Provision as at 1st July 2017 61,767,006
Prowvision as at 30th June 2018 85,768,598
Charged to Statement of Comprehensive Income 24,001,592
C. Interest suspense
Interest suspense as at 1st July 2017 10,855,243
Interest suspense as at 30th June 2018 14,689,536
Charged to Interest Income 3,834,293
Total as on 30th June 2018 222,682,399 58,401,977 3,834,293
A. Provision on standard assets
Provision as at 1st July 2016 95,849,034
Provision as at 30th June 2017 87,823,881
Charged to Statement of Comprehensive Income (8,025,154)
B. Provision on Non-Performing Loan
Provision as at 1st July 2016 53,741,852
Provision as at 30th June 2017 61,767,006
Charged to Statement of Comprehensive Income 8,025,154
C. Interest suspense
Interest suspense as at 1st July 2016 7,777,515
Interest suspense as at 30th June 2017 10,855,243
Charged to Interest Income 3,077,728
Total as on 30th June 2017 160,446,130 0.00 3,077,728
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Note to Financial Statements

(All amount in BTN, unless otherwise stated)

29. (a) Disclosure as per BAS 19: “Employee benefit” as regards defined benefit scheme

(Gratuity)

A Movement in present value of Defined Benefit Obligation 30-Jun-18 30-Jun-17

1 DBO at end of prior year 17,242,270 15,839,196

2 Current service cost 1,604,298 2,041,171

3 Past service cost - -

3 Interest cost 1,295,005 1,200,602

4  Benefits paid by the plan - -

4  Benefits paid directly by the employer (2,109,426) (1,663,345)

5 Actuarial (gain)/loss due to plan experience (1,065,767) (141,431)

6 Actuarial (gain)/loss - demographic assumptions 28,745 (33,923)

7 Actuarial (gain)/loss - financial assumptions (2,665,124) -
DBO at end of the year 14,330,001 17,242,270

B Statement of Profit & Loss 30-Jun-18 30-Jun-17

1 Current service cost 1,604,298 2,041,171

2 Past service cost - -

2 Net interest cost on net defined benefit liability / (asset) 1,295,005 1,200,602
Net Cost for the year recognized in P&L 2,899,303 3,241,773

C Other Comprehensive Income ( OCI) 30-Jun-18 30-Jun-17

1 Actuarial (gain)/loss due to liability experience (1,065,767) (141,431)

2 Actuarial (gain)/loss due to liability assumption changes (2,636,379) (33,923)

3 Return on plan assets (greater)/less than discount rate - -
Remeasurement (Gain) or Loss Recognized in OCI at year end (3,702,146) (175,354)

D Development of Net Financial Position 30-Jun-18 30-Jun-17

1  Defined Benefit Obligation (DBO) (14,330,001) (17,242,270)

2 Fair Value of Plan Assets (FVA) - -

2 Funded Status (Surplus/(Deficit)) (14,330,001) (17,242,270)
Net Defined Benefit Asset/(Liability) (14,330,001 (17,242,270)

E Reconciliation of Net Balance Sheet Position 30-Jun-18 30-Jun-17

1 Net defined benefit asset/ (liability) at end of prior year 17,242,270 15,839,196

2 Amount recognized in Profit & Loss 2,899,303 3,241,773

3 Amount recognized in OCI (3,702,1486) (175,354)

4  Contributions paid into the plan . .

4  Benefit paid by the employer (2,108,426) (1,663,345)
Net defined benefit asset/ (liability) at end of the year 14,330,001 17,242,270

F |Expected benefit payments for the year ending

30-Jun-18 30-Jun-17

1 Lessthan a year 1,563,193 2,890,297

2 Between 1- 2 years 1,639,442 3,476,145

3 Between 2-5 years 9,738,521 9,520,475

4 Over 5 years 15,711,195 18,514,810
Total 28,652,351 34,401,727
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Note to Financial Statements

i. Expected employer expense for the year ending 30 June 2019 is Nu. 2,828,313
ii. Weighted average duration of defined benefit obligation is 12.91 years (30th June 2017- 11.69 years)

iii. Risk Exposure

(All amount in BTN, unless otherwise stated)

Through its defined benefit plans, NPPF is exposed to a number of risks, the most significant of which
are detailed below. The actuarial valuations are based on certain assumptions, which are dynamic in
nature and vary over time. As such NPPF is exposed to various risks as follows;
a) Salary Increase: Actual salary increase will increase NPPF's liability. Increase in salary increase
rate assumption in future valuations will also increase the liability.

b) Discount Rate: Reduction in discount rate in subsequent valuations can increase NPPF's liability
c) Mortality Rate: Actual deaths & disability cases proving lower or higher than assumed in the

valuation can impact the liabilities.

iv. Significant estimates: actuarial assumptions and sensitivity

68 Annual Report 2017-2018

a Discount Rate 30-Jun-18 30-Jun-17 30-Jun-16
Discount Rate 8.00% 8.00% 8.00%
Effect on DBO due to 0.5% increase in discount rate (570,268) (583,965) (583,965)
Effect on DBO due to 0.5% decrease in discount rate 610,481 622,405 633,983

b Salary escalation rate 30-Jun-18|  30-Jun-17 30-Jun-16
Salary escalation rate 7% 1% 1%
Effect on DBO due to 1% increase in salary escalation rate 695,455 547,826 515,402
Effect on DBO due to 1% decrease in salary escalation rate (724,646) (559,551) (531,998)

¢ Attrition rate 30-Jun-18|  30-Jun-17 30-Jun-16
Attrition rate 5% 5.5% 51%
Effect on DBO due to 1% increase in attrition rate (59,897) (89,137) (67,202)
Effect on DBO due to 1% decrease in affrition rate 48,857 69,328 48,583
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Note to Financial Statements

(All amount in BTN, unless otherwise stated)

29. (b) Disclosure as per BAS 19: “Employee benefit” as regards defined benefit scheme

(Carriage charges)

A Movement in present value of Defined Benefit Obligation 30-Jun-18 | 30-Jun-17
1 DBO at end of prior year 1,553,128 | 1,271,906
2 Current service cost 189,486 319,001
3 Interest cost 115,733 90,859
4  Benefits paid by the plan - -
4  Benefits paid directly by the employer (212,934)| (272,330)
5 Actuarial (gain)/loss due to plan experience (333,574) 133,806
6 Actuarial (gain)/loss - demographic assumptions (12,434) 9,886
7 Actuarial (gain)/loss - financial assumptions - -
DBO at end of the year 1,299,405 | 1,553,128
B Statement of Profit & Loss 30-Jun-18 | 30-Jun-17
1 Current service cost 189,486 319,001
2 Past senvice cost - -
2 Net interest cost on net defined benefit liability / (asset) 115,733 90,859
Net Cost for the year recognized in P&L 305,219 409,860
C_Other Comprehensive Income ( OCI ) 30-Jun-18 | 30-Jun-17
1 Actuarial (gain)/loss due to liability experience (333,574) 133,806
2 Actuarial (gain)/loss due to liability assumption changes (12,434) 9,886
4 Return on plan assets (greater)/less than discount rate
Remeasurement (Gain) or Loss Recognized in OCI at year end (346,008) 143,692
D Development of Net Financial Position 30-Jun-18 | 30-Jun-17
1 Defined Benefit Obligation (DBO) (1,299,405)( (1,553,128)
2 Fair Value of Plan Assets (FVA) - -
2  Funded Status (Surplus/(Deficit)) (1,299,405)( (1,553,128)
Net Defined Benefit Asset/(Liability) (1,299,405)| (1,553,128)
E__Reconciliation of Net Balance Sheet Position 30-Jun-18 | 30-Jun-17
1 Net defined benefit asset/ (liability) at end of prior year 1,563,128 | 1,271,906
2 Amount recognized in Profit & Loss 305,219 409,860
3 Amount recognized in OCI (346,008) 143,692
4  Contributions paid into the plan - -
4  Benefit paid by the employer (212,934)| (272,330)
Net defined benefit asset/ (liability) at end of the year 1,299,405 | 1,553,128
F Expected benefit payments for the year ending 30-Jun-18 | 30-Jun-17
1 Less than a year 348,423 615,924
2 Between 1- 2 years 308229 489013
3 Between 2-5 years 1300282 1109610
4  Ower 5 years 1,607,708| 1,505,057

Expected employer expense for the year ending 30 June 2019 is Nu. 312,554
Weighted average duration of defined benefit obligation is 10.02 years (30th June 2017- 9.02 years)
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Note to Financial Statements

ii. Significant estimates: actuarial assumptions and sensitivity

(All amount in BTN, unless otherwise stated)

70

a Discount Rate 30-Jun-18 | 30-Jun-17 | 30-Jun-16
Discount Rate 8.00% 8.00% 8.00%
Effect on DBO due to 0.5% increase in discount rate (46,274) (41,471) (38,912)
Effect on DBO due to 0.5% decrease in discount rate 49,528 44 220 41,571

b Carriage growth rate 30-Jun-18| 30-Jun-17 | 30-Jun-16
Carriage growth rate 5% 5% 5%
Effect on DBO due to 1% increase in salary escalation rate 111,884 102,906 95,376
Effect on DBO due to 1% decrease in salary escalation rate (99,124) (92,137) (84,928)

¢ Attrition rate 30-Jun-18| 30-Jun-17 | 30-Jun-16
Attrition rate 5% 5.5% 51%
Effect on DBO due to 1% increase in attriion rate 24,240 20,451 19,715
Effect on DBO due to 1% decrease in aftrition rate (13,103) (22,597) (40,821)

40
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Note to Financial Statements

(All amount in BTN, unless otherwise stated)

29. (c) Disclosure as per BAS 19: “Employee benefit” as regards defined benefit scheme

(Transfer grant and travelling expenses)

A Movement in present value of Defined Benefit Obligation 30-Jun-18 | 30-Jun-17
1 DBO at end of prior year 2,617,595 | 2,285,833
2 Current senvice cost 245,939 507,022
3 Interest cost 186,221 167,885
4  Benefits paid directly by the employer (379,674)| (374,540)
5 Actuarial (gain)/loss due to plan experience (189,616) (51,275)
6 Actuarial (gain)/loss - demographic assumptions (5,300) (17,330)
7  Actuarial (gain)/loss - financial assumptions (722,542) -
DBO at end of the year 1,652,623 | 2,517,595
B Statement of Profit & Loss 30-Jun-18 | 30-Jun-17
1 Current service cost 245,939 507,022
2 Past service cost -
2 Netinterest cost on net defined benefit liability / (asset) 186,221 167,885
Net Cost for the year recognized in P&L 432,160 674,907
C Other Comprehensive Income ( OCI ) 30-Jun-18 | 30-Jun-17
1 Actuarial (gain)/loss due to liability experience (189,616) (51,275)
2  Actuarial (gain)/loss due to liability assumption changes (727,842) (17,330)
3 Return on plan assets (greater)/less than discount rate
Remeasurement (Gain) or Loss Recognized in OCI at the year end (917,458) (68,605)
D Development of Net Financial Position 30-Jun-18 | 30-Jun-17
1 Defined Benefit Obligation (DBO) (1,652,622)| (2,517,595)
2 Funded Status (Surplus/(Deficit)) (1,652,622)| (2,517,595)
Net Defined Benefit Asset/(Liability) (1,652,622)| (2,517,595)
E Reconciliation of Net Balance Sheet Position 30-Jun-18 | 30-Jun-17
1 Net defined benefit asset/ (liability) at end of prior year 2,517,595 | 2,285,833
2 Amount recognized in Profit & Loss 432,160 674,907
3 Amount recognized in OCI (917.458) (68,605)
4  Contributions paid into the plan - -
4  Benefit paid by the employer (379,674)| (374,540)
Net defined benefit asset/ (liability) at end of year 1,652,623 | 2,517,595
F Expected benefit payments for the year ending 30-Jun-18 | 30-Jun-17
1 Less than a year 364,137 731,952
2 Between 1- 2 years 341,540 593,950
3 Between 2-5 years 1,593,318 | 1,486,710
4 Over 5 years 2,019,897 | 2,481,011

ii.

Expected employer expense for the year ending 30 June 2018 is Nu. 399,649

Weighted average duration of defined benefit obligation is 11.21 years (30th June 2017- 12.16 years)
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

iii. Significant estimates: actuarial assumptions and sensitivity

a Discount Rate 30-Jun-18 | 30-Jun-17 | 30-Jun-16
Discount Rate 8.00% 8.00% 8.00%
Effect on DBO due to 0.5% increase in discount rate (62,067) (90,800) (91,994)
Effect on DBO due to 0.5% decrease in discount rate 66,582 97,841 99,222

b Salary escalation rate 30-Jun-18 | 30-Jun-17 | 30-Jun-16
Salary escalation rate 7% 1% 11%
Effect on DBO due to 1% increase in salary escalation rate 147,034 209,923 211,035
Effect on DBO due to 1% decrease in salary escalation rate (129,855)| (184,925)| (185,354)

¢ Attrition rate 30-Jun-18 | 30-Jun-17 | 30-Jun-16
Attrition rate 5% 5.5% 5.1%
Effect on DBO due to 1% increase in attrition rate 10,329 (35,203) (36,034)
Effect on DBO due to 1% decrease in attrition rate (11,493) 39,896 40,822

30. Additional information

The status of current/non-current assets/liabilities in the statement of financial position on the basis of

residual maturity is as follows:
Assets

12 Annual Report 2017-2018

Particulars 30-Jun-18 30-Jun-17 30-Jun-16

Current Assets

Cash and cash equivalents 546,907,673 | 1,044,294701 | 1,472,022,745
Trade receivables 7,056,259 3,910,885 3,602,443
Term deposits 3,199,558,631 | 1,543,516,702 | 1,552,138,399
Investments in bonds and commercial papers 497,309,763 728,769,520 378,399,255
Loans 2,012,162,244 | 2,012,575,088 | 2,122,396,706
Inventories 642,396 541,892 310,473
Other assets 1,529,823 2,470,697 2,257,940
Total current assets 6,265,166,790 | 5,336,079,485 | 5,531,127,960
Non- current assets

Term deposits 8,180,060,133 | 8,763,021,002 | 4,682,034,761
Investments in bonds and commercial papers 3,909,511,336 | 4,229,854,689 | 4,411,798,042
Loans 10,178,419,036 | 6,557,631,022 | 6,736,399,997
Investments in equity shares 3,216,098,180 | 3,096,824,575 | 2,402,010,898
Investment property 568,039,820 519,185,535 471,358,858
Property plant and equipment 180,365,244 188,244,657 185,081,528
Intangible assets 4,821,569 7,349,525 12,202,495
Other receivables 835,977 827,377 825,557
Other assets 14,819,303 9,280,878 9,202,013
Total current assets 26,252,970,597 | 23,372,219,260 | 18,910,914,149
Total assets 32,518,137,387 | 28,708,298,745 | 24,442,042,108
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Note to Financial Statements

(All amount in BTN, unless otherwise stated)

Liabilities

Particulars 30-Jun-18 30-Jun-17 30-Jun-16
Current Liabilities
Trade and other payables 129,678,673 122,075,399 125,354,353
Employee benefit obligations 2,275,753 8,412,140 5,425,290
Other liabilities 341,698 15,145 198,407
Total current liabilities 132,296,124 130,502,684 130,978,051
Non- current liabilities
Employee benefit obligations 18,191,295 17,074,820 18,165,233
Grant liability 3,815,830 4,769,788 5,723,745
Lapsed fund 9,620,242 10,198,423 9,792,167
Net Member's Defined Contribution(DC) plan* 6,260,183,514 | 5,629,465,964 | 4,993,357 466
Net returns credited to Member's DC plan* 3,784,398,038 | 3,233,770,851 2,725,087,626
Net Member's Defined Benefit (DB) plan* 20,526,875,955 | 18,006,017,295 | 15,604,535,416
Total non-current liabilities 30,603,084,874 | 26,901,297,140 | 23,356,661,653
Total liabilities 30,735,380,998 27,031,799,824 | 23,487,639,703

*The current portion (settled within 12 months) cannot reliably be measured, hence NPPF has classified
entire amount as non-current.

31. Distribution of Surplus

Particulars 30-Jun-18 30-Jun-17

Return on member's DC plan -Civil 550,049,228.00 478,425,904
Return on member's DC plan -Armed Forces 207,989,708.56 182,235,077
Return on member's DB plan -Civil 1,178,077,819.14 | 1,016,130,719
Return on member's DB plan -Armed Forces 345,819,313.60 297,767,079
Transferred to general reserve 38,392,410 23,486,631
Transferred to fair valuation reserve 59,665,203 696,456,056
Transferred to actuarial gains/(loss) reserve on NPPF employee benefit 4,965,612 100,267

Total 2,384,959,294 | 2,694,601,733
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

g;j:lr::t;;:amturdles of financial liabilities enithanSvesy Total
Stale cheque 1,498,768 1,498,768
Interest received in advance 95,825 95,825
Unidentified deposit 2,399,731 2,399,731
Earnest money 108,213 108,213
Security deposit (contractor) 2,414,862 2,414,862
Performance guarantee deposit 2,137,648 2,137,648
Security deposit (rent) 8,504,014 8,504,014
Excess member contribution 632,713 632,713
Security deposit - power / tenant 529,777 529,777
Housing / education loan closed A/c - credit balance 26,488,101 26,488,101
Unclaimed contribution 48,536,600 48,536,600
Other payables 36,332,422 36,332,422
Total financial liabilities 129,678,673 129,678,673 |

Off balance sheet commitment (loan) 111,800,000 111,800,000
Contractual maturities of financial liabilities
Total

30 June 2017 Less than 1 year ota

Stale cheque 1,485,766 1,485,766
Interest received in advance 95,825 95,825
Unidentified deposit 2,399,731 2,399,731
Earnest money 715,900 715,900
Security deposit (contractor) 4,786,859 4,786,859
Performance guarantee deposit 558,822 558,822
Security deposit (rent) 7,786,460 7,786,460
Excess member contribution 370,032 370,032
Security deposit - power / tenant 535,037 535,037
Housing / education loan closed A/c - credit balance 20,108,148 20,108,148
Unclaimed contribution 48,544,224 48,544,224
Other payables 34,688,595 34,688,595
Total financial liabilities 122,075,399 122,075,399

. % N
‘.\I":\.: ::I-‘, 0
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

Contractual maturities of financial liabilities Less than 1 year Total

30 June 2016

Stale cheque 1,357,244 1,357,244
Interest received in advance 518,027 518,027
Unidentified deposit 2,301,067 2,301,067
Earnest money 689,137 689,137
Security deposit (contractor) 3,901,781 3,901,781
Performance guarantee deposit 792,542 792,542
Security deposit (rent) 6,820,984 6,820,984
Excess member contribution 5,033,926 5,033,926
Security deposit - power / tenant 538,802 538,802
Tax deducted at source (TDS) payable - -
Housing / education loan closed A/c - credit balance 13,898,836 13,898,836
Unclaimed contribution 48,544 224 48,544 224
Other payables 40,957,784 40,957,784
Total financial liabilities 125,354,353 125,354,353
Off balance sheet commitment 200,000,000 200,000,000

(C) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial asset will fluctuate because
of changes in market interest rates. NPPF gives loans only at fixed interest rate hence, it is not exposed to
interest rates risks on loans. Further other financial instruments invested in term deposits, bonds and CPs,
are also at fixed rate of interest.

The NPPF's fixed rate financial assets are carried at amortised cost. They are therefore not subject to
interest rate risk as defined in BFRS 7, since neither the carrying amount nor the future cash flows will
fluctuate because of a change in market interest rates.

(D) Price risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market prices (other than those arising from interest rate risk or currency risk), whether those changes
are caused by factors specific to the individual financial instrument or its issuer or by factors affecting all
similar financial instruments traded in the market.

The company’s exposure to equity securities price risk arises from investments held by the company in
equity securities and classified in the statement of financial position as at fair value through statement of
comprehensive income. The table below summarizes the impact of increases/decreases of the prices of
respective securities on company's equity and total other comprehensive income for the period. The
analysis is based on the assumption that the market price of the respective securities had increased by 5%
or decreased by 5%:
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Note to Financial Statements (All amount in BTN, unless otherwise stated)
Pasticikife Impact on total comprehensive income
30-Jun-18 30-Jun-17 30-Jun-16
Increase by 5% 160,804,909 154,841,229 120,100,545
Decrease by 5% (160,804,909) (154,841,229) (120,100,545)

(E) Foreign currency risk

NPPF has foreign currency exposure only in INR, however the value of Ngultrum is constantly equal to
Indian rupee (INR). Hence NPPF is not exposed to any foreign currency risk relating to
receivable/payable in INR on the date of reporting.

34. Capital management

NPPF's schemes were introduced as a mandatory retirement savings scheme for civil servants, employees
of public corporations and the Armed Forces. NPPF in entrusted with the responsibility of administering the
social security plan and fiduciary duty of managing funds in the form of portfolio investments, real estate
investments and member (retail) loans. To manage these objectives of NPPF, it takes following risk
management measures:

Statutory Liquidity Ratio

As provided by the Prudential Regulations, every non-banking financial institution shall, at all times,
maintain minimum liquidity in the form of quick assets at 10% of total liabilities excluding capital fund and
liabilities to the Royal Monetary Authority (RMA).

Limit on single largest and ten largest borrowers

As required by Royal Monetary Authority, NPPF shall not extend its credit to a single borrower exceeding
30% of total loan portfolio and to ten largest borrowers exceeding 30% of the fund size.

Restrictions on investment

NPPF has formed an investment policy by virtue of which it is explicitly restricted from making investments
not more than 15% with any one issuer.

Asset Allocation

NPPF has framed an asset allocation policy based on risk appetite of the fund and the available investment
opportunities. The assets will broadly be allocated according to the most appropriate mix as determined by
the Board of the NPPF from time to time. This allocation shall be subject to thorough review as and when
necessary. Keeping in view of the present market conditions, the overall asset allocation by asset class
aimed at 30:70 - equities vs. fixed income. NPPF invests the members' contribution as per the investment
policy approved by the Board.
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Note to Financial Statements

35. Other disclosure
a) Commitments

(All amount in BTN, unless otherwise stated)

Particulars 30-Jun-18 30-Jun-17
Capital expenditure for Real Estate development. 191,709,543 25,500,000
For acquisition of land for Home Ownership Scheme 1,240,000 1,240,000
Loan 111,800,000 -

b) Operating leases-as lessee

NPPF has taken property under cancellable operating leases expiring within two years. The leases have
varying terms, escalation clauses and renewal rights. On renewal, the terms of the leases are renegotiated.

Rental expense relating to operating leases

Particulars

30-Jun-18

30-Jun-17

Total rental expense relating to operating leases

230,600

219,600

c) Operating lease-as lessor

NPPF has given a portion of office building under cancellable operating leases expiring within five years.
The leases have varying terms, escalation clauses and renewal rights. On renewal, the terms of the

leases are renegotiated.

Rental Income relating to operating leases

Particulars

30-Jun-18

30-Jun-17

Total rental income relating to operating leases

4,460,304

4,825,604

36. Related party disclosure

NPPF was formed by Royal Government of Bhutan for administering the social security plans in Bhutan
by managing funds in the form of portfolio investments, real estate investments and retail loans.

Transactions with related parties

The following transactions occurred with related parties:

Nature of transaction with related party 30-Jun-18 30-Jun-17 30-Jun-16
Loans to related parties

Loans to key management personnel

Beginning of the year 15,662,666 | 14,379,268 | 35,192,241
Loans advanced 2,248,899 4,263,385 3,898,452
Loan repayment received 2,318,600 2,797,662 7,233,829
Interest charged 1,309,371 1,299,898 3,693,600
End of the year 16,902,336 | 17,144,889 | 35,450,463

Terms and conditions

Loan given to related party are on same terms and conditions that applied to other borrower. These loan
are secured and repaid as per the contractual repayment schedule.
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

Key Management Personnel

Key management personnel are those persons having authority and responsibility for planning, directing
and controlling the activities of the entity, directly or indirectly, including any director (whether executive or
otherwise) of that entity. As such Key management personnel of the company for the purpose of disclosure
of compensation include NPB's executive and non-executive directors and their close family members.

SI.No. | Particulars 30-Jun-18 30-Jun-17 30-Jun-16
a) Short- term employee benefits 5,615,042 3,685,799 4,125,335
b) Post- employment benefits (PEB) 514,084 503,584 551,799
c) Other long- term benefits (OLTB) 262,467 121,325 192,817

Total 6,391,593 4,210,709 4,869,951

37. First-time adoption of BFRS

Transition to BFRS
These are NPPF's first financial statements prepared in accordance with BFRS.

The accounting policies set out in Note 1, have been applied in preparing the financial statements from the
year ended 30 June 2018, the comparative information presented in these financial statements for the year
ended 30 June 2017 and in the preparation of an opening BFRS statement of financial position at 1 July
2016 (the date of transition). In preparing its opening BFRS statement of financial position, NPPF has
adjusted the amounts reported previously in financial statements prepared in accordance with the
Bhutanese Accounting Standards (BAS) Phase | and Phase |l and interpretations issued by AASBB to the
extent is applicable to the companies reporting under BAS. An explanation of how the transition from
previous GAAP to BFRS has affected the Company's financial position, financial performance and cash
flows is set out in the following tables and notes.

A. Exemptions and exceptions availed
Set below are the applicable BFRS optional exemptions and mandatory exceptions applied in the transition
from previous GAAP to BFRS.

A.1 BFRS optional exemptions

A.1.1 Property, plant and equipment
A first-time adopter that subsequently measures property, plant and equipment and intangible
assets at cost, may measure such property, plant and equipment and intangible assets at cost
(determined in accordance with BAS 16 and BAS 38 respectively) or fair value in its opening
BFRS statement of financial position. This exemption can also be availed for investment
property covered under BAS 40, if an entity elects to use the cost model per BAS 40.

Accordingly, NPPF has elected to measure all of its property, plant and equipment, intangible
assets and investment property as per BAS 16, BAS 38 and BAS 40 respectively, at cost.

A.1.2 Fair value measurement of financial assets or financial liabilities at initial
recognition
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

A first time adoptor that measures financial instruments at initial recognition, is required to
recognise the day 1 gain or loss at initial recognition of financial instrument. However BFRS
1 permits the first time adoptor to apply this requirement of BFRS 9 prospectively to
transactions entered into on or after the date of transition to BFRS.

Accordingly NPPF has elected to recognise the day one gain or loss on initial recognition of
financial instruments prospectively from the date of transition.

A.2 BFRS mandatory exceptions

A.2.1 Estimates
An entity's estimates in accordance with BFRS at the date of transition to BFRS shall be
consistent with estimates made for the same date in accordance with previous GAAP (after
adjustments to reflect any difference in accounting policies), unless there is objective
evidence that those estimates were in error.
BFRS estimates as at 1 July 2016 are consistent with the estimates as at the same date
made in conformity with previous GAAP.

A.2.2 Classification and measurement of financial assets
BFRS 1 requires an entity to assess classification and measurement of financial assets on
the basis of the fact and circumstances that exits at the date of transition to BFRS.

B. Reconciliation

Reconciliation of reserve as at 30 June 2016

Amount
Particulars Notes

(in Nu.)
Total equity as per previous GAAP 430,899,556
Adjustments
Investment in term deposits recognised as per EIR 1 (8,527,323)
Interest on loans recognised as per EIR 2 (4,936,951)
Amortisation of employee cost 2 6,499,684
Reversal of dimunition in equity shares recognised in previous gaap 3 17,162,360
Fair valuation of equity shares 3 569,648,177
Employee benefit recognised as per actuarial report E (5,552,345)
Transfer of unclaimed contribution & monies to trade and other payables 5 (50,790,754)
Total Adjustments 523,502,848
Balance of reserve as on 30 June 2016 under BFRS 954,402,404
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(All amount in BTN, unless otherwise stated)

Reconciliation continued
Reconciliation of reserve as at 30 June 2017
Particulars Notes Aot

(in Nu.)
Total equity as per previous GAAP 456,288,232
Adjustments
Investment in term deposits recognised as per EIR 1 (3,250,044)
Interest on loans recognised as per EIR 2 (3,356,497)
Amortisation of employee cost 2 5,604,728
Reversal of dimunition in equity shares recognised in previous gaap 3 13,254,480
Fair valuation of equity shares 3 1,264,461,854
Employee benefit recognised as per actuarial report 4 (5,757,482)
Transfer of unclaimed contribution & monies to trade and other payables 5 (50,746,349)
Total Adjustments 1,220,210,690
Balance of reserve as on 30 June 2017 under BFRS 1,676,498,922

Reconciliation of total comprehensive income for the year ended 30 June 2017

. Amount
Particulars Notes (in Nu)
Total comprehensive income as per previous GAAP 1,997,820,957
Adjustments
Investment in term deposits recognised as per EIR 1 5,277,279
Investment in loans recognised as per EIR 2 1,580,454
Amortisation of employee cost 2 (894,956)
Reversal of dimunition in equity shares recognised in previous gaap 3 (3,907,880)
Fair valuation of equity shares 3 694,813,677
Employee benefit recognised as per actuarial report 4 (87,799)
Total adjustments 696,780,776
Balance of total comprehensive income 2017 under BFRS 2,694,601,733

C: Notes to first-time adoption:
Note 1: Investments

Under the previous GAAP, interest accrued (where interest is only paid at the maturity period) and
investments on fixed deposits are recorded at their transaction value. Under BFRS 9, all financial assets
are required to be recognised at fair value at initial recognition. Accordingly, the Company has fair valued
these investment under BFRS at initial recognition. Difference between the fair value and transaction value
of the investments has been recognised under reserve. Subsequently interest is recognised as per effective
interest rate in statement of comprehensive income.

Note 2: Loans

Under the previous GAAP, all loans are recorded at their transaction value. Under BFRS 9, all financial
assets are required to be recognised at fair value at initial recognition. Accordingly, the Company has fair
valued the staff loans and student loans under BFRS at initial recognition. Difference between the fair value
and transaction value of the investments has been recognised under unamortised employee cost and
reserve respectively. Subsequently interest is recognised as per effective interest rate in statement of
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Note to Financial Statements (All amount in BTN, unless otherwise stated)

comprehensive income. Employee cost has been amortised over the tenure of the loan and charged to
statement of comprehensive income.

Note 3: Investment in equity shares
The company also holds investment in equity shares of entities other than subsidiaries, associate and joint
venture. Under previous GAAP such investments were measured at cost.

Under BFRS, these investments has been measured at fair value. The company has categorised these
investments as fair value through statement of comprehensive income (FVTPL) and any changes in fair
value of those investment has been recognised in the statement of comprehensive income.

Note 4: Employee benefit obligation

Under GAAP, NPPF had recognised employee benefit obligations as per the management estimates.
However under BFRS employee benefit obligations have been accounted for as per the requirement of
BAS 19 and the actuarial valuation report.

Note 5: Unclaimed monies

An essential characteristic of a liability is that the entity has a present obligation. Hence the unclaimed
contribution/refund is recognised as liability since NPPF is not relieved from the obligation of settling the
unclaimed contribution/refund.

Note 6: Reserve
Reserve as at 1 July 2016 has been adjusted consequent to the above BFRS transition adjustments.
Note 7: Statement of cash flows

The transition from Local GAAP to BFRS has no material impact on the statement of cash flows.
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