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DISCLAIMER NOTE

The audit was conducted in accordance with the International Standards of Supreme Audit
Institutions (ISSAIs). The audit was based on the audit objectives and criteria determined in the
audit plan and programme prepared by the Royal Audit Authority and the findings are based on the
information and documents made available by the RMA, BDBL, REDCL, RENEW and BAOWE.

This is also to certify that the auditors during the audit had neither yielded to pressure, nor dispensed
any favour or resorted to any unethical means that would be considered as violation of the Royal
Audit Authority’s Oath of Good Conduct, Ethics and Secrecy.
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ROYAL MONETARY AUTHORITY OF BHUTAN

RMA/DFRS/33/2019-2020/ ; | 4 21% October 2019
The Auditor General

Royal Audit Authority

Thimphu

Dear Dasho,

Subject: Performance Audit draft report on Microfinance

This has reference to letter no. RAA//PSAD/2019-2020/2262 dated 12" September
2019 pertaining to above cited subject. To this end, we would like to thank RAA for
coming up with the comprehensive report on the microfinance institutions in Bhutan
and also acknowledge the observations and recommendations highlighted in the
report for the overall development of the MFI sector. Please find below few
comments on the draft report:

1. Section 2.3.1 (5), NDMFI Regulations 2016 to be replaced with Regulations
on Microloan Institutions in Bhutan 2014.

2. Section 2.3.2.2, BDBL is licensed as a bank although it has a mandats to
serve rural and agriculture sector.

3. Bhutan Care Credit Limited (BCCL) is a public incorporated company
governed under the Royal Charter of Kidu Foundation. Therefore, it does not
come under the Non Government Organization.

Yotirs Sincerely,

(Phajo Dorjee)
Officiating Governor

POST BOX:154,CHHOPHEL LAM, KAWAJANGSA, THIMPHU BHUTAN
. TEL# :( +975-2-323110, 323111, 323112, 321699) FAX :( +975-2-322847)
SWIFT:RMABBTBT
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il ¢ Bhutan Development Bank Limited
’.:;,,;zg,ﬁv “Your Development Partner”
BoB/CD/A8R019 G T ' 23" October, 2019
The Auditor General of Bhutan,
Royal Audit Authority,
Thimphu. ‘
Al o : g

" Sub: Performance Audit Report on Microﬁnahcing
Sir,

We would like to bring to Dasho’s kind notice that the captioned report supposedly sent to us could not
be traced in the Bank. With the help of one Audit Officer we managed to get a copy just yesterday.

We have gone through the report and have not observed any significant inaccuracies or
misrepresentation as far as the content of the report with BDB is concerned. In fact we are glad that the
RAA has discovered certain deficiencies, shortcomings, lapses, weaknesses in the system, lack of policy
and focus on poverty alleviation, weak monitoring and administration of projects, high non-performing
loans leading to high litigation cases and property takeover impacting the socio-economic prospects of
borrowers. The RAA recognized the bank’s sustainability issue arising out of handling microfinance
that is posed by challenges of high operational, rugged terrain, low population density and scattered
nature of settlement, poor market linkage, etc. |

The practical recommendations outlined in the report would certainly go a long way in enhancing credit
delivery to realize the noble objectives of undertaking microfinancing program in the country.

We look forward to receiving similar report and directives from the RAA in other areas of operation as
well in the years to come.,

Thanking you, /
r

( Ugy‘en Dhe
Offtg. Chief Executive Officer

& 5
1. Chief Executive Officer, BDB, Thimphu for kind information
2. Dy.Chief Executive Officer (O), BDB, Thimphu for kind information
3. Department Heads, BDB, Thimphu

Yol +575-2.32257 %3234 25/324687/33065 Fax: +975-2-243425/335081
E-malt: infodbbi bt website: www babi bt
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RURAL ENTERPRISE DEVELOPMENT CORPORATION LTD. { e
THIMPHU: BHUTAN B T
REDCL
REDCL/CEO/2019/ T2 18 October 2019

Auditor General of Bhutan

Royal Audit Authority

Thimphu.

Subject: Performance Audit Draft Report on MFI
Hon’ble Dasho,

With reference to Dasho’s letter no. RAA/PSAD/2019-2020/2262 dated 12t September, 2019, we would
like to report that there are no further factual confirmation and comments from our end.

We would therefore, like to request Dasho to consider the draft report as final.

We would also like to take this opportunity to kindly thank the Royal Audit Authority for some impoftant
recommendations provided to us, which we shall strive hard to abide by.

Yours sincerely,

(Péma Wangdi)
Chief Executive Officer

Address: 2™ Floor, Building Plot A1, near Chubachu Main Traffic, Post Box no. 1512, Thimphu: Bhutan.
Phone no. +975 2 339240/41 Website: www.redcl.gov.bt

—_——— e S e Y



RENEW Microfinance Private Ltd.
Phendey Oudpel Lam

Phendey Gyatshel, Lower Motithang

P.O. Box 1404

Thimphu, Bhutan

W& cars for your future

The Hon’ble Auditor General of Bhutan
Dasho Tshering Kezang

RAA

Thimphu, Bhutan

25" of October 2019

Sub: Feedback to Performance Audit Report on Microfinance September 2019

Hon’ble Dasho,
I was asked to send you a feedback to your above mentioned Audit Report.

In total the Audit Report is positive for RENEW Microfinance and it shows how difficult and cost-
intensive it is, to provide Microfinance-Services in Bhutan.

Please allow me to mention some mistakes, I found in the report.
On Page 16/17 the services and figures are not correct. (Much too less!)
We don’t provide insurance services yet.
Our services are:
1. Financial Literacy (!)
2. Savings

3. Loans

We are operating in 83 Gewogs (not 66) as per End of 2018.

- Page 2 -

RENEW Microfinance. Box 1404, Thimphu, Bhutan, PABX: +975 (2) 330408/ 330409
Email: thimphu@ renewmicrofinance.bt Website: www.renewmicrofinance.bt




RENEW Microfinance Private Ltd.
Phendey Oudpel Lam

Phendey Gyatshel, Lower Motithang

P.O. Box 1404

Thimphu, Bhutan

- Page 2 -

Here the correct Loan-figures as per 31 of December 2018:

SL.No. | Location No. of Amount (Nu. In
Porfolios millions)

1 Samtse 456 20.007
2 Trashigang 384 14.515
3 Punakha 358 9.365
4 Dagana 275 10.127
5 Tsirang 240 9.418
6 Bumthang 209 10.982
1/ Wangdue 170 5.149
8 | Trongsa 139 4,971
9 Thimphu 152 7.879

Total 2383 92.414

I highlighted Thimphu, because it was not mentioned in your report.

Please find attached an overview about our loans as per 31* of December 2018.

Yours Sincerely,

(7 o~
~
iemd Baehr i

(CEO)

Renew
Microfinance
Private Limited

RENEW Microfinance. Box 1404, Thimphu, Bhutan, PABX: +975 (2) 330408/ 330409

Email: Ihimnhu@r.enmmmmﬁnammWebsite www.renewmicrofinance.bt
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MANAGEMENT ACTION PLAN REPORT

Responsibility Entrusted to:

Audit . Estimated Estimated
. Action Taken or . ]
Recommendation Implementation Completion
in brief Tobe Taken Date Date
Name &
. . EID no.
Designation

RMA should provide
comprehensive policy
direction for
microfinance
development

REDCL and BDBL
need to develop
strategies for
sustainability

REDCL needs to
align loan approval
with cropping patterns

REDCL and BDBL
need to institute
robust monitoring of
loan projects

REDCL need to
review the current
MoU between BDBL
and REDCL

BDBL need to update
the interest rates



ACCOUNTABILITY STATEMENT

Personal Supervisory
Accountability Accountability
No. Recommendations
Name EID Name EID
&Desig. No. &Desig. No.
1 RMA should provide comprehensive

policy direction for microfinance
development

2 REDCL and BDBL need to develop
strategies for sustainability

3 REDCL needs to align loan approval with
cropping patterns

4 REDCL and BDBL need to institute
robust monitoring of loan projects

5 REDCL need to review the current MoU

between BDBL and REDCL
6 BDBL need to update the interest rates



AppeEnding:

Appendices [-VII (find CD enclosed)
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