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ROYAL AUDIT AUTHORITY RAA

Bhutan Integrity House

AUDITOR GENERAL’S REPORT ON THE ANNUAL FINANCIAL STATEMENTS OF THE ROYAL
GOVERNMENT OF BHUTAN FOR THE FINANCIAL YEAR ENDED 30 JUNE 2019

Opinion

The Royal Audit Authority (RAA) has audited the accompanying Annual Financial Statements
of the Royal Government of Bhutan (RGoB) for the financial year ended 30 June 2019 and
summary of explanatory information, which comprise:

i. Consolidated Receipts & Payments Statement and Schedules forming part of it;

ii. ~ Summary of Original and Revised Budget Estimates and Variations with Actual
Outcome;

iii.  Government Consolidated Account Reconciliation Statement;

iv.  Statement of Outstanding Loans;

v.  Statement of Equity Portfolio of the Government;

vi.  Statement of the Operations of Refundable Deposits Account, Revolving & Trust
Funds; and

vii. Summary Statement of Arrears of Revenue.

The audit was conducted by the RAA as required under the Audit Act of Bhutan 2018, the
Public Finance Act of Bhutan 2007 & Public Finance (Amendment) Act 2012, and the
Financial Rules and Regulations 2016.

In RAA’s opinion, the aforementioned Financial Statements together with Schedules attached
thereto, including the Notes to Accounts, have been prepared, in all material respect in
accordance with the Financial Rules and Regulations 2016.

Basis of Opinion

The RAA conducted its audit in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). 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 Ministry of Finance, in accordance with the ethical requirements that
are relevant to our audit of the financial statements in Bhutan, and we have fulfilled our other
responsibilities in accordance with these requirements. We believe that the audit evidences we
have obtained are sufficient and appropriate to provide a basis for our opinion.

Other Matter

As per the information made available by the DPA, there are 638 Letter of Credit (LC)
Accounts and Project Letter of Credit (PLC) Accounts during the period under review. Of the
total, the RAA had audited for 52% of the total accounts (207 LC Accounts and 122 PLC
Accounts) as on 13/02/2020 for the Financial Year ended 30 June 2019. For the remaining
Accounts, the RAA had verified the year-end accounts generated from the PEMS and relied on
the controls instituted by the DPA.

“Every individual must strive to be principled. And individuals in positions of responsibility must even strive harder.”
-His Majesty The King Jigme Khesar Namgyel Wangchuck
P.O. Box: 191, Kawangjangsa, Thimphu: Bhutan, Tel: 3221111/328729/328730/324961, Fax: 323491
Website: www.bhutanaudit.gov.bt email: infola bhutanaudit.gov.br and thkezang@bhutanaudit.goy.bt

| OGYjplax!a,

Reporting on Economy, Efficiency & Effectiveness in the use of Public Resources W

YOl wil Gt
3



Responsibility of the Ministry of Finance for the Financial Statements

The Ministry of Finance (MoF) is responsible for preparation of these financial statements in
accordance with the Public Finance Act 2007 and Public Finance (Amendment) Act 2012 and
Financial Rules & Regulations 2016 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.

Those charged with governance are responsible for overseeing the Government’s financial
reporting process.

RAA’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the Annual Financial
Statements as a whole are free from material misstatements, whether due to fraud or error, and
to issue auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted
in accordance with International Standard on Supreme Audit Institutions (ISSAls) will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individual or in aggregate, they could reasonably be expected to
influence the decisions of users taken on the basis of these consolidated financial statements.

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

e 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 omission, misrepresentations, or the override of internal control.

e 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 DPA’s internal control.

We communicate with the management, among others, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control
that we identify during the audit.
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DEPARTMENT OF PUBLIC ACCOUNTS
MINISTRY OF FINANCE

6" February 2020

STATEMENT OF RESPONSIBILITY

The Annual Financial Statement (AFS) of the Royal Government of Bhutan (RGoB) for the
Fiscal Year 2018-19 have been prepared by the Department of Public Accounts (DPA), Ministry
of Finance (MoF) in accordance with the provisions of the Public Finance Act of Bhutan, 2007,

Public Finance (Amendment) Act, 2012 and the Financial Rules and Regulations 2016.

The financial statements are prepared based on the monthly accounts of the budgetary bodies
recorded in the Public Expenditure Management System (PEMS) and information received from
other relevant agencies and organizations. The AFS presents the financial position of the RGoB
as at 30" June, 2019.

We accept the responsibility for the reliability and completeness of the financial statements.

€ A%

(Tshering Doriji)
Director

Department of Public Accounts

THIMPHU:BHUTAN, Post Box No. 270, Phone: PABX 322604 / 322641 / 322951, Fax: 334994




CONSOLIDATED RECEIPTS AND PAYMENTS STATEMENT
FOR THE YEAR ENDED 30 JUNE 2019

(Nu. in million)

Receipts 2018-19 2017-18 Payments 2018-19 2017-18
Opening Balance (39.776) 607.749 | Expenditure 44,054.133 | 56,331.358
i) Cash 72.992 67.009 | i) Current 27,768.663 | 27,494.710
ii) Bank (112.768) 540.740 | ii) Capital 16,285.470 | 28,836.647
Internal Revenue 34,707.670 | 36,871.372 | Repayment of Loans 2,342.084 | 2,820.355
i) Tax Revenue 27,171.147 | 27,107.897 | i) Internal 10.614 9.874
ii) Non Tax Revenue 7,536.523 | 9,763.475 | ii) External 2,331.470 2,810.482
External Grants 10,516.481 | 14,847.070 | Lendings 197.593 49.379
i) Cash 10,324.292 | 14,578.997 | i) To individuals - -
o/w Program Grant (Gol) 850.000 | 1,700.000 | ii) To Corporations 197.593 49.379
ii) Kind 192.189 268.073
Borrowings 3,432.572 | 2,718.332 | Other payments 12,397.272 | 11,852.881
ii) External 3,432.572 | 2,718.332
Increase in

o/w Program Borrowing 2,080.391| 1,955.125|Advances/Suspense 12,871.466| 14,977.836
i) Internal - -
Recovery of Loans 1,516.061 | 2,127.258 | Closing Balance (374.252) (39.776)
Other Receipts 9,206.417 | 12,247.607 | i) Cash 87.311 72.992
Decrease in :
advances/Suspense 12,148.871| 16,572.643| ii) Bank (461.563) (112.768)

TOTAL RECEIPTS| 71,488.295 | 85,992.032 TOTAL PAYMENTS | 71,488.295 | 85,992.032

Note: To smoothen cash flow fluctuction and finance resoruce gap, series of T-Bills with maturities ranging from
30 to 180 days were issued and redeemed. T-Bills outstanding at the close of the FY is Nu.4,176.827 million
which is carried forward as domestic debt stock.

The external borrowing includes the amount transferred from the FC account to the BFA only and it does not
include the balance in the FC account amounting to Nu. 218.194 million received from the creditors.

Department of

Ministry of Finance
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SUMMARY OF VARIANCE BETWEEN BUDGET ESTIMATES AND ACTUAL OUTCOMES
FOR FY 2018-19

Nu. in million % Variance
Original Revised Actual Original | Revised | Original |
Particulars Budget Budget Qutcomes Vs Vs Vs
TOTAL RESOURCES 39,893.853 43,634.711 42,033.296 | 9.40% -3.70% 5.40%
DOMESTIC REVENUE 33,943.967 34,321.818 34,707.670 | 1.10% 1.10% 2.20%
Tax 25,037.460 26,542.925 27,171.147 | 6.00% 2.40% 8.50%
Non-Tax 8,906.507 7,778.893 7,536.523 | -12.70% -3.10% | -15.40%
OTHER RECEIPTS 20.000 40.990 (3,190.855) - | -7884.50% -
GRANTS 5,929.886 9,271.903 10,516.481 | 577.30% | 18.60% |624.50%
Programme grants 150.000 950.000 989.520 | 533.30% | 4.20% |559.70%
Gol 800.000 850.000
Others 150.000 150.000 139.520 | 0.00% 0.00% 0.00%
Project-tied grants 5,779.886 8,321.903 9,526.961 | 44.00% 14.50% | 64.80%
Gol 3,024.114 3,833.162 5,634.765 | 26.80% 47.00% 86.30%
Others 2,755.772 4,488.741 3,892.196 | 62.90% | -13.30% | 41.20%
TOTAL EXPENDITURE 45,128.177 49,527.566 44,054.133 | 9.70% -11.10% | -2.40%
Current 29,075.167 29,171.975 27,768.663 | 0.30% -4.80% -4.50%
Capital 16,053.010 20,355.591 16,285.470 | 26.80% | -20.00% 1.40%
Advance/Suspense (Net) 722.593 - - =
OVERALL BALANCE (5,234.324) (5,892.855) (2,743.430)| 12.60% | -53.40% |[-47.60%
FINANCING 5,234.324 5,892.855 2,743.430 | 12.60% | -53.40% |-47.60%
Net Lending 1,433.162 1,389.678 1,318.468 | -3.00% -5.10% -8.00%
i. Principle recoveries 1,528.190 1,601.118 1,516.061 | 4.80% -5.30% -0.80%
Less: Lending 95.028 211.440 197.593 [122.50% | -6.50% |107.90%
Net External Borrowings 961.245 975.689 1,101.101 | 1.50% 12.90% | 14.50%
Borrowings 3,425.554 3,450.613 3,432.571 | 0.70% -0.50% 0.20%
a) Project-tied 1,281.689 1,721.617 1,352.180 | 34.30% | -21.50% 5.50%
b) Program 2,143.865 1,728.996 2,080.391 | 0.00% 20.30% 0.00%
Less: Repayments 2,464.309 2,474.924 2,331.470 | 0.40% -5.80% -5.40%
Net Internal borrowings
Surplus/Deficit 2,839.917 3,527.488 323.861 | 24.20% | -90.80% |-88.60%
i. Internal borrowings 2,850.532 3,538.103 334.475 | 24.10% -90.50% |-88.30%
Less: Repayments 10.615 10.615 10.614 | 0.00% 0.00% 0.00%
(Deputy Auditor General)
Department of Public Accounts Royal Audit Authority
Ministry of Finance "
x:"i.";?{;‘."gg' Dep : r ~i
Degartment of Pulylin ( LTIt ‘
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RECONCILIATION OF GOVERNMENT CONSOLIDATED ACCOUNT
FOR THE FY 2018 19
SLNo. | = _ Particulars = Nu. in million
1 Opemng balance as on July 1, 2018 (112.209)
2 |Receipts during the year 104,861.831
i  |Budget Fund Account (DPA) 67,774.348
ii  |[Government Revenue Account (BoBL) 35,327.451
iii  |Non-Revenue Account (BoBL) 1,760.032
3 Payments during the year (105,211.185)
i Budget Fund Account (DPA) 54,837.400
ii  |LC Withdrawals (BoBL) 49,754.004
iii  |Revenue Refunds (BoBL) 619.781
4 |Closing Balance as on 30 June 2019 (DPA) (461.563)
5 |RECONCILIATION:
Closing Balance as on 30 June 2019 (BoBL) (461.472)
i|Add: Fund-in-Transit (Cr.) as on 30/06/2019: BoBL -
ii| Less: Fund-in-Transit (Dr.) as on 30/06/2019: BoBL. -
6 |Closing Balance as on 30 June 2019 (BoBL) (461.472)
Add:
a)|Credits (Deposits) as per DPA but not in BoBL -
b)|Credits (Payments) as per DPA but not in DPA -
Less:
a)|Credit (Deposits) as per BoBL but not in DPA (0.091)
b){Credits (Payments) as per DPA but not in BoBL -
7 Closing Bank Balance as on 30 June 2019 (DPA) (461.563)

Source: DPA, DRC and BOBL

Department of Public Accounts
Ministry of Finance
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RECONCILIATION OF GOVERNMENT BUDGET FUND ACCOUNT FOR THE FY 2018-

19

SLNo. ion  REMARKS

1 Closing Balance as per Bank Statement as of 30.06.2019 12,937.039

0.091 [Annex -1
2 Less: Credits as per BoB but not in Cash Book
3 Closing Balance as per Cash Book as of 30.06.2019 12,936.948
Annexure 1: CREDITS AS PER BANK BUT NOT IN CASH BOOK

SLNo. | PARTICULARS ' _|Nu. In million[REMARKS

Deposits of FY 2017-18 credited by BOB in FY 2018-19

i

Other Project Grants Commercial Agriculture & Resilience

Livelihood Enhancement Programme. 0.091

Source:DPA and BOBL

-
(Diregtor) (Deputy Auditor General)
Department of Public Accounts Royal Audit Authority

Ministry of Finance




STATEMENT OF REVENUE COLLECTION FOR FISCAL YEAR 2018-19

SLno. |Source of Revenue GROSS REFUND NET
Revenue 35,283.524 575.853 34,707.670
A Taxes 27,575.382 404.234 27,171.147
1 Taxes on Income, Profits and Capital Gains 12,387.491 298.582 12,088.909
1.1 Corporate Income Tax 9,261.054 143.649 9,117.405
1.2 Business Income Tax 1,438.886 16.393 1,422,493
1.3 Personal Income Tax 1,687.551 138.539 1,549.011
2 Taxes on Property 33.480 0.027 33.454
21 Recurrent Taxes on immovable property (Dzongkhag
’ Municipality) 7.231 0.005 7.226
22 Taxes on Capital Transactions 26.249 0.022 26.227
3 Taxes on Goods and Services 9,682,881 78.888 9,603.993
3.1 Sales Tax 4,817.759 78.575 4,739.184
32 Excise 3,405.843 0.040 3,405.802
33 Green Tax 1,025.723 0.207 1,025.515
34 Taxes on use of goods and on permission to use goods i
) or perform activities 433.557 0.066 433.491
4 Taxes on International Trade and Transactions 702.284 24.175 678.108
4.1 Customs and Other Import Duties 702.284 24.175 678.108
5 Other Taxes 4,769.245 2.562 4,766.683
5.1 Passenger Service Charge 154.229 - 154.229
5.2 Duties 22.027 - 22.027
53 Royalty 4,592.989 2.562 4,590.427
B Other Revenue 6,482.950 161.099 6,321.851
1 Property Income 6,247.949 0.006 6,247.944
1.1 Interest receipt from corporations 1,242.465 - 1,242.465
12 Dividend 3,405.356 - 3,405.356
1.3 Withdrawals from income of quasi-corporations 1,550.243 - 1,550.243
14 Miscelleneous Rent 49.886 0.006 49.880
2 Social Contributions 235.000 161.094 73.907
2.1 Health Contribution 235.000 161.094 73.907
22 Fines & penalties - - -
C Current Revenue from Government Agencies 1,197.990 8.233 1,189.757
1 Administrative Fees & Charges 822.169 6.362 815.807
1.1 Economic Services 359.521 0.896 358.625
1.2 Social Services 51.002 0.588 50.414
13 General Services 411.646 4.878 406.768
2 Sale of Goods and Commodities 375.821 1.871 373.950
2.1 Economic Services 57.161 - 57.161
22 General Services 1215 - 1.215
23 Miscellaneous and Unidentified Revenue 317.445 1.871 315.574
D Capital Revenue from Government Agencies 27.203 2.287 24.916
1 Capital Receipts 27.203 2.287 24.916
1.1 Economic Services 27.203 2.287 24.916

(Dir T)
Department of Public Accounts
Ministry of Finance
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STATEMENT OF ARREARS FOR FY 2018-19

Deposit
SL.No. Source of Revenue Opening| Collection| during the| Balance| Remarks
year
1 2 3 4 5 6 7
Revenue - 0.029( 35,283.524| 35,283.524 0.478

A [Taxes 0.000| 27,575.382( 27,575.382 0.420

1 Taxes on Income, Profits and Capital Gains 0.000] 12,387.491( 12,387.491 0.000

2 [Taxes on Property 0.000 33.480 33.480 0.000

3 Taxes on Goods and Services 0.000{ 9,682.881| 9,682.881 0.420

4 Taxes on International Trade and Transactions 0.000 702.284 702.284 0.000

5 |Other Taxes 0.000( 4,769.245| 4,769.245 0.000

B  |Other Revenue 0.000| 6,482.950( 6,482.950 0.000

1 Property Income 0.000| 6,247.949| 6,247.949 0.000

2 Social Contributions 0.000] 235.000] 235.000 0.000

C Current Revenue from Government Agencies 0.029 1,197.990| 1,197.990 0.058

1 Administrative Fees & Charges 0.029 822.169 822.169 0.057

2 Sale of Goods and Commodities 0.000] 375.821 375.821 0.001

D |Capital Revenue from Government Agencies 0.000 27.203 27.203 0.000

1 Capital Receipts 0.000 27.203 27.203 0.000
Footnote:
i.)Short deposit of Nu.28,517/- for FY 2016-17 still not deposited due to mismatch of User ID under Samdrup
JongkharRRCO
it.)Nu. 4,20,315.623/- collected in the DRC system but not deposited in the bank under Samdrup Jongkhar RRCO
iii.)An amount Nu. 28,542/~ was collected under the revenue head "Fines and Penalties"” where the agency has to
give reward incentive to the informer. The agency has Jorgtten to tranfered the reward and paid Nu 1025 reward
v.)Nu. 500 was collected by Gelephu region, the agency has prepared the deposit challan (DC701880618177) but
till now it is not reconcilled as the taxpayer is registered at RRCO SJ. About Nu. 24 was not able cancelled 'from the

Source: DRC, MoF

(Direct (Deputy Auditor General)

Department of Public Accounts Royal Audit Authority
Ministry of Finance




STATEMENT OF GOVERNMENT CURRENT DEPOSIT ACCOUNTS (REFUNDABLE DEPOSIT, REVOLVING FUND

AND TRUST FUND and OTHERS) FOR THE FY 2018-19

SLNo.|  OperatingAgency e 0 | Balance
1 Trust Fund, Revolving Fund and Refundable Total 19,004.683 18,727.499 6,992.834
2 |Gewog Total 23.885 12.433 11.617 24.701
3 Judiciary Total 120.181 81.903 76.136 125.948
4 Municipal Total 699.841 1,829.100 1,867.033 661.908
5 |Others Total 2,942,198 334,823.554 336,165.541 1,564.651
6 |Autonomous School Total 23910 193.287 196.804 20.393
7 |Central School Total 80.840 283.308 319.134 45.014
8 |Endowment Fund Total 28.669 41.060 0.840 68.888

Grand Total 10,635.175 356,269.325 357,364.605 9,504.336
e -
(Director) (Deputy Auditor General)
Department of Public Accounts Royal Audit Authority
Ministry of Finance Deputy Auditar Genzral
Liractar =epgitment of Periormance

C TETS
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Royal Audit Aut
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STATEMENT OF OTHER RECEIPTS AND PAYMENTS FOR THE FY 2018-19

(Nu. in millions)
SI. No: PARTICULARS RECEIPTS| PAYMENTS NET

A BUDGET FUND ACCOUNT 1,811.078 0.002 | 1,811.076
i| Bank Charges 0.002 (0.002)

ii| Prior year expenses 91.023 91.023

iii| Prior year advances 37.549 37.549

iv| Closing cash balances 68.680 68.680

v| Refundable External Grants 0.528 0.528

vi| Others * 87.777 87.777

vii| Others (LC/PLC) ** 22.604 22.604
viii| Internal Funds*** 41.510 41.510
ix| Recoupments from Refundable Deposits 1,461.407 1,461.407

B |[NON-REVENUE ACCOUNT 1,760.032 - 1,760.032
i| Deposits as per BOBL (daily GCA) 1,760.032 1,760.032
C |AGENCIES ACCOUNTS 5,617.817 8,607.032 | (2,989.214)
i| Revenue Receipts & Remittances 1,059.823 1,059.822 0.001
ii| Others Recoveries & Remittances 4,053.842 4,062.868 (9.026)
iii| Miscellenous Receipts & Payments 504.153 3,484.342 | (2,980.189)

D |OTHER ADJUSTMENTS 17.489 - 17.489
i| Uncashed Cheques of the FY 17.489 17.489
E Redemption of T-Bill 3,790.238 | (3,790.238)
TOTAL 9,206.417 | 12,397.272 | (3,190.855)

Source: Department of Public Accounts, Budgetary Bodies & Bank of Bhutan

(Dire (Deputy Auditor General)
Department of Public Accounts Royal Audit Authority
Ministry of Finance
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