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AUDITOR GENERAL'S REPORT ON THE ANNUAL FINANCIAL
STATEMENTS OF THE ROYAL GOVERNMENT OF BHUTAN FOR THE
FINANCIAL YEAR ENDED 30t JUNE 2022

Opinion

The Royal Audit Authority (RAA) audited the accompanying Annual Financial
Statements of the Royal Government of Bhutan (RGoB) for the financial year ended
30th June 2022 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 and 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
respects, in accordance with the Financial Rules and Regulations 2016.

Basis for Opinion

The RAA conducted its audit in accordance with International Standards of Supreme
Audit Institutions (ISSAls). 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, and we have
fulfilled our responsibilities in accordance with the requirements outlined in RAA’s
Oath of Good Conduct, Ethics and Secrecy of Auditors. We believe that the audit
evidence obtained is sufficient and appropriate to provide a basis for our opinion.

1 The AAR 2021-2022 had included only the Consolidated Receipts & Payments Statement. To refer serial no. ii to vii of
the schedules and information, please refer the Auditor General’s Report on Annual Financial Statements of the Royal
Government of Bhutan for the Financial Year ended 30® June 2022.




Emphasis of Matter
We draw attention to the following:

V' The fiscal deficit of the government has constantly increased over the past years from
Nu. 3,385.374 million in FY 2019-20 and Nu. 11,139 million in FY 2020-21 to Nu.
14,572.038 million in the FY 2021-22, which could be attributed to limited revenue
growth and increased public spending.

V' The government subsidies have been increasing over the years. The current proposal
for subsidies and releases lacked proper scrutiny and policy in place on the
admissibility and limit on subsidy with prescribed time frame including the
monitoring, evaluation and reporting framework.

V' There is a lack of clear structure on the types of Government CD accounts which
requires the DPA’s authorisation and reporting to Department of Public Accounts.

V' The utilisation of monthly and quarterly capital expenditure for three consecutive
financial years of 2019-20 to 2021-22 revealed a rush of capital expenditure towards
the last quarter of the financial year, representing 54.95% compared to previous
quarters which represents only 8.99%, 17.00% and 19.05% for first, second and
third quarters respectively.

Our opinion is not modified in respect of this matter.

Other Matter

As per the information made available by the Ministry of Finance, there are 643 Letter
of Credit (LC) and Project Letter of Credit (PLC) Accounts during the period under
review. Of the total, the RAA audited 54.59% of the total accounts (274 LC Accounts
and 77 PLC Accounts) for the Financial Year ended 30th June 2022. For the remaining
Accounts, the RAA verified the year-end accounts generated from the ePEMS and
relied on the controls instituted by the MoF.

Responsibility of the Ministry of Finance for the Financial Statements

The Ministry of Finance (MoF) is responsible for preparation of the financial
statements in accordance with the Financial Rules and Regulations 2016 and for such
internal control as MoF 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 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 ISSAIs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated
financial statements. As part of an audit in accordance with ISSAls, we exercise
professional judgement and maintain professional skepticism throughout the audit.

We also:

e
I\

p



o 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 MoF’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

Tashi)
Auditor General of Bhutan

“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: +975-2-322111
Website: www.bhutanaudit.gov.bt | Email: info@bhutanaudit.gov.bt



http://www.bhutanaudit.gov.bt/
mailto:info@bhutanaudit.gov.bt

CONSOLIDATED RECEIPTS AND PAYMENTS STATEMENT FOR THE YEAR

ENDED 30TH JUNE 2022
. Amount (Nu. Amount (Nu.
Receipts in Million) Payments in Million)

Opening Balance 665.023 | Expenditure 69,156.613
i) Cash 87.358 | i) Current 34,444.717
Regular 34,430.051
DGRK 14.666
ii) Bank 577.665 | ii) Capital 34,711.896
Regular 34,708.889
DGRK 3.007
Internal Revenue 39,043.073 | Repayment of Loans 5,447.246
i) Tax Revenue 25,843.052 | i) Internal 13.170
ii) Non-tax Revenue 13,200.021 | ii) External 5,434.076
External Grants 13,583.509 | Lending 259.402
i) Cash 13,397.422 | i) To individuals 0.00
o/w Program Grant (Gol) 850.000 | ii) To Corporations 259.402
ii) Kind 186.087 0.00
Borrowings 18,025.039 | Other Payments 11,909.582

i) External 9,520.80

. Increase in

o/w Program Borrowing 8,218.26 | Advances/Suspense 23,062.299
ii) Internal 8,504.237 0.00
Recovery of Loans 3,937.019 | Closing Balance 1,888.479
Other Receipts 13,637.617 | i) Cash 369.501
Decrease in advances/Suspense 22,832.341 | ii) Bank 1,518.978
TOTAL RECEIPTS 111,723.621 | TOTAL PAYMENTS 111,723.621

stock.

Note: To smoothen cash flow fluctuation and finance resource gap, series of T-Bills with maturities
ranging from 15 to 150 days were issued and redeemed. T-Bills outstanding at the close of the FY is
Nu.15,500.000 million (P- 15,488.523m & D - 11.477m) which is carried forward as domestic debt

"The external borrowing/Grants 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. 259.088 million
(3,749,526.360*78.70)/ Nu. 48.361 million (621,209.32* 77.850) received from the
creditors/development partners."

Wk
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Dy. Auditor General
Dept. of Sectorial Audit

Department of Treasury & Accounts

Ministry of Finance Royal Audit Authority

Thimphu
(Director)
Department of Public Accounts
Ministry of Finance

(Deputy Auditor General)
Royal Audit Authority
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\\ Menuka Chhetri & ASSOCIATES

INDEPENDENT AUDITOR’S REPORT

AUDITORS’ REPORT ON THE ACCOUNTS AND OPERATIONS OF THE ROYAL
AUDIT AUTHORITY FOR THE FINANCIAL YEAR ENDED 30 JUNE 2022

Opinion

We have audited the accompanying financial statement of the Royal Audit Authority
(RAA), which comprise Receipts and Payments Statement (LC Account No. LC-110.01)
and schedules forming part of financial statements for the year ended 30 June 2022.

In our opinion, the financial statements are prepared, in all material respects, in
accordance with the Financial Rules and Regulations 2016 (FRR 2016).

Basis for Opinion

We conducted our 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 Financial Statement section of our report. We
are independent of the RAA’s management 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 evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Other Matter

We have audited the accounts of RAA maintained at the Head Office, Thimphu and Two
Regional Offices at Samdrup Jongkhar and Phuentsholing and relied on the returns
received from other two Regional Offices at Bumthang and Tsirang including the
Professional Development Center (Tsirang), which have been found to be adequate for
the purposes of consolidation and preparation of the financial statements.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

RAA’s management is responsible for preparation of the financial statements in
accordance with the FRR 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 RAA’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with ISSAIs
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
the financial statements.

As part of an audit in accordance with ISSAls, 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 omission, misrepresentations, or the
override of internal control.

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

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

For Menuka Chhetri & ASSOCAITES
Chartered Accountant

Firm Registration No. 331825E

Address: MKTS Building, 5t floor

Opposite Clock Tower, Norzin Lam, Thimphu

Menuka Chhetri
Managing Partner
Membership No: 534365 firdtrdaiey

Place: Thimphu N
Date: 21.10.202

ROOM NO.6, 5TH FLOOR, MKTS BUILDING, OPPOSITE CLOCK TOWER, EMAIL
menukachh67@gmail.com
Mobile no. 17588698/17340213/ 17814147, Fixed Line No. 02 330339




ROYAL AUDIT AUTHORITY
Receipts and Payment Statement
For the Year Ended 30th June 2022
LC-110.01

RECEIPTS
PAYMENTS

Group/ Board Head
of Account

T/Phu (HO) P/ling S/jongkhar Tsirang Bumthang T/Phu(HO) P/ling S/jongkhar Tsirang Bumthang

1 Opening Balance

a. Cash - - - 1,642.20 - 33,336.37 34,978.57 - - - - - -

b. Bank - - - - - - - - - - - - -
2 Release:

a. Budgetary 102,368,754.00 {16,038,000.00 {18,765,000.00 20,223,000.00 [15,882,000.00 39,257,000.00 212,533,754.00 - - - - - -

b. Non- Revenue - - - - - - - - - - - - -

c. Refundable Deposit 525,565.00 - - 715,317.00 - - 1,240,882.00 - - - - - -

d. Un-cashed Cheque - - - - - - - - - - - - -

3 Grants in-Kind - - - - - - - - - - - - -

4 Borrowing in-Kind - - - - - - - - - - - - -

Revenue Receipts/

5 | e e 3,883,068.00 | 559,151.00 - 345,926.00 | 264,500.00 624,266.00 5,676,911.00 3,883,068.00 | 559,151.00 - 345,926.00 264,500.00 624,266.00 5,676,911.00
Other Recoveries/

6 ! -
Remittance:
m%wﬂﬁﬂ%&ﬁ 5192,877.00 | 667,459.00 | 748,104.00 777,159.00 | 436,758.00 806,245.00 8,628,602.00 5192,877.00 | 667,459.00 748,104.00 777,159.00 436,758.00 806,245.00 8,628,602.00
anwm Insurance 654,700.00 | 97,600.00 - 107,600.00 | 61,000.00 114,000.00 1,034,900.00 654,700.00 | 97,600.00 - 107,600.00 61,000.00 114,000.00 1,034,900.00
¢ Other Insurance - o | 825,595.00 - - - 825,595.00 - - 825,595.00 - - - 825,595.00

Premium

THIMPHY
BHUTAN




d. Loan from Fin.
Instts.

112,600.00

112,600.00

112,600.00

112,600.00

e. Other

279,225.00

37,000.00

46,000.00

17,900.00

43,300.00

423,425.00

279,225.00

37,000.00

46,000.00

17,900.00

43,300.00

423,425.00

Personal Advance:

186,276.00

105,000.00

1,902,400.00

2,189,950.00

573,400.00

2,563,616.00

7,520,642.00

186,276.00

105,000.00

1,902,400.00

2,189,950.00

573,400.00

2,563,616.00

7,520,642.00

Miscellaneous
Receipts/ Payment

a. Non-Revenue A/c
Deposit

48,600.00

48,600.00

48,600.00

48,600.00

b. Refundable Deposit
A/c Deposit

9,943,272.00

9,943,272.00

c. Payment to DPA

56,568.00

1,642.20

33,336.37

91,546.57

d. Others

Suspense:

Stock

b. Purchase

c. PW Advances

2,950,430.00

1,421,500.00

107,960.00

30,000.00

1,983,352.40

3,662,651.00

10,155,893.40

2,893,862.00

1,421,500.0
0

107,960.00

30,000.00

1,983,352.40

1,472,516.00

7,909,190.40

d. Intra-Agency
Assignment

e. Deposit Work

f. Other Deposit

48,802.00

9,943,272.00

9,992,074.00

574,367.00

715,317.00

1,289,684.00

10

Budgetary
Expenditure

a. Current

97,006,314.50

16,037,956.
81

18,507,295.8
1

20,194,940.6
0

10,178,774.4
4

19,169,995.6
1

181,095,277.77

b. Capital

3,465,486.20

218,999.00

22,205,000.0
0

31,340,758.84

c. Lending

d. Repayment

1

Closing Balance:

a. Cash

19,976.21

5,143.00

25,119.21

b. Bank

1,896,953.30

43.19

38,705.19

28,059.40

231,975.71

66,996.39

2,262,733.18

Total

116,089,697.00

118,925,710.00

P2,510,259.00

24,436,594.20

19,218,910.40

57,047,686.37

258,228,856.97

116,089,697.00

18,925,710.00

22,510,259.00

24,436,594.20

19,218,910.40

57,047,686.37

258,228,856.97
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