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ROYAL GOVERNMENT OF BHUTAN
MINISTRY OF FINANCE
DEPARTMENT OF TREASURY & ACCOUNTS

October 11, 2022

STATEMENT OF RESPONSIBILITY

The Annual Financial Statement (AFS) of the Royal Government of Bhutan (RGoB) for Fiscal
Year 2021-2022 was prepared by the Department of Treasury and Accounts (DoTA), Ministry of
Finance (MoF), in accordance with the provisions of the Public Finance Act of Bhutan 2007, the
Public Finance (Amendment) Act 2012, and the Financial Rules and Regulations 2016.

The financial statements are compiled using the monthly accounts of the budgetary bodies as
recorded in the electronic Public Expenditure Management System (e-PEMS) and information
from other relevant agencies and organizations. The AFS presents the financial position of the
RGoB as of 30" June, 2022.

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

(Sonam Tobgay)
Offg.Director
Ministry of Finance Department of Treasury and Accounts

Post Box 270, Thimphu, BHUTAN. PABX: 322604/322951 Fax: 334994
PEMS Client Support (Extension): 141,145,146 & 147 Direct Line: 321799
Email: pems.support@mof.gov.bt Website: www.nmof.gov. bt







g3y f%
A A ROYAL AUDIT AUTHORITY —
¢ - Bhutan Integrity House RAA
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AR in the use of Public Resources

AUDITOR GENERAL’S REPORT ON THE ANNUAL FINANCIAL
STATEMENTS OF THE ROYAL GOVERNMENT OF BHUTAN FOR
THE FINANCIAL YEAR ENDED30 TH 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 30™ June 2022 and summary of explanatory information, which comprise:

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

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

1.  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 Sched-
ules 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 Su-
preme 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,
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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.

Emphasis of Matter
We draw attention to the following:

. 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.

. The government subsidies have been increasing over the years. The cur-
rent 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.

. There is a lack of clear structure on the types of Government CD accounts
which requires the DPA’s authorisation and reporting.

. The utilisation of monthly and quarterly capital expenditure for three con-
secutive financial years of 2019-20 to 2021-22 revealed a rush of capi-
tal expenditure towards the last quarter of the financial year, represent-
ing 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 MoF, there are 643 Letter of Credit
(LC) and Project Letter of Credit (PLC) Accounts during the period under re-
view. Of the total, the RAA audited 54.59% of the total accounts (274 LC Ac-
counts and 77 PLC Accounts) for the Financial Year ended 30" 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.
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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 Fi-
nancial 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 mis-
statement 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 IS-
SAls, we exercise professional judgement and maintain professional skepticism
throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial state-
ments, 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.

. 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 defi-
ciencies in internal control that we identify during the audit.

(Tashi)
Auditor General of Bhutan

Date: 25" October 2022
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1. EXECUTIVE SUMMARY

The original budget for the Fiscal Year (FY) 2021-22 was Nu. 73,919.335 mil-
lion, whereas the estimated amount of available funds was Nu. 56,765.582 mil-
lion. This resulted in a negative balance of Nu 17,153.753 million and a financ-
ing gap of Nu 13,623.345 million. During the FY, the budget was revised to Nu.
78,153.559 million and the resources were revised to Nu. 61,260.740 million,
resulting in a negative balance of Nu. 16,892.819 million and a financing gap of
Nu. 13,041.349 million.

At the end of the FY, total actual expenditure was Nu. 69,156.613 million, while
total realized resources amounted to Nu. 54,354.617 million. This resulted in
a total negative balance of Nu. 15,031.954 million, which represents 7.80% of
Gross Domestic Product (GDP)'.

With total external borrowings of Nu. 9,520.802 million and total repayments of
Nu. 5,434.076 million, the financing deficit amounted to Nu. 8,491.067 million,
or approximately 4.40% of GDP. The funding gap was covered by the issuance
of Treasury Bills (T-Bills). At the end of the FY, the outstanding principal amount
of T-Bills was Nu 15,488.520 million. The cash and bank opening balances for
the FY were Nu. 665.023 million and the closing balances for the FY were Nu.
1,888.479 million.

The Government outstanding debt stock as on 30th June 2021 was Nu.
257,580.280 million (US$ 3,258.450 million?) which is about 133.59% of GDP.
The Government Equity Holdings and Government Guarantees as on 30th June
2021 were Nu. 115,276.960 million® and Nu. 5,070.900 million* respectively.

2.  BASIS FOR PREPARATION

The Annual Financial Statements (AFS) reporting on the budgetary operations of
the Royal Government of Bhutan (RGoB) for the FY 2021-22 has been prepared
by the Department of Treasury and Accounts (DTA) as per the provisions of
the Public Finance Act, 2007 (PFA 2007) and Public Finance (Amendment) Act
2012 and the Financial Rules and Regulations, 2016 (FRR 2016). The financial
statements are based on the monthly accounts of the budgetary bodies recorded
in the electronic Public Expenditure Management System (e-PEMS) and infor-

GDP for FY 2021-22 is Nu. 192,818.400 million as per NSB.
Refer Table 21

Refer Table 23 & Table 24.

Refer Table 22.
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mation received from other relevant agencies and organizations. The statements
and schedules presented in the AFS reflect the financial position of the RGoB as
on 30" June 2022.

3. FISCAL PERFORMANCE
The fiscal performance for the FY 2021-22 as reflected in the executive summary
above has been summarized in the statement of comparison of budgets with that

of actual outcomes and it’s financing as presented in Table 1.

Table 1: Financing and Variance between budget and outcomes

Particulars Nu. in million % Variance
Original Revised | Actual Out- Original | Revised | Original
Budget | Budget*** comes | Vs Revised Vs | Vs Actual
Actual
TOTAL RESOURCES 56,765.582 | 61,260.740 54,354.617 7.92% | -11.27% -4.25%
DOMESTIC 35,600.000 | 35,600.000 39,043.073 0.00% 9.67% 9.67%
REVENUE
Tax 22,931.188 | 22,931.188 25,843.052 0.00% | 12.70% 12.70%
Non-Tax 12,668.812 12,668.812 13,200.021 0.00% 4.19% 4.19%
OTHER RECEIPTS 640.271 647.994 1,728.035 1.21% | 166.67% | 169.89%
GRANTS 20,525.311 25,012.746 13,583.509 21.86% | -45.69% | -33.82%
Programme grants 4,186.555 4,934.340 850.000 17.86% | -82.77% | -79.70%
Gol 4,186.555 4,934.340 850.000 17.86% | -82.77% | -79.70%
Others - - - 0.00% 0.00% 0.00%
Project-tied grants 16,338.756 | 20,078.406 12,733.509 22.89% | -36.58% | -22.07%
Gol 12,584.300 15,025.824 8,794.394 19.40% | -41.47% | -30.12%
Others 3,754.456 5,052.582 3,939.115 34.58% | -22.04% 4.92%
TOTAL 73,919.335 | 78,153.559 69,156.613 5.73% | -11.51% -6.44%
EXPENDITURE
Current 35,598.664 | 35,073.045 34,444.717 -1.48% -1.79% -3.24%
Regular 35,598.664 | 35,073.045 34,430.051 -1.48% -1.83% -3.28%
*DGRK - - 14.666 0.00% 0.00% 0.00%
Capital 38,320.671 43,080.514 34,711.896 12.42% | -19.43% -9.42%
Regular 38,320.671 43,080.514 34,708.889 12.42% | -19.43% -9.43%
**DGRK - - 3.007 0.00% 0.00% 0.00%
Less: Advance/Sus- - - (229.958) 0.00% 0.00% 0.00%
pense (Net)
OVERALL BALANCE | (17,153.753) | (16,892.819) | (15,031.954) -1.52% | -11.02% | -12.37%
FINANCING 17,153.753 16,892.819 15,031.954 -1.52% | -11.02% | -12.37%
Net Lending 3,085.586 3,008.016 3,677.617 -2.51% | 22.26% 19.19%
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Particulars Nu. in million % Variance
Original Revised | Actual Out- Original | Revised | Original
Budget Budget*** comes | Vs Revised Vs | Vs Actual
Actual
i. Principal recoveries 3,994.986 3,994.986 3,937.019 0.00% -1.45% -1.45%
Less: Lending 909.400 986.970 259.402 8.53% | -73.72% | -71.48%
Net External 444.822 843.454 4,086.726 89.62% | 384.52% | 818.73%
Borrowings
Borrowings 6,086.051 6,484.683 9,520.802 6.55% | 46.82% 56.44%
a) Project-tied 1,616.051 2,014.683 1,302.550 24.67% | -35.35% | -19.40%
b) Program 4,470.000 4,470.000 8,218.252 0.00% 83.85% 83.85%
Less: Repayments 5,641.229 5,641.229 5,434.076 0.00% -3.67% -3.67%
Net Internal 13,623.345 13,041.349 8,491.067 -4.27% | -34.89% | -37.67%
borrowings Surplus/
Deficit
i. Internal borrowings 13,636.531 13,054.535 8,504.237 -4.27% | -34.86% -37.64%
Less: Repayments 13.186 13.186 13.170 0.00% -0.12% -0.12%
Less: Change in 1,223.456
Balance
Note: i.  *Current DGRK pertains to Druk Gyalpo's Relief Kidu for individual income
support and loan interest payment kidu.
ii. **Capital DGRK pertains to transfer to NRF
iii. *** Revised budget is as per 4th qtr. Budget Performance Report

4. RECEIPTS AND PAYMENTS

The Government’s consolidated statement of receipts and expenditure for the FY
ending 30 June 2022 is presented in Table 2, along with the sources and appli-
cations of funds and the cost of debt service. Beginning with a positive balance
of Nu. 665.023 million, the FY ended with a positive balance of Nu. 1,888.479
million.

Table 2:  Consolidated receipts and payment statement for the year

ended 30th June, 2022
Receipts Amount | Payments Amount
Opening Balance 665.023 | Expenditure 69,156.613
i) Cash 87.358 | 1) Current 34,444.717
Regular 34430.051
DGRK 14.666
i) Bank 577.665 | ii) Capital 34,711.896
Regular 34,708.889




Receipts Amount | Payments Amount
DGRK 3.007
Internal Revenue 39,043.073 | Repayment of Loans 5,447.246
1) Tax Revenue 25,843.052 | 1) Internal 13.170
i1) Non-tax Revenue 13,200.021 | ii) External 5,434.076
External Grants 13,583.509 | Lending 259.402
1) Cash 13,397.422 | i) To individuals 0.00
o/w Program Grant (Gol) 850.000 | ii) To Corporations 259.402
i1) Kind 186.087 0.00
Borrowings 18,025.039 | Other Payments 11,909.582
1) External 9520.802
o/w Program Borrowing 8218.258 | Increase in Advances/ 23,062.299
Suspense
i1) 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/ 22,832.341 | ii) Bank 1,518.978
Suspense
Total Receipts 111,723.621 | Total Payments 111,723.621

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 outstand-
ing 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 stock.

The external borrowing/Grants includes the amount transferred from the FC ac-
count to the BFA only and it does not include the balance in the FC account amount-
ing to Nu. 259.088 million / Nu. 48.361 million received from the creditors/develop-

ment partners.

a.  Treasury Bill issued and redeemed for FY 2021-22

Treasury Bill Nu. in million
Particulars Principal | Discount Total
1. Total T-Bills for the FY 99,455.460 44.540 |  99,500.000

a. Opening Stock 12,997.570 2.430 13,000.000
b. T-Bills issued in the FY 2021-2022 86,457.890 42.110| 86,500.000
2. Total Redemption for the FY 83,966.940 33.060 | 84,000.000
a. T-Bills redeemed in the FY 2021-2022 83,966.940 33.060 | 84,000.000
Outstanding Stock 15,488.520 11.480 | 15,500.000




b. Recoupment from RD account to BFA account for FY 2021-22 and
closing balance

Fiscal Year | RD Recouped | RD Release | Balance for FY | Cumulative Balance
2017-2018 3,159.088 1,544.373 1,614.715 1,698.891
2018-2019 1,461.407 1,882.174 (420.767) 1,278.124
2019-2020 750.649 1,058.665 (308.016) 970.108
2020-2021 3,336.190 1,419.494 1,916.696 2,886.804
2021-2022 4,267.280 2,635.987 1,631.293 4,518.097

The main elements of the receipt and payments statements are presented individ-
ually from next section.

5. GOVERNMENT RECEIPTS BY SOURCES

The sources of government funds can be broadly classified into four categories:
revenue, grants, borrowings, and recovery of loans. Table 3 presents the details
of receipts for the FY 2021-22, the percentage composition of each source of

receipts, and the percentage change.

Table 3: Goverment receipts by sourcces

SI. Source (Nu. in millions) % of % % of
No. 2021-2022 | 2020-2021 Total | Change GDP
Internal Revenue 39,043.073 | 35,855.445| 51.16% 8.89% | 20.25%
2 | Grants 13,583.509 | 14,882.289 | 17.80% -8.73% 7.05%
3 | Borrowings 18,025.039 | 14,315.677| 23.62% | 2591% 9.35%
a. Internal 8,504.237 9,103.684 11.14% -6.59% 4.41%
b. External 9,520.802 5,211.993 12.48% | 82.67% 4.94%
4 | Recovery of Loans 3,937.019 2,404.758 5.16% 63.72% 2.04%
5 | Other receipts 1,728.035 8,958.379 2.26% | -80.71% 0.90%
Total 76,316.68 | 76,416.548 | 100.00% -0.13% | 39.58%
GDP (Source-NSB) - August 2022 192,818.400 million
Source: DRC, GNHC, DMFDF and DTA

5.1. DOMESTIC REVENUE

The total domestic revenue realized during the FY was Nu. 39,043.073 million,
an increase of 8.89% from the preceding fiscal year mainly driven by significant
increase in capital revenue from government agencies (421.20%), Taxes on In-
come, Profit and Capital Gain (37.56%), Taxes on Goods and Services (37.03%),
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and Current Revenue from Government Agencies (14.96%). Tax revenue ac-
counted for 66.19% of the total revenue while non-tax revenue accounted for
33.81% of the total. The domestic revenue accounted for 20.25% of the GDP.

A statement of domestic revenue collected during the FY 2021-22 and its com-
parison to the FY 2020-21 is presented in Table 4.

Table 4: Summary of revenue collections for 2021-22

% % of
Code Source of Revenue 2021-2022 2020-21 (oo GDP
Revenue 39,043.073 | 35,855.450 8.89% | 20.25%
A | Taxes 25,843.052 | 20,661.770 | 25.08% | 13.40%
1 Taxes on Income, Profits and | 13,325.760 | 9,687.430 37.56% | 6.91%
Capital Gains
1.1 | Corporate Income Tax 10,063.607 | 7,241.530 3897% | 5.22%
1.2 | Business Income Tax 1,298.427 | 1,078.540 20.39% | 0.67%
1.3 | Personal Income Tax 1,963.727 | 1,367.350 43.62% 1.02%
2 | Taxes on Property 144.625 138.915 4.11% | 0.08%
2.1 | Recurrent Taxes on immovable 8.986 8.976 0.11% | 0.02%
property (Dzongkhag
Municipality)
2.2 | Taxes on Capital Transactions 135.638 129.938 4.39% | 0.07%
3 Taxes on Goods and Services 7,452.002 | 5,438.250 37.03% | 3.86%
3.1 | Sales Tax 5,608.668 | 4,110.600 36.44% | 2.13%
3.2 | Excise 386.229 341.859 12.98% | 0.20%
3.3 | Green Tax 992.864 593.788 67.21% | 0.51%
3.4 | Taxes on permission to use 464.240 392.005 18.43% | 0.24%
goods or perform activities
4 | Taxes on International Trade 509.978 555.082 -8.13% | 0.26%
and Transactions
4.1 | Customs and Other Import 509.978 555.082 -8.13% | 0.26%
Duties
5 | Other Taxes 4,410.687 | 4,842.090 -8.91% | 2.29%
5.1 | Payable solely by business 23.890 19.331 23.58% | 0.01%
5.2 | Royalty 4,386.797 | 4,822.760 -9.04% | 2.28%
B | Other Revenue 11,544.267 | 14,039.480 | -17.77% | 5.99%
1 Property Income 11,555.825 | 14,025.290 | -17.61% | 5.99%
1.1 | Interest receipt from corpora- 2,562.471 | 1,570.640 63.15% | 1.33%
tions
1.2 | Dividend 4,081.258 | 3,039.050 34.29% | 2.12%
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% % of
Code Source of Revenue 2021-2022 2020-21 (e GDP
1.3 | Withdrawals from income of 4,843.437 | 9,376.580 | -48.35% | 2.51%
quasi-corporations
1.4 | Miscellaneous Rent 68.660 39.016 75.98% | 0.04%
2 Social Contributions -11.558 14.192 | -81.44% | -0.01%
2.1 | Health Contribution -11.558 14.192 | -81.44% | -0.01%
C | Current Revenue from 1,233.823 | 1,073.250 14.96% | 0.64%
Government Agencies
1 Administrative Fees & 834.439 764.414 9.16% | 0.43%
Charges
1.1 | Economic Services 563.411 520.311 8.28% | 0.29%
1.2 | Social Services 136.872 99.280 37.86% | 0.07%
1.3 | General Services 134.156 144.823 -7.37% | 0.07%
2 | Sale of Goods and 399.385 308.831 | 29.32% | 0.21%
Commodities
2.1 | Economic Services 50.438 39912 26.37% | 0.03%
2.2 | General Services 0.588 0.635 -7.40% | 0.00%
2.3 | Miscellaneous Revenue 348.358 268.284 29.85% | 0.18%
D | Capital Revenue from 421.931 80.954 | 421.20% | 0.22%
Government Agencies
1 | Capital Receipts 421.931 80.954 | 421.20% | 0.22%
1.1 | Economic Services 421.931 80.954 | 421.20% | 0.22%
****%GDP (Source-NSB)- Aug, 2022 192,818.400

5.1.1. REVENUE GROWTH

The overall domestic revenue increased by Nu 3,187.628 million (8.89%) in FY
2021-22 compared to FY 2020-21. The increase in revenue growth was mostly
due to an increase in Corporate Income Tax (Nu. 2,822.077 million), Sales Tax
(Nu.1,498.068 million), and dividend receipts (Nu.1042.208 million), while so-
cial contribution, other revenue, and taxes on international trade and transactions
declined.

The revenue was sufficient to cover 56.46% of total expenditure in FY 2021-22,
as against 50.46% in the previous FY. The improved coverage of expenditure by
internal revenue in FY 2021-22 was the result of a drop in the percentage change
of expenditure relative to an increase in the percentage change of revenue. While
revenue increased by 8.89% in FY 2021-22 from the prior year, the total expend-
iture decreased by 2.72%.



5.2. EXTERNAL GRANTS

During the FY 2021-22, the government received external grants of Nu.
13,583.509 million, a drop of 8.73% compared to the previous fiscal year. The
Government of India continues to be the primary source of foreign grant provid-
ing 71.00% of overall grants. During the FY, the external grant was sufficient to
cover 19.64% of total expenditure.

Table 5: International assistance (Grants) received

Nu. in millions

Particulars % Change | % of GDP

2021-22 2020-2021
a) GOI 9,644.394 10,323.622 -6.58% 5.00%
1 Program Grant 850.000 1,700.000 -50.00% 0.44%
2 Project Grant 8,794.394 8,0623.622 1.98% 4.56%
i Cash 8,794.394 8,623.622 1.98% 4.56%
b) Other Donors 3,939.115 4,558.667 -13.59% 2.04%
1 Program Grant - - 0.00% 0.00%
2 Project Grant 3,939.115 4,558.667 -13.59% 2.04%
i.Cash 3,753.028 3,918.907 -4.23% 1.95%
ii. Kind 186.087 639.760 -70.91% 0.10%
Total 13,583.509 14,882.289 -8.73% 7.05%

***GDP (Source-NSB) - August 2022 192,818.400

The summary of grants received during the FY are presented in the Table 5.

Figure 1. External Grant Received
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5.3.  BORROWINGS
5.3.1. INTERNAL BORROWINGS

During the FY, the government has issued T-Bills with maturities ranging from
15 to 150 days in the domestic market to cover cash shortages and finance re-
source gap. At the end of the FY, the outstanding principal amount of T-Bills was
Nu 15,488.520 million.

5.3.2. EXTERNAL BORROWINGS

During FY 2021-22, the government borrowed Nu. 9,520.803 million from ex-
ternal donors, including direct disbursements of Nu. 153.967 million by ADB for
the Urban Infrastructure Project and the Phuentsholing Township Development
Project, Nu. 3.361 million by IDA for the covid-19 emergency response and
health systems preparedness project, and Nu. 43.737 million by JICA for the Ru-
ral Electrification Project (Phase-II). In comparison to the previous FY, external
borrowing increased by Nu. 4,308.810 million.

The borrowings were mostly on concessional terms from bilateral and multilat-
eral development partners. Table 6 provides a summary of external borrowings

for FY 2021-22.

Table 6: External loans received during the FY 2021-22

Sl Nu. in million
No. Lender Lender Cash Kind Total
1 | Asian Development Bank ADB 2,424.352 | 153.967 | 2,578.319
) Il}te}‘national Development Asso- DA
ciation 4,783.067 3361 | 4,786.428
International Fund for Agriculture
3 Development ¢ IFAD 207.781 - 207.781
4 Japan International Cooperation JICA
Agency 1,904.538 | 43.737 | 1,948.275
Total 9,319.738 | 201.065 | 9,520.803

A total of Nu. 2,424.352 million was borrowed from the ADB in order to finance
the SASEC Transport, Trade Facilitation and Logistics Project, Financial Market
Development Program - Sub Program 3, and Rural Finance Development Pro-
ject. Total IDA borrowings were Nu. 4,786.428 million, of which Nu. 170.316
million was for the COVID-19 emergency response and health systems prepar-
edness project and Nu. 4,086.521 million was for the First Green and Resilient
Growth Development Policy of Bhutan.

9.



The overall external borrowing excludes borrowings from the Government of
India for the ongoing hydropower projects. During the FY, the Gol has disbursed
directly to the project authorities of Punatshangchhu-I (Nu. 1,177,810m), Punat-
shangchhu-II (Nu. 1,899.95m), and the Nikachhu Hydropower Project (Nu.

100.000m).

The external borrowing during the FY is presented in Figure 2 below.

Figure 2: External loans received during the FY 2021-22
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5.4. RECOVERIES

The receipt from the recovery of loan principal during the FY was Nu. 3,937.019
million as presented in Table 7.

Table 7: Statement of recoveries during the fiscal year 2021-22

Lender | Recoveries (External) Nu. In million
I Gol
1 Gol MHPA 2,785.005
Total Gol 2,785.005
1| Others
1 ADB BDFC Loan BHU-934 1.858
2 ADB RE-TBHU 1375 8.304
3 ADB RE-II BHU 1712 18.326
4 ADB RE-IIT -BHU 2009 18.228
5 ADB BDFC ADB 0088/0089 BHU (SF) MSME 16.258
6 ADB Green Power Development Project (RE IV) 46.993
7 ADB Green Power Development Project (2463-BHU OCR) 79.014

-10-



Lender | Recoveries (External) Nu. In million

ADB Green Power Development Project (2464 -BHU ADF) 84.262

ADB RREDP -BPC (RE V) 34.058

10 ADB Additional Financing for DHPP- 3034 44.208

11 IFAD BDFC Loan BHU-512 1.403

12 IFAD | BDFC Loan AMEPP BHU- 659 1.806

13 Austria | BHPCL (Upper Stage) 35.400

14 Austria | BHPCL (Lower Stage) 109.925

15 Austria | Dagachu Hydro Power Project 339.788

16 Austria | The Financing of RE 27.363

17 JICA RE-I (BPC) 66.714

18 JICA RE-II (BPC) 69.349

19 IDA BDBL for micro and rural credit for SMEs (DPC 2) 8.189

20 ADB Second Green Power Development Project - 3225 140.569
(Nikachhu OCR)

Total Others 1,152.015

Total External (Gol + Others) 3,937.019

Source: Department of Macro-Fiscal and Development Finance

5.5. OTHER RECEIPTS AND PAYMENTS

The statement of Other Receipts and Payments during the FY 2021-22 is present-
ed in Table 8.

Table 8: Statement if other receipts and payments for the 2021-22

SI. Particulars (Nu. in millions)
No: Receipts | Payments Net
A | BUDGET FUND ACCOUNT 4,915.435 0.004
i | Bank Charges - (0.004)
0.004
ii | Prior year expenses 118.026 - 118.026
iii | Prior year advances 85.723 - 85.723
iv | Closing cash balances 87.825 - 87.825
v | Refundable External Grants 0.284 - 0.283
vi | Others * 202.086 - 202.086
vii | Others (LC/PLC) ** 48.824 - 48.824
viii | Internal Funds*** 104.661 - 104.661
ix | Recoupments from Refundable Depos- 4,267.280 -1 4,267.280
its
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SL Particulars (Nu. in millions)
No: Receipts | Payments Net
x | National Resilience Fund 0.726 - 0.726
B | NON-REVENUE ACCOUNT 5,273.503 - 5,273.503
i | Deposits as per BOBL (daily GCA) 5,273.503 -] 5,273.503
C | AGENCIES ACCOUNTS 3,448.679 | 11,909.578 -
i | Revenue Receipts & Remittances 1,427.481 1,427.481 -
ii | Others Recoveries & Remittances 1,484.319 1,491.566 (7.320)
iii | Miscellaneous Receipts & Payments 536.879 8,990.531 | (8,453.632)
Total 13,637.617 | 11,909.582
Source:  Department of Treasury and Accounts, Budgetary Bodies & Bank of Bhutan

*Others — includes transfer of accumulated fund from Audit Recoveries Account
of Royal Audit Authority (Nu. 120.806 million), and transfer of fund from various
CD Accounts.

**Other (LCs/PLCs) — majority of receipts in this head includes refund of prior
year expenses.

**% Internal Fund — includes 50% payment of Universal Service Fund grant to
BTL and TICL for RCP VI phase (Nu. 94.856 million), and receipts from various
other activities (Nu. 9.806 million)

Those categories under B and C have the detailed schedules included as part of
this report.

5.6. NATIONAL RESILIENCE FUND

In light of the exceptional circumstances and the need for novel strategies to
strengthen economic resilience and boost development, the National Resilience
Fund (NRF) has been established on April 12, 2020 under the command of the
His Majesty the King with a fund size of Nu. 30,000.000 million.

In view of the ongoing social and economic difficulties encountered by the peo-
ple due to the pandemic and the uncertainties stemming from regional and global
developments, on 22nd April 2021, coinciding with the auspicious occasion of
Zhabdrung Kuchoe, His Majesty the King commanded the continuation of the
Druk Gyalpo’s Relief Kidu for 15 months, from April 2021 to be sourced from
Kidu Fund and Sungchop Fund.
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During FY 2021-22, the additional NR fund received in the BFA amounted to Nu.
0.726 million. It is used for financing the Druk Gyalpo’s Relief Kidu (DGRK)
activities comprising of DGRK Income Support Kidu and DGRK Loan Interest
Payment Support Kidu.

6. OPERATIONAL RESULTS

6.1. GOVERNMENT EXPENDITURE

This section presents the application of government funds. The government uses
its receipts to pay the following broad categories of expenditure:

1. Current 2. Capital 3. Repayment 4. Lending
Table 9 shows a summary of government payments or expenditure during the FY

2021-22.

Table 9: Summary of expenditure

(Nu. in million)
Category %Change | % GDP | % of Total
2021-22 2020-21
Expenditure: 69,156.613 | 71,091.811 -2.72% | 35.87% 92.38%
Current Expenditure 34,444.717 | 43,515.780| -20.85% | 17.86% 46.01%
Regular 34,430.051| 31,889.862 797% | 17.86% 45.99%
DGRK 14.666 | 11,625.918 | -99.87% 0.00% 0.02%
Capital Expenditure 34,711.896 | 27,576.031 25.88% | 18.00% 46.37%
Regular 34,708.889 | 27,540.400 26.03% | 18.00% 46.36%
DGRK 3.007 35.631| -91.56% 0.00% 0.00%
Repayments 5,447.246 3,737.329 45.75% 2.83% 7.28%
Internal 13.170 12.269 7.34% 0.01% 0.02%
External 5,434.076 3,725.060 45.88% 2.82% 7.26%
On Lending 259.402 1,659.188 | -84.37% 0.13% 0.35%
Total 74,863.261 | 76,488.328 -2.12% | 38.83% | 100.00%

The total expenditure for the FY 2021-22 decreased by Nu. 1,935.198 million
(-2.72%) from the previous FY.

Composition of government expenditure
The current and capital expenditure accounted for 92.38% of total payments in
FY 2021-22, with capital expenditure accounting for 46.37% of total expend-

iture. The composition of expenditure revealed an increase in capital expend-
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iture (25.88%) and a decrease in current expenditure (-20.85%). Due to Druk
Gyalpo’s Relief Kidu Fund being managed outside of AFS consolidation, cur-
rent expenditure has decreased, while Disaster Relief Response, Expenditure on
Structure-Roads, and Expenditure on Structure- Buildings have contributed to an
increase in capital expenditure.

The loan repayments were 7.28% of the total, and on-lending accounted for
0.35% of the total payment.

Figure 3: Composition of Expenditure for the FY 2021-22

Repayments, 7.28%  OnLending, 0.35%

6.1.1. CURRENT EXPENDITURE

Current expenditure for FY 2021-22 totaled Nu 34,444.717 million, a decrease of
20.85% compared to the prior FY.

The top five current expenditure categories (Figure 4) accounted for 68.52 % of
total current expenditure.

Figure 4: Top five current expenditure for the FY 2021-22
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Pay & Allowances accounts for 46.92% of total current expenditure, followed
by Interest Payments- External at 7.90% and Current Grants at 5.70%, Provident
Fund and Medicine & Laboratory Consumables were 4.43% and 3.57% respec-
tively.

6.1.1.a. DRUK GYALPO’S RELIEF KIDU (DGRK)

The Druk Gyalpo’s Relief Kidu (DGRK) activities comprised of DGRK Income
Support Kidu and DGRK Loan Interest Payment Support Kidu. The Relief Kidu
granted by His Majesty the King during these difficult times was aimed to pro-
vide immediate financial support to distressed individuals for their sustenance.
Besides defraying living expenses and sustaining demand for goods and services,
the Royal Kidu would also boost morale and provide assurance and hope despite
the current hardships.

In FY 2021-22, the management of DGRK was separated from AFS consolida-
tion; however, Nu. 17.673 million was incurred under DGRK as the previous
FY’s balance payment.

6.1.1.b. INTEREST PAYMENTS

The total interest payment made during the FY amounted to Nu. 2,988.690
million. This consists of Nu. 266.847 million on internal borrowings and Nu.
2,721.847 million on external borrowings. The summary of interest payments for
FY 2020-21 and FY 2021-22 is presented below:

Table 10: Statement of interest payments

(Nu. in million) o % of % of
)

Interest Chansed Internal Current

2021-2022 | 2020-2021 g Revenue | Expenditure

On Internal Loan 266.847 142.131 87.75% 0.68% 0.78%

On External Loan 2721.847 1721.280 58.13% 6.97% 7.90%

Total 2,988.690 1863.410 | 60.39% 7.66% 5.41%

Source: Department of Treasury and Accounts & Department of Macro-Fiscal and Devel-
opment Finance

The statement of interest payment is also presented in a graphic form in figure 5
below.

-15-



Figure S. Interest Payments
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The detailed statement of interest payment during the FY is presented in Table
11.

Table 11: Statement of interest payment made during the fiscal year 2021-
2022: by Lender

Nu. in
Sl No. | Lenders Million
Asian Development Bank (ADB)
1 | Multi Project - I 0637-BHU 0.234
2 | Multi Project -11 0722 BHU 0.724
3 | Chirang Hill Irrigation 0740-BHU 0.120
4 | Road Mechanization 0790-BHU 0.572
5 | East West Highway 1265-BHU 1.806
6 | Highland Livestock Development Project (HDLP) 0808-BHU 0.664
7 | Industrial Estate 0900-BHU 0.160
8 | Bhutan Development Finance Corporation (BDFC) 0934-BHU 0.512
9 | Technical & Vocational Education Training 1035-BHU 1.081
10 | Rural Electrification - I 1375-BHU 2.906
11 | Financial Sector Development 1565-BHU 1.911
12 | Development Finance Loan 1566-BHU 1.834
13 | Urban Infrastructure Improvement 1625-BHU 2.852
14 | Sustainable rural Electrification (RE-II) 1712-BHU 4.549
15 | Health Care Reform 1762-BHU 2.277
16 | Road Improvement 1763-BHU 5.114
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Nu. in

Sl No. | Lenders Million
17 | Basic Skill Development 1830-BHU 3.442
18 | Rural Electrification & Network Expansion (RE III) 2009-BHU 5.697
19 | Road Network Project 2187-BHU 18.458
20 | Urban Infrastructure Project 2258-BHU 16.613
21 | Financial Sector Development Program 2279 - BHU 6.319
22 | Financial Sector Development Program 2280 - BHU 0.966
23 | Green Power Development Project (OCR) 2463 - BHU 13.781
24 | Green Power Development Project (ADF) 2464 - BHU 49.980
25 | SASEC Trade Facilitation Program Loan- 2955 - BHU 8.197
26 | Strengthening Economic Management Program- 2994-BHU 12.055
27 | Additional Financing for Dagachhu- 3034-BHU 24.175
28 | Strengthening Economic Management Program II- 3258-BHU 15.489
29 | 2nd Green Power Development Project (ADF) 3226 - BHU 15.781
30 | Phuentsholing Township Dev. Project (ADB-3668)-BHU 1.467
31 | Financial Market Development Program I 3863-BHU 22.889
32 | COVID-19 Response-3914 15.092
33 | Financial Market Dv-3992 22.829
34 | Rural Finance Development-4042 5.903
35 | Urban Infrastructure Project 2816-BHU 10.350
36 | FMDP Subprogram 3-4130 BHU 7.178

ADB Total 303.976
Government of Austria
37 | Basochhu Hydro Power Corporation - Lower Stage 16.256
38 | Dagachu Hydropower Project (RBI) 73.704
39 | The Financing of RE 1.724
AUSTRIAN Total 91.684
International Development Association (IDA)
40 | Technical Assistance (TA) 1416-BHU 0.684
41 | Forestry Development Project -1 1460-BHU 1.219
42 | Bhutan Calcium Carbide Limited (BCCL) 1596-BHU 1.753
43 | Primary Education Project (PEP) 1899-BT 0.478
44 | Second Forestry Development Project -I11 1900-BHU 0.093
45 | Third Forestry Development Project -111 2533-BHU 1.620
46 | Second Education Project (SEP) 3044-BHU 5.368
47 | Rural Access Project (RAP) 3309-BHU 4.588
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Nu. in

Sl No. | Lenders Million
48 | Urban Development Project 3310-BHU 4.308
49 | Education Development Project (EDP) 3820-BHU 14.492
50 | Decentralized Rural Development Project (DRDP) 4040-BHU 3.143
51 | Development Policy Financing for Institutional Strengthening 5.685

4562 - BT
52 | Second Urban Development Project 47440 - BHU 4.001
53 | First Development Policy Credit 48350-BT 11.133
54 | Wildlife Protection Phase 11-4983 0.972
55 | Development Policy Credit I 5163-BT 42.827
56 | Remote Rural Communities Development-5164 BHU 10.530
57 | Urban Development Project 54310-BHU 22.255
58 | Fiscal Sustainability Inv. Climate DPC- 5647 BHU 29.002
59 | Second Fiscal Sustainability Inv. Climate DPC- 5923 BHU 37.129
60 | Strengthening Fiscal Mgt.& Pvt. Sector employment opportuni- 16.390
ties DPC I- 6208 BHU
61 | Strengthening Fiscal Mgt.& Pvt. Sector employment opportuni- 17.265
ties DPC II- 6442 BHU
62 | Third Strengthening Fm and Pseo Dpf-65860 23.308
63 | Development Policy Finance with Cat Ddo-6622 8.583
64 | COVID-19 Emergency Response & HSP Project-6627 1.775
65 | COVID 19 Crisis Response Development Pf (69280) 14.200
IDA Total 282.801
International Fund for Agricultural Development (IFAD)
66 | Small Farms Development 050-BT 0.915
67 | Trashigang-Mongar Area Development Project 178-BHU 0.958
68 | Punakha-Wangdue Valley Development Project 223-BHU 0.863
69 | First Eastern Zone Agriculture Project (FEZAP) 299-BHU 1.532
70 | Second Eastern Zone Agriculture Project (SEZAP) 512-BT 3.205
71 | Agri. Mkting & E/prise Promo. Prog. (AMEPP) 659-BT 5.782
72 | Market Access and Growth Intensification Project (MAGIP) L-1- 4.319
824-BT
73 | CARLEP 62700 11.290
74 | CARLEP AF 3276 0.804
IFAD Total 29.668
JICA
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Nu. in

SI. No. | Lenders Million

75 | Rural Electrification Phase -1 JICA-BT-1 0.172
JICA Total 0.172
GOI

76 | Mangdechu Hydro Power Project 2,013.545
GOI Total 2,013.545
GRAND TOTAL EXTERNAL LOANS 2,721.847
NPPF

77 | Construction of staff Qtr, P/ling 0.988
Government Bond

78 | RGOB Bond Series 1 195.000

79 | RGOB Bond Series 2 27.860
Short-term borrowings

80 | T-BillsyWMA/Overdraft 43.00
TOTAL DOMESTIC LOANS 266.848
GRAND TOTAL DOMESTIC+EXTERNAL LOANS 2,988.694

The ratio of domestic revenue to current expenditure for the FY 2021-22 and FY
2020-21 is presented in Table 12.

Table 12: Current expenditure and domestic revenue comparison

Fiscal Years

Particulars

2021-22 2020-21

Current Expenditure 34,444,717 43,515.78
Regular 34430.051 31,889.86
DGRK 14.666 11,625.92
Domestic Revenue 39,043.073 35,855.45
% Coverage of regular current expenditure 113.40% 112.44%

Source: DRC and Budgetary Bodies

The constitution requires the government to “ensure that the cost of recurrent
expenditure is met from the internal resources of the country”.
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6.1.2. CAPITAL EXPENDITURE

The total capital expenditure for FY 2021-22 was Nu. 34,711.896 million, an
increase by Nu. 7,135.865 million or 25.88% as compared to the previous FY.

Figure 6 presents the five largest components of capital expenditure for the FY
2021-22.

Figure 6. Top 5 Capital Expenditure for the fiscal year 2021-22

23.83%
18.51%
Ai'ill Aiiill ji'ill

Disaster : Reliefand  Training - Others
Response

25.00%

20.00%

15.00%

10.00%

5.00%

0.00%
Exp. on Structure -
Roads
(incl.culverts,drns)

Exp. on Structure -
Others

Exp. on Structure -
Buildings

The major portions of the expenditure were for the construction of roads (23.83%)
and buildings (18.51%). These two categories combined accounted for 42.34%
of the total capital expenditure. Whereas, expenditure on other structure, disas-
ter relief & response, and training-others account for 7.65%, 7.24% and 6.16%
respectively.

The percentage coverage of capital expenditure and repayment by grants and
borrowings is presented in Table 13:

Table 13: Capital expenditure and repaymet compared with grants and
borrowings
Nu. in million
Particulars % Change
2021-22 2020-21
Grants 13,583.509 14,882.289 -8.73%
Borrowings 18,025.039 5,211.993 245.84%
Total of Grants & Borrowings 31,608.548 20,094.282 57.30%
Capital Expenditure 34,711.896 27,576.031 25.88%
o/w DGRK 3.007 35.631 -91.66%
Repayment 5,447.246 3,737.329 45.75%
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. Nu. in million
Particulars % Change
2021-22 2020-21
Total of Capital & Repayment 40,159.142 31,313.360 28.25%
% Coverage of Capital Expenditure & 78.71% 64.17%
Repayment by Grants & Borrowings

6.1.2.1 SUBSIDIES AND TRANSFERS

The total subsidy and transfer payments during the FY 2021-22 were Nu.
4,238.640 million. There was a decrease of Nu. 757.808 million compared to the
previous FY. The current and capital composition of the total subsidy and trans-
fer payments were 57.80% and 42.20% respectively. The details of the subsidy
are presented in Table 14.

Table 14: Subsidies and transfers provided during the 2021-2022

SI Expenditure (Nu. in million)
Agency X
No. Current | Capital Total
Bhutan Broadcasting Service 159.168 76.539 235.707
2 | Bhutan Chamber of Commerce and Indus- 10.500 25.000 35.500
try
3 | Royal Insurance Corporation of Bhutan 66.194 16.028 82.222
4 | Druk Air Corporation 92.193 92.193
5 | National Housing Development Corpora- 59.613 - 59.613
tion Ltd
6 | Bhutan Agro Industries Limited 5.579 - 5.579
7 | Youth Development Fund 2.295 2.295
8 | Bhutan Power Corporation 1,469.540 1469.540
9 | Tarayana Foundation - 1.702 1.702
10 | Bhutan Nuns Foundation - 1.901 1.901
11 | Farm Machinery Corporation Ltd 53.613 22.100 75.713
12 | Food Corporation of Bhutan 6.304 171.195 177.499
13 | Bhutan Center for Media and Democracy - 0.418 0.418
14 | Druk Green Power Corporation - 25.997 25.997
15 | Ability Bhutan Society - 0.344 0.344
16 | Caring for caregiver training - 0.344 0.344
17 | Loden Foundation - 3.332 3.332
18 | Bhutan Red Cross Society 4.470 4.470
19 | Royal Construction Office 24.252 24.252
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Sl Expenditure (Nu. in million)
Agency .
No. Current Capital Total
20 | Bhutan Alternative Dispute Resolution 4.280 0.900 5.180
Center
21 | Handicraft Association of Bhutan - 1.669 1.669
22 | Druk Holding and Investment - 375.000 375.000
23 | Bar Council 2.146 1.600 3.746
24 | Bhutan Ecological Society - 4.545 4.545
25 | Green Bhutan Corporation Ltd - 22.588 22.588
26 | National CSI Development Bank Ltd 62.475 61.650 124.125
27 | Nazhoen Lamtoen - 2.304 2.304
28 | Druk Gyalpo Relief Kidu Services 14.666 814.372 829.038
29 | Bhutan Birdlife Society - 1.131 1.131
30 | RENEW - 18.907 18.907
31 | Youth Advocacy Network Bhutan - 0.515 0.515
32 | Bhutan Network for Empowering Women - 1.029 1.029
33 | Zhenphen Group - 0.912 0.912
34 | Pema Lingpa Foundation - 0.832 0.832
35 | Royal Society for Protection of Nature - 1.159 1.159
36 | Royal Academy - 1.595 1.595
37 | MPC Bhutan Entertainment 0.946 - 0.946
38 | Bhutan Cancer Society - 6.628 6.628
39 | Sungchob Service (Kusung Service) 180.028 - 180.028
40 | Sungchob Service (Tensung Service) 258.142 - 258.142
41 | Endowment Fund - 100.000 100.000
Total | 2,449.860 | 1,788.780 | 4,238.640
6.1.3. LOAN REPAYMENTS

The total principal loan repayment for the FY 2021-22 was Nu. 5,447.246 mil-
lion, 4.75% increase from the previous FY. Internal principal repayments in-
creased by 7.34%, while external repayments increased by 45.88 %. Table 15
presents a statement of principal repayment of loans for FYs 2021-22 and 2020-

21.
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Table 15: Statement of principal loan repayment

SI. . (Nu. in million)
Particulars % Change
No. 2021-22 2020-21
a | Repayments 5,447.246 3,737.33 45.75%
i| Internal 13.170 12.269 7.34%
ii | External 5,434.076 3,725.06 45.88%

The detailed repayment of principal loans is presented in Table 16.

Table 16: Statement of principal repayment made during the fiscal year
2021-2022: by Lender
SL Nu. in
No. Lenders Millions
1 | Asian Development Bank (ADB)
1 | Multi Project - 1 0637-BHU 14.347
2 | Multi Project -11 0722 BHU 33.439
3 | Chirang Hill Irrigation 0740-BHU 3.282
4 | Road Mechanisation 0790-BHU 16.443
5 | East West Highway 1265-BHU 15.105
6 | Highland Livestock Development Project (HDLP) 0808-BHU 14.774
7 | Industrial Estate 0900-BHU 2.372
8 | Bhutan Development Finance Corporation (BDFC) 0934-BHU 6.682
9 | Technical & Vocational Education Training 1035-BHU 13.629
10 | Rural Electrification - I 1375-BHU 21.939
11 | Financial Sector Development 1565-BHU 11.770
12 | Development Finance Loan 1566-BHU 11.502
13 | Urban Infrastructure Improvement 1625-BHU 17.977
14 | Sustainable rural Electrification (RE-IT) 1712-BHU 31.065
15 | Health Care Reform 1762-BHU 46.746
16 | Road Improvement 1763-BHU 31.754
17 | Basic Skill Development 1830-BHU 22.121
18 | Rural Electrification & Network Expansion (RE IIT) 2009-BHU 28.077
19 | Road Network Project 2187-BHU 81.496
20 | Urban Infrastructure Project 2258-BHU 67.519
21 | Financial Sector Development Program 2279 - BHU 49.657
22 | Financial Sector Development Program 2280 - BHU 3.925
23 | Green Power Development Project (OCR) 2463 - BHU 79.014
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o, Lenders Millons
24 | Green Power Development Project (ADF) 2464 - BHU 84.262
25 | Urban Infrastructure Project 2816-BHU 56.916
26 | Strengthening Economic Management Program- 2994-BHU 61.443
27 | SASEC Trade facilitation program loan 2955-BHU 36.194
28 | 2nd Green Power Deelopment Project-3225 140.569
29 | Additional Financing for Dagachhu- 3034-BHU 49.860

ADB Total 1,053.877

2 | Government of Austria

30 | Basochhu Hydro Power Corporation - Upper Stage 72.382
31 | Basochhu Hydro Power Corporation - Lower Stage 174.777
32 | Dagachhu Hydro Power Project 339.788
33 | The Financing of RE 27.363

AUSTRIAN Total 614.310

3 | International Development Association (IDA)

34 | Technical Assistance (TA) 1416-BHU 8.149
35 | Forestry Development Project -1 1460-BHU 13.318
36 | Bhutan Calcium Carbide Limited (BCCL) 1596-BHU 17.901
37 | Primary Education Project (PEP) 1899-BT 13.204
38 | Second Forestry Development Project -11 1900-BHU 2.564
39 | Third Forestry Development Project -I1I 2533-BHU 16.494
40 | Second Education Project (SEP) 3044-BHU 41.825
41 | Education Development project 3820-BT 47.017
42 | Rural Access Project (RAP) 3309-BHU 34.049
43 | Urban Development Project 3310-BHU 31.975
44 | Decentralized Rural Development Project (DRDP) 4040-BHU 9.672
45 | First Development Policy Credit 48350-BT 176.044
46 | Development Policy Credit I 5163-BT 83.985
47 | Remote Rural Communities Development-5164 BHU 20.491
48 | Dev. Policy Credit Inst. Strengthening- 4562 BT 16.103
49 | Urban Development 11-4744 64.913
50 | Urban Development IT AF 54310-BT 39.412
51 | Fiscal Sustainability Inv Climate Dpf-5647 50.484
52 | Wildlife Protection Phase 11-4983 14.926
53 | Second Fiscal Sustainability Inv. Climate DPC- 5923 BHU 30.623

IDA Total 733.150
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o, Lenders Millons
4 | International Fund for Agricultural Development (IFAD)
54 | Small Farms Development 050-BT 9.892
55 | Trashigang-Mongar Area Development Project 178-BHU 6.724
56 | Punakha-Wangdue Valley Development Project 223-BHU 5.153
57 | First Eastern Zone Agriculture Project (FEZAP) 299-BHU 7.384
58 | Second Eastern Zone Agriculture Project (SEZAP) 512-BT 23.415
59 | CARLEP-627 31.082
60 | Agri. Mkting & E/prise Promo. Prog. (AMEPP) 659-BT 32.455
61 | Market Access and Growth Intensification Project (MAGIP) L-1-824- 19.688
IFAD Total 135.793
5| JICA
62 | Rural Electrification Phase -1 JICA-BT-1 66.714
63 | JICA -BT-1I 45.227
JICA Total 111.941
6 | GOI
64 | Mangdechu Hydro Power Project 2,785.005
GOI Total 2,785.005
GRAND TOTAL EXTERNAL LOANS 5,434.076
1 | NPPF
65 | Construction of staff Qtr, P/ling 13.170
TOTAL DOMESTIC LOANS 13.170
TOTAL EXTERNAL+DOMESTIC 5,447.246

6.1.4. ON-LENDING

The Public Finance (Amendment) Act of Bhutan 2012 permits the government
to borrow funds and on-lend them to state enterprises and other legal entities.
The government has obtained concessional loans from bilateral and multilateral
development partners in order to continue the rural electrification program of the
I1FYP into the 12FYP, given its importance and in order to achieve its goals.

During FY 2021-22, the Government has borrowed Nu. 78.592 million, Nu.
77.570 million and Nu. 59.503 million from ADB, and Nu. 43.737 million from
JICA as presented in Table 17. These amounts were on-lent for Phuentsholing
Township Development Project, to BPCL for continuing the rural electrifica-
tion works, and to BDBL for enhancing access to concessional financing for the
growth of CSI Sector and employment generation.
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Table 17: Statement of on-lending during the FY 2021-22

SL . Nu. in
No Lending Lender million
Phuntsholing Township Development Project ADB 78.592
2 | Rural Electrification Project (RE - 1) BPC JICA 43.737
Rural Finance Sector Development Project 9 Subordinated
3 | Debt) BDBL ADB 77.570
Phuntsholing Township Development Project-Additional
4 | Financing ADB 59.503
Total Lending 259.402

Source: Department of Macro-Fiscal and Development Finance

6.1.5. GOVERNMENT EXPENDITURE BY SECTOR

The sector-wise expenditure for the FY 2021-22 is presented in Table 18.

Table 18: Summary of expenditure by sectors for the FY 2021-22

Expenditure (Nu. in million) % of
Sectors
Current Capital | Lending Repay Total Total
Social Services 10,914.120 7,005.350 - - | 17,919.470 | 23.94%
Education Services 6,690.850 4,014.310 - - | 10,705.170 14.30%
Health Services 4,223.270 2,991.040 - - 7,214.310 9.64%
Economic Services 3,312.262 | 15,897.941 - - | 19,210.190 | 25.66%
Energy Services 107.265 173.794 - - 281.059 0.38%
RNR Services 2,016.059 6,593.612 - - 8,609.660 11.50%
Mining, Manuftg & Industries 86.493 82.665 - - 169.158 0.23%
Services
Transport and Communication 829.510 4,495.600 - - 5,325.110 7.11%
Services
Other Economic Services 272.935 4,552.270 - - 4,825.210 6.45%
Housing and Public Amenity 347.005 3,396.650 - - 3,743.660 5.00%
Services
General Public Services 16,169.020 5,879.540 | 259.402 | 5,447.246 | 27,755.200 | 37.08%
General Public Services 12,637.830 5,144.410 - - | 17,782.240 23.75%
Public Debt Services 3,531.190 735.124 | 259.402 | 5,447.246 9,972.960 13.32%
Religion & Culture Services 781.830 2,001.730 - - 2,783.560 3.72%
Public Order and Safety 2,920.480 530.685 - - 3,451.160 4.61%
Services
TOTAL 34,444.717 | 34,711.896 | 259.402 | 5,447.246 | 74,863.261 | 100.00%

Source: Department of Treasury and Accounts and Budgetary Bodies
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The information in Table 18 is presented in a pie chart in Figure 7 to give a com-
parative look amongst different sectors.

Figure 7: % of Expenditure composition by sectors

Religion & Culture Public Order and
Services, 3.72% Safety Services,
4.61%

General
Public
Services,
37.08%

Housing and
Public Amenity
Services, 5.00%

General public services accounted for 37.08% of total expenditure, followed by
Economic Services with 25.66% and Social Services with 23.9% each. Religion
& Culture Services had the lowest proportion of total expenditure during the
FY at3.72 %.

7. BUDGET UTILISATION

A summary of revised budget estimates compared with the actual booked ex-
penditure for the FY 2021-22 in respect of Autonomous, Constitutional bodies,
Judiciary, Local Government (Dzongkhags, Gewogs & Thromde), and Minis-
tries is presented in Table 19.
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Figure 8: % of variance between budget and actual expenditure —
excluding advances for FY 2021-22
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Figure 8 shows the percentage of total budget variance by different categories
of the administrative unit. In FY 2021-22, the total budget variance was 16.44%
whereby variance for ministries was highest compared to other administrative
units with 19.21% followed by autonomous agencies and local government with
14.26% and 13.02% respectively.

Figure 9 below shows the % variance for Dzongkhags, Gewogs, Thromdes, and
individual Ministries.

Figure 9: % of variance between budget and expenditure — excluding
advances for FY 2021-22.
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7.1. UNDER UTILIZATION OF CAPITAL BUDGET

During the FY 2021-22, out of the total revised capital budget of Nu. 47,416.627
million, the actual expenditure reported is Nu. 34,711.896 million. The capital
budget variance is Nu. 12,704.731 million excluding advances, which is 26.79%
of the total capital budget as compared to 32.56% in the previous FY.

Table 20: Statement if variance between revised capital budget and actual
expenditure for the FY 2021-22 (Nu. in million)

NS(: Administrative unite (l;?l%g:: Expeggili:lt:el Variance | % VAR
1 | Autonomous Agencies 4,214.316 3,024.468 | 1,189.848 | 28.23%
2 | Constitutional Bodies 418.231 352.352 65.879 | 15.75%
3 | Judiciary 114.075 93.176 20.899 | 18.32%
4 | Local Governments 16,372.094 12,700.937 | 3,671.157 | 22.42%
4.1 | Dzongkhags 10,661.716 7,934,948 | 2,726.768 | 25.58%
4.2 | Gewogs 2,801.002 2,591.616 209.386 | 7.48%
4.3 | Thromdes 2,909.376 2,174.373 735.003 | 25.26%
5 | Ministries 26,297.911 18,540.963 | 7,756.948 | 29.50%
5.1 | Ministry Of Home & Cul- 1,718.182 1,430.268 287914 | 16.76%
tural Affairs
5.2 | Ministry Of Finance 3,402.124 2,321.407 | 1,080.717 | 31.77%
5.3 | Ministry Of Foreign Affairs 331.315 302.717 28.598 | 8.63%
5.4 | Ministry Of Agriculture & 2,241.609 1,980.873 260.736 | 11.63%
Forests
5.5 | Ministry Of Economic 2,164.469 1,267.938 896.531 | 41.42%
Affairs
5.6 | Ministry Of Works & Hu- 7,234.955 4,788.953 | 2,446.002 | 33.81%
man Settlement
5.7 | Ministry Of Information & 1,855.453 1,416.868 438.585 | 23.64%
Communications
5.8 | Ministry Of Health 3,944.580 2,534.717 | 1,409.863 | 35.74%
5.9 | Ministry Of Education 2,229.121 1,688.921 540.200 | 24.23%
5.10 | Ministry Of Labour & 1,176.103 808.301 367.802 | 31.27%
Human Resources
GRAND TOTAL 47,416.627 34,711.896 | 12,704.731 | 26.79%
Note: Actual expenditure figures are exclusive of advances.
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Table 20 is presented in a graphical representation as below:

Figure 10: % Variance of capital budget and actual expenditure —
excluding advances for FY 2021-22
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The further breakdown for Local Government and Ministries of the above infor-
mation is presented in the graph below.

Figure 11: % Variance of capital budget and actual expenditure —
excluding advances for FY 2021-22
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The highest capital budget variance in terms of amount and percent of respective
revised capital budget are as follows:
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11.

1il.

II.

il.

iii.

II1.

IV.

11.
iii.

ii.
iii.

VI.

11.
ii.

VII.

11.
1il.

AUTONOMOUS BODIES

Royal University of Bhutan

National Environment of Commission
(36.37%)

Bhutan Olympic Committee

CONSTITUTIONAL OFFICES

Royal Civil Service Commission
Anti-Corruption Commission
Election Commission of Bhutan

JUDICIARY

DZONGKHAGS
Samtse Dzongkhag
Chhukha Dzongkhag
Sarpang Dzongkhag

GEWOGS

Gomdar Gewog, Samdrupjongkhar
Lauri Gewog, Samdrupjongkhar
Sampheling Gewog, Chhukha

THROMDEYS
Thimphu Thromde
Phuntsholing Thromde
Gelephu Thromde

MINISTRIES

Ministry of Works and Human Settlements

(33.81%)

.290.211 million (43.23%)
Nu.

. 113.202 million (49.04%)

. 32.466 million (15.03%)
. 14.289 million (19.87%)
. 10.979 million (14.32%)

. 20.899 million (18.32%)

. 449.964 million (47.26%)
. 259.348 million (27.48%)
. 235.440 million (28.95%)

. 10.665 million (52.89%)
. 9.710 million (38.49%)
. 9.504 million (47.25%)

. 478.031 million (31.50%)
. 101.819 million (14.19%)
. 83.716 million (47.11%)

Nu. 2,446.002 million

223947 million

Ministry of Health
Ministry of Finance
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8. ACHIEVEMENT OF FISCAL TARGETS

The broad fiscal policies and targets set for the FY 2021-22 has been successfully
achieved as below:

Fiscal deficit maintained at 7.80 % of GDP against budgeted deficit of
8.59% (the fiscal policy target for 12" FYP is 3.00

% of GDP).

Regular current expenditure was entirely covered by domestic revenue
(113.40%).

Domestic revenue surplus financed 13.40% of the capital expenditure.
Non-hydro debt was maintained at 34.48% of GDP against the target of
35% of GDP.

Debt service was maintained at 15.10% of exports of goods and services
against public debt policy threshold of 25%.

9. GOVERNMENT DEBT POSITION

The total public debt outstanding (domestic & external debt) as on 30™ June 2021
was Nu. 257,580.280 million, which is about 133.59% of GDP. The major in-
crease is contributed mainly by internal borrowings through issuance of Treasury
Bills amounting to Nu. 15,500.000 million and Bond amounting Nu. 12,200.00
million for cash management and economic revival activities.

Additional borrowing includes for Covid-19 from ADB and JICA, and program
borrowing for financial market development program and Bhutan First Green
and Resilient Growth Development Policy Credit of Nu. 8,218.258 million. Of
the total, domestic debt was Nu. 28,061.270 million and external debt was Nu.
229,519.010 million (USS. 2,903.470 million). The total external debt accounts
for 119.00% of GDP. The total principal loan repayment during the FY was Nu.
5,447.246 million.

9.1. DOMESTIC DEBT

As on 30" June 2022, domestic debt was Nu. 28,061.270 million. The domestic
debt comprises of Nu. 15,500.000 million of outstanding T-Bills (principal &
discount) and Nu. 12,200.00 million of outstanding Bond issued for the cash
management, financing resource gap, and to facilitate the timely release of funds
to implement the externally funded projects. It also includes Nu. 361.27 million
of loan availed from the NPPF for Hydropower Services Limited. Domestic debt
accounted for 10.89% of the total public debt.
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9.2 EXTERNAL DEBT

As on 30" June 2022, total external debt was Nu. 229,519.010 million (US$.
2,903.470 million), accounted for 89.11% of the total public debt. Of the total
debt, 28.78% was convertible currency debt and 60.32% was Rupee debt. The
Rupee debt includes Rs.7,000.000 million Standby Credit Facility availed by
RMA from Gol for meeting the balance of payment obligation.

Of the total external debt, hydropower debt constituted Nu. 163,043.913 million
accounting for 71.04% of the total external debt. The non-hydro power debt stock
was Nu. 66,475.098 million accounting for 34.48% of GDP, which is below the
threshold of 35% of GDP as prescribed by Public Debt Policy 2016.

The outstanding Rupee loan from the Government of India stood at Rs.
155,397.671 million as on 30" June 2022 with Rs. 148,397.671 million as hy-
dropower debt stock representing 95.50% of the Government’s total outstanding
debt to Gol. The details of the Gol Rupee debt are as below:

Sl.no | Project & Facility Amount in million
1 | Punatsangchhu-I Rs. 49,452.293

2 | Punatsangchhu-I1 Rs. 52,532.136

3 | Mangdechhu Rs. 43,167.572

4 | Nikachhu (Tangsibji) Rs. 3,245.670

5 | Standby Credit Facilities Rs. 7,000.000
Total Rs. 155,397.671

A summary of outstanding debt is presented on the next page.
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12.  GOVERNMENT CONSOLIDATED FUND ACCOUNT

The FY 2021-22 began with the positive Government Consolidated Accounts
(GCA) of Nu. 577.665 million and ended with a positive balance of Nu. 1,518.978
million. The reconciliation of the Government Consolidated Fund Account is

presented in Table 25 below.

Table 25:

the fiscal year 2021-22

Reconciliation of government consolidation fund account for

SLNo. | Particulars Nu. in million
1 | Opening balance as on July 1, 2021 (BoBL) 577.665
2 | RECEIPTS DURING THE YEAR 164,534.498

Budget Fund Account (DTA) 119,189.454
Government Revenue Account (BoBL) 40,071.542
Non-Revenue Account (BoBL) 5,273.503
3 | LESS: PAYMENTS DURING THE YEAR (163,593.185)
Budget Fund Account (DTA) 79,115.608
LC Withdrawals (BoBL) 83,449.109
Government Revenue Account Refunds (BoBL) 1,028.469
4 | Closing Balance as on 30 June 2022 (DTA) 1,518.978
5 | RECONCILIATION:
Closing Balance as on 30 June 2022 (BoBL) 1,518.978
Closing Bank Balance as on 30 June 2022 (DTA) 1,518.978

13. GOVERNMENT BUDGET FUND ACCOUNT

Reconciliation of Government Budget Fund Account for the FY 2021-22 is pre-
sented in Table 26 below.

Table 26: Reconciliation of government budget fund account for the FY
2021-22
NS(: Particulars nl:i;;u:: Remarks
Closing Balance as per Bank Statement as of 30.06.2022 1,518.978
2 | Closing Balance as per Cash Book as of 30.06.2022 1,518.978
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14. OPERATION OF CURRENT DEPOSIT (CD) ACCOUNTS

Presented below in Table 27 is the summary of Current Deposit accounts that
were in operation as on 30" June 2022. The detailed schedule of current deposit
accounts is also included as a separate schedule in the report.

Table 27: Statement of government current deposit account for FY 2021-
2022
NS(: Operating Agency (];I;i:;ti Receipts | Payments lg;;::;%
1 | Trust and Endowment 8,475.422 | 1,349.712 672.588 9,152.546
Funds
2 | National Monuments 127.379 26.637 51.371 102.644
3 | Thromdes 760.122 | 1,342.585| 1,180.506 922.201
4 | Dzongkhag Municipalities 57.601 43.601 70.732 30.47
5 | Gewogs 27.361 16.034 14.284 29.111
6 | Revolving and 1,477.866 | 32,176.128 | 33,634.211 19.784
Refundable Deposits
7 | Universities and Institutes 416.473 | 2,405.029 | 2,374.574 447.608
8 | Audit Recovery and 104.917 381.802 439.161 47.558
Escrow
9 | Other CD Accounts 274777 | 2,886.022 | 2,849.669 310.83
10 | Designated Project 362.417 305.381 345.678 322.119
Accounts
Total 11,962.820 | 40,387.810 | 42,202.230 | 11,261.600
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Schedule 2: Schedule of expenditure by object class for the FY 2021-22

Obj . External o
Code Object Class RGOB T — o et Total %o
CURRENT EXPENDITURE
01.01 | Pay and Allowances 16,161.573 - - -| 16,161.573 21.59%
02.01 | Other Personnel Emoluments 1,206.970 - - - 1,206.970 1.61%
03.01 | Medical Benefits - Incountry 35.240 - - - 35.240 0.05%
03.02 | Medical Benefits - India 232.168 - - - 232.168 0.31%
03.03 | Medical Benefits - Outside India 95.156 - - - 95.156 0.13%
04.01 | Special Allowance 63.706 - - - 63.706 0.09%
04.02 | Special Allowance - Kidu/Pensioners 4.438 - - - 4.438 0.01%
04.03 | Druk Gyalpo Relief Kidu COVID-19 14.666 - - - 14.666 0.02%
05.01 | Stipends 1,200.768 - - - 1,200.768 1.60%
07.02 | Current Grant - - -
07.03 | Current Grant - THROMDE SUBSIDY (0.070) - - - (0.070) 0.00%
11.01 | Travel - Incountry 1,004.356 - - - 1,004.356 1.34%
11.02 | Travel - Outside Bhutan 16.016 - - - 16.016 0.02%
11.03 | Travel - (LTC/Leave Travel Concession) 525.762 - - - 525.762 0.70%
11.04 | Travel - Office Stationed Outside Bhutan 36.432 - - - 36.432 0.05%
12.01 | Utilities -Telephones, Telex, Fax, E-mail, Internet 251.471 - - - 251.471 0.34%
12.02 | Utilities -Telegram, Wireless Transmission, Postage 18.738 - - - 18.738 0.03%
12.03 | Utilities - Electricity, Water, Sewerage 289.089 - - - 289.089 0.39%
12.05 | Utilities - Fuelwood 74.925 - - - 74.925 0.10%
13.01 | Rental of Properties - Buildings 251.148 - - - 251.148 0.34%
13.02 | Rental of Properties - Vehicles 3.079 - - - 3.079 0.00%
13.03 | Rental of Properties - Others 0.163 - - - 0.163 0.00%
13.04 | Rental of Properties - Furniture, Equipment & Land 4.006 - - - 4.006 0.01%
14.01 | S & M - Office Supplies, Printing, Publications 236.072 - - - 236.072 0.32%
14.02 | S & M - Medicines & Laboratory Consumables 1,230.991 - - - 1,230.991 1.64%
14.03 | S & M - Fertilizers, Chemicals, Manures, Innoculants 2.683 - - - 2.683 0.00%
14.04 | S & M - Sceds, Seedlings 2.796 - - - 2.796 0.00%
14.05 | S & M - Animal Feeds 9.612 - - - 9.612 0.01%
14.06 | S & M - Uniforms, Extension Kits, Linens 97.314 - - - 97.314 0.13%
14.07 | S & M - Text Books, Library Books, Stationeries & 46.937 - - - 46.937 0.06%
Sports Item
14.09 | S & M - Patient Diet 50.819 - - - 50.819 0.07%
14.10 | S & M - Diet 204.726 - - - 204.726 0.27%
14.11 | S & M - School Stationeries for Students 223.291 - - - 223.291 0.30%
15.01 | Maintenance of Property - Buildings 116.219 - - - 116.219 0.16%
15.02 | Maintenance of Property - Vehicles 433.789 - - - 433.789 0.58%
15.03 | Maintenance of Property - Roads 199.624 - - - 199.624 0.27%
15.04 | Maintenance of Property - Bridges 4.220 - - - 4.220 0.01%
15.05 | Maintenance of Property - Equipment 56.220 - - - 56.220 0.08%
15.06 | Maintenance of Property - Plantations 4.665 - - - 4.665 0.01%
15.07 | Maintenance of Property - Computers 9.994 - - - 9.994 0.01%
15.09 | Maintenance of Property - Water supply, Sewerage, 1.457 - - - 1.457 0.00%
Playfield
17.01 | Op. Exp. - Advertising 10.619 - - - 10.619 0.01%
17.02 | Op. Exp. - Taxes, Duties, Royalties, Fees, Handling 34.232 - - - 34.232 0.05%
Charges, Bank Charges
17.03 | Op. Exp. - Transportation 61.969 - - - 61.969 0.08%
17.04 | Op. Exp. - Energy/Propulsion Charges 1.812 - - - 1.812 0.00%
17.06 | Op. Exp. - Items for Processing/Manufacturing 0.479 - - - 0.479 0.00%
17.08 | Op. Exp. - Incountry Meetings and Celebrations 439.832 - - - 439.832 0.59%
17.09 | Op. Exp. - Survey/Census 3.339 - - - 3.339 0.00%
18.01 | Hospitality & Entertainment 72.023 - - - 72.023 0.10%
19.01 | Write Off - Stocks, Loss of Cash/Goods 0.836 - - - 0.836 0.00%
21.01 | Current Grants - Individuals/Non-profit Orgs. 1,170.925 - - - 1,170.925 1.56%
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21.02 | Current Grants - Sungchop 438.170 - - - 438.170 0.59%
21.03 | Current Grants - Rural Life Insurance Scheme 1.582 - - - 1.582 0.00%
22.01 | Current Grants - Financial Institutions 62.475 - - - 62.475 0.08%
22.02 | Current Grants - Non-Financial Institutions 1,961.671 - - - 1,961.671 2.62%
24.01 | Subscriptions to International Organisation 110.621 - - - 110.621 0.15%
24.02 | Contributions - Other Govts. 1.040 - - - 1.040 0.00%
24.03 | Contributions - Provident Fund 1,526.592 - - - 1,526.592 2.04%
25.01 | Retirement Benefits 1,136.578 - - - 1,136.578 1.52%
31.01 | Interest Payment - Internal 266.847 - - - 266.847 0.36%
31.02 | Interest Payment - External 2,721.847 - - - 2,721.847 3.64%

Total of CURRENT EXPENDITURE 34,444.717 - - S| 34,444.717 | 46.01%
CAPITAL EXPENDITURE - - -
41.01 | Acquisition of Immovable Property - Land 48.507 - - - 48.507 0.06%
41.02 | Acquisition of Immovable Property - Buildings 842.028 0.994 - 0.994 843.022 1.13%
42.01 | Capital Grant 0.185 - - - 0.185 0.00%
43.01 | Disaster : Relief and Response 1,663.811 142.488 707.573 850.062 2,513.873 3.36%
45.01 | Training - Human Resource Development 176.484 182.224 182.224 358.708 0.48%
45.02 | Training - Others 801.481 | 1,316.682 21.031 1,337.713 2,139.194 2.86%
51.01 | Exp. on Structure - Buildings 2,668.333 | 3,744.248 13.475 3,757.723 6,426.056 8.58%
51.02 | Exp. on Structure - Roads (incl.culverts,drns) 2,657.659 | 5,512.354 100.883 5,613.237 8,270.896 11.05%
51.03 | Exp. on Structure - Bridges 173.367 584.537 - 584.537 757.903 1.01%
51.04 | Exp. on Structure - Irrigation Channels 206.527 377.167 8.949 386.116 592.643 0.79%
51.05 | Exp. on Structure - Drainage Systems 57.514 60.784 - 60.784 118.298 0.16%
51.06 | Exp. on Structure - Water Supply & Sanitation 411.690 889.885 51.702 941.587 1,353.277 1.81%
51.07 | Exp. on Structure - Plantations 322.256 304.569 15.193 319.763 642.019 0.86%
51.08 | Exp. on Structure - Others 1,641.898 895.327 117.630 1,012.957 2,654.855 3.55%
52.01 | Plant & Equipt. - Roads 70.392 1.798 - 1.798 72.190 0.10%
52.02 | Plant & Equipt. - Power Generation 23.451 31.670 - 31.670 55.121 0.07%
52.03 | Plant & Equipt. - Power Trans. & Dist. 39.295 4.800 - 4.800 44.095 0.06%
52.04 | Plant & Equipt. - Telecommunications 79.543 454.481 2.870 457.350 536.893 0.72%
52.05 | Plant & Equipt. - Agricultural Machineries 81.439 57.670 0.045 57.715 139.154 0.19%
52.06 | Plant & Equipt. - Livestock 144.739 46.289 32.724 79.013 223.751 0.30%
52.07 | Plant & Equipt. - Hospital/Lab. Equipment 443.154 848.032 7.377 855.408 1,298.563 1.73%
52.08 | Plant & Equipt. - General Tools, Instruments 457.842 570.380 12.224 582.604 1,040.446 1.39%
53.01 | Purchase of Vehicles 229912 152.371 - 152.371 382.283 0.51%
54.01 | Furniture 104.439 20.180 0.091 20.272 124.711 0.17%
54.02 | Office Equipment 162.538 36.746 - 36.746 199.284 0.27%
54.03 | Computers & Peripherals 146.600 339.353 2.105 341.458 488.057 0.65%
55.01 | Professional Services 503.701 | 1,326.369 33.354 1,359.723 1,863.424 2.49%
56.01 | General Provisions 0.643 - - - 0.643 0.00%
57.01 | System Development 5.500 - - - 5.500 0.01%
61.01 | Capital Grants - Individuals/Non-Profit Orgs. 849.427 252.376 - 252.376 1,101.803 1.47%
62.01 | Capital Grants - Financial Institutions 11.650 19.046 - 19.046 30.696 0.04%
62.02 | Capital Grants - Non-Financial Institutions 174.660 25.997 - 25.997 200.657 0.27%
63.01 | Acquisition of Equities/Shares 185.188 - - - 185.188 0.25%
Total of CAPITAL EXPENDITURE 15,385.852 | 18,198.819 | 1,127.225 | 19,326.044 | 34,711.896 | 46.37%
LENDING EXPENDITURE
65.02 | Loans - Enterprises - - 259.402 259.402 259.402 0.35%
Total of LENDING EXPENDITURE 259.402 259.402 259.402 0.35%
REPAYMENT EXPENDITURE
70.01 | Repayment of Debt Principal - Internal 13.170 - - - 13.170 0.02%
70.02 | Repayment of Debt Principal - External 5,434.076 - - - 5,434.076 7.26%
Total of REPAYMENT EXPENDITURE 5,447.246 - - - 5,447.246 7.28%
TOTAL EXPENDITURE 55,277.815 | 18,198.819 | 1,386.627 | 19,585.446 | 74,863.261 | 100.00%
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NOTES TO ACCOUNTS

1.

b)

d)

The basis of preparation and presentation of Financial Statements of
the Royal Government of Bhutan

Statement of Compliance

The Annual Financial Statements (AFS) of the Royal Government of Bhu-
tan (RGoB) for the FY 2021-2022 have been prepared by the Department
of Treasury and Accounts (DTA), Ministry of Finance (MoF) in accord-
ance with the provisions of the Public Finance Act (PFA), 2007 and Public
Finance Amendment Act 2012 and the Financial Rules and Regulations
(FRR), 2016.

Basis of Preparation of the Accounts

The Consolidated Receipts and Payments Statement is based on the month-
ly accounts of the budgetary bodies recorded in the electronic Public Ex-
penditure Management System (e-PEMS) and other statements are based
on the information received from other relevant agencies and organiza-
tions.

Internal Borrowings

The funds received through the issuance of treasury bills (T-Bills) are di-
rectly received in the Budget Fund Account (BFA). The repayment thereof
is also routed through the same Budget Fund Account. The details of the
T-bills raised and redeemed are disclosed in subsequent notes below under
borrowings. Only the net amount, if any, at the end of the FY is reflected in
the internal borrowings and outstanding loans.

Cash Balances

The opening and closing cash balances of the budgetary bodies are includ-
ed in Consolidated Receipts and Payments Statement (CRPS) as a gov-
ernment cash balance. During FY 2021-22 opening cash amounted to Nu.
87.358 million and closing cash balance of Nu. 369.501 million.

External Grants

The fiscal year’s grants are presented on a net basis. During the FY 2021-
22, the Government got a total grant of Nu. 13,583.509 million, or approx-
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imately 7.05% of the Gross Domestic Product (GDP). The total receipts
decreased by 8.73% compared to the previous fiscal year.

Borrowings °

Like grants, loans were also reported on the net-basis. The total borrow-
ings by the Government amounted to Nu. 18,025.039 million for the FY
2021-22. During the FY, opening T-Bill was Nu. 13,000.000 million; Nu.
86,500.000 million was raised through the issuance of a series of treasury
bills for the purpose of cash management, of which, Nu. 84,000.00 million
was redeemed and a balance of Nu. 15,500.000 million was rolled over to
the next FY.

Details of T-Bill issued, redemption made for the FY 2021-22 and closing bal-
ance thereto.

Tressury Bills Nu.
in million
Particulars Principal | Discount Total
1. Total T-Bills for the FY 99,455.460 44.540 | 99,500.000
a.0pening Stock 12,997.570 2.430 | 13,000.000
b.T-Bills issued in the FY 2-21-2022 86,457.890 42.110 | 86,500.000
2. Total Redemption for the FY 83,966.940 33.060 | 84,000.000
c.T-Bills redeemed in the FY 2021-2022 83,966.940 33.060 | 84,000.000
Outstanding Stock 15,488.520 11.480 | 15,500.000

The total borrowing excludes the amount directly disbursed by the Gov-
ernment of India to the project authorities® of Punatshangchhu-I (Nu.
1,177.810m), Punatshangchhu-II (Nu. 1,899.95m) and Nikachhu Hydro-
power Project (Nu. 100.000m).

Interest Payment
The total interest” payment during the FY amounted to Nu. 2,988.693 mil-

lion. This consists of Nu. 266.847 million on internal borrowings and Nu.
2721.847 million on external borrowing.

-~ o

FC accounts (loan/grant) balance of Nu. 259.088 million/48.361 million not included in actual BFA report
(maintained at RMA)

For figure, refer outstanding debt table

Table 10 & 11: Statement of Interest Payment
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Subsidies and Transfers

During the FY, the actual expenditure on account of subsidies and transfers
to financial, non-financial institutions and individuals/non-profit organiza-
tions amounted to Nu. 4,238.640 million.

Loan Repayment

The principal repayment of loans during the FY 2021-22 amounted to Nu.
5,447.246 million. This consists of Nu. 13.170 million for internal borrow-
ings and Nu. 5,434.076 million for external borrowings.

On Lending

The loan proceeds which are on-lent to the State-Owned Enterprises (SoEs)
prior to 2014 were denominated in Ngultrum with interest rate higher than
what RGoB normally pays to the external creditors. This is because the ex-
change rate risk is borne by the RGoB and the amount recovered from the
SoEs are generally less than what is repaid to the creditors due to exchange
rate fluctuations.

However, from the year 2014, the RGoB has started on-lending to the SoEs
on the same terms and conditions as in the original Loan Agreement with
the exchange rate risk passed on to the SoEs. On lending® during the FY
2021-22 was Nu. 259.402 million.

Government Outstanding Debt’

The total government debt outstanding as on 30th June 2022 is Nu.
257,580.280 million, of which Nu. 28,061.270 million accounts for do-
mestic debt and Nu. 229,519.010 million for external debt. The external
debts include borrowings from Gol on account of Standby Credit Facil-
ities of Nu. 7,000.000 million, Punatsangchhu-I of Nu. 49,452.293 mil-
lion, Punatsangchhu-II of Nu. 52,532.136 million, Mangdechhu of Nu.
43,167.572 million and Nikachhu (Tangsibji) Nu. 3,245.670 million.

Domestic Outstanding Debt

The domestic loan outstanding was Nu. 28,061.270 million as at 30th June
2022, which represents Nu. 13.170 million against National Pension &

8
9

Table 17: statement of On-lending
Refer outstanding debt detail file
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10.

11.

12.

13.

Provident Fund (NPPF), Nu. 361.270 NPPF loan to BHSL, Nu. 12,200.000
as a bond borrowing and Nu. 15,500.000 million for treasury bills.

External Outstanding Debt

The total external debt outstanding as at 30th June 2022 stood at Nu.
229,519.010 million or equivalent of USD 2,903.47 million. The total out-
standing external debt to GDP ratio has reached 119.00%. The external
debt in convertible currency (other than Gol) is about USD 937.650 mil-
lion, equivalent to Nu. 74,121.340 million.

Government Equity Holding

The government equity holding in various SOEs and Corporations stood at
Nu. 115,276.960 million as at 30th June 2022. This includes government
share holdings in DHI owned and linked companies.

Government Guarantees'’

As of 30 June 2022, the total amount of government guarantees issued was
Nu. 5,070.900 million. The guarantees include financing for the Afforda-
ble Housing Project in Phuntsholing to NPPF; financing for the establish-
ment of an integrated agro-based industry in Lingmethang to Bhutan Agro
Industries Ltd, Mongar; the OESD loan scheme to youths to BDBL, fi-
nancing for the acquisition of new aircraft to Drukair Corporation Ltd, and
guarantees to various financial institutions by National Credit Guarentee
Scheme (NCGS).

Current Deposit Accounts (Trust and Revolving Fund, Refundable,
and other CD accounts)

There are 10 different kinds of Current Deposits (CD) Accounts as at 30th
June 2022 operated by the various agencies. This includes 205 operated
by Gewogs, 19 by Municipal Corporations, 11 for Trust and Endowment
Fund, 8 for National Monuments, 8 operated by Thromdes, 25 operated by
University and Institutes, 7 for Audit Recovery and Escrow, 29 for Desig-
nated Project Accounts, and 87 others. The closing balance of the Current
Deposit as at 30th June 2022 amounted Nu. 11,261.604 million.

10 Statement of Government Guarantee
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Table 27:

Statement of goverment current deposit account for FY 2021-

2022

SI. | Operating Agency Opening Receipts | Payments Closing
No. Balance Balance
1 | Trust and Endowment Funds 8,475.422 | 1,349.712 672.588 | 9,152.546
2 | National Monuments 127.379 26.637 51.371 102.644
3 | Thromdes 760.122 | 1,342.585| 1,180.506 922.201
4 | Dzongkhag Municipalities 57.601 43.601 70.732 30.47
5| Gewogs 27.361 16.034 14.284 29.111
6 | Revolving and Refundable 1,477.866 | 32,176.128 | 33,634.211 19.784

Deposits
7 | Universities and Institutes 416.473 | 2,405.029 | 2,374.574 447.608
8 | Audit Recovery and Escrow 104.917 381.802 439.161 47.558
Other CD Accounts 274777 | 2,886.022 | 2,849.669 310.83
10 | Designated Project Accounts 362.417 305.381 345.678 322.119
Total 11,962.820 | 40,387.810 | 42,202.230 | 11,261.600
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