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REPORT OF THE BOARD OF DIRECTORS

The Board of Directors (“BoD”) of Chamroeun Microfinance Limited (“the Company”) is pleased to
present its report and the Company's financial statements as at and for the year ended 31
December 2014.

THE COMPANY

Chamroeun Microfinance Limited Limited (‘the Company"), formerly known as Chamroeun
Microfinance Service, was initially established in 2006 by Entrepreneurs du Monde (“EdM") and later
was registered with the Ministry of Commerce as a limited liability company on 2 February 2009
under Registration No. C0.5613/09E.

The principal activity of the Company is to provide credit to local customers through its head office in
Phnom Penh and its various provincial and district offices in Cambodia.

RESULTS OF OPERATIONS

The financial results of the Company for the year are as follows:

2014 2013

KHR'000 KHR'000

(Loss) profit before income tax (160,357) 548,714
Income tax expense (121,222) (175,228)
(Loss) profit after income tax (281,579) 373,486

RESERVES AND PROVISIONS

There were no material movements to or from reserves and provisions during the year other than
those disclosed in the financial statements.

BAD AND DOUBTFUL LOANS

Before the financial statements of the Company were drawn up, the BoD took reasonable steps to
ascertain that actions had been taken in relation to the writing off of bad loans and the making of
provisions for bad and doubtful loans, and satisfied themselves that all known bad loans had been
written off and that adequate provisions had been made for bad and doubtful loans.

At the date of this report, the directors are not aware of any circumstances which would render the
amount written off for bad loans or the amount of the provision for bad and doubtful loans in the
financial statements of the Company inadequate to any material extent.

CURRENT ASSETS

Before the financial statements of the Company were drawn up, the BoD took reasonable steps to
ascertain that any current assets, other than loans, which were unlikely to be realized in the ordinary
course of business at their value as shown in the accounting records of the Company, have been
written down to an amount which they might be expected to realize.

At the date of this report, the BoD is not aware of any circumstances which would render the values
attributed to the current assets in the financial statements of the Company misleading or
inappropriate in any material respect.
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Chamroeun Microfinance Limited

REPORT OF THE BOARD OF DIRECTORS (continued)

VALUATION METHODS

At the date of this report, the BoD is not aware of any circumstances that have arisen which would
render adherence to the existing method of valuation of assets and liabilities in the financial
statements of the Company misleading or inappropriate in any material respect.

CONTINGENT AND OTHER LIABILITIES

At the date of this report, there is:

e no charge on the assets of the Company which has arisen since the end of the financial year
which secures the liabilities of any other person; and

e no contingent liability in respect of the Company that has arisen since the end of the financial
year other than in the ordinary course of business.

No contingent or other liabilities of the Company have become enforceable, or is likely to become
enforceable within the period of 12 months after the end of the financial year which, in the opinion of
the BoD, will or may have a material effect on the ability of the Company to meet its obligations as
and when they become due.

CHANGE OF CIRCUMSTANCES

At the date of this report, the BoD is not aware of any circumstances, not otherwise dealt with in this
report or the financial statements of the Company, which would render any amount stated in the
financial statements misleading.

ITEMS OF UNUSUAL NATURE

The results of the operations of the Company for the financial year were not, in the opinion of the
BoD, substantially affected by any item, transaction or event of a material and unusual nature.

There has not arisen in the interval between the end of the financial year and the date of this report
any item, transaction or event of a material and unusual nature likely, in the opinion of the BoD, to
affect substantially the results of the operations of the Company for the current financial year in
which this report is made.

EVENTS SINCE THE BALANCE SHEET DATE

No significant events occurred after the balance sheet date requiring disclosure or adjustment other

than those already disclosed in the accompanying notes to the financial statements.

THE BOARD OF DIRECTORS (“BoD”)

The members of the BoD during the year and at the date of this report are:

Mr. Yannick Nicolas Milev Chairman, appointed on 11 June 2014
Mr. Franck Renaudin, Member

Mr. Philippe Guichandut Member

Mr. David Moos Member

Mr. Gregoire Heaulme Independent Director

Ms. Helene Keraudren Chairman, resigned on 31 January 2014



Chamroeun Microfinance Limited

REPORT OF THE BOARD OF DIRECTORS (continued)

AUDITOR

Ernst & Young (Cambodia) Ltd. is the auditor of the Company.

DIRECTORS’ INTERESTS

No members held any interest in the equity of the Company. No arrangements existed to which the
Company is a party with the object of enabling the members to obtain an interest in the Company or
in any corporate body.

DIRECTORS’ BENEFITS

During and at the end of the year, no arrangement existed, to which the Company was a party,
whose object was to enable the directors of the Company to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any other corporate body.

No director of the Company has received or become entitled to receive any benefit (other than a
benefit included in the aggregate amount of emoluments received or due and receivable by the
directors as disclosed in the financial statements) by reason of a contract made by the Company or
with a firm which the director is a member, or with a company which the director has a material
financial interest other than those disclosed in the financial statements.

STATEMENT OF THE BOARD OF DIRECTORS’ RESPONSIBILITY IN RESPECT OF THE
FINANCIAL STATEMENTS

The BoD is responsible for ensuring that the financial statements give a true and fair view of the
financial position of the Company as at 31 December 2014, and its financial performance and cash
flows for the year then ended. The BoD oversees preparation of these financial statements by
management who is required to:

e adopt appropriate accounting policies which are supported by reasonable and prudent
judgments and estimates and then apply them consistently;

e comply with Cambodian Accounting Standards, and relevant regulations and guidelines issued
by the NBC or, if there has been any departure in the interest of fair presentation, ensure this
has been appropriately disclosed, explained and quantified in the financial statements;

¢ maintain adequate accounting records and an effective system of internal controls;

e prepare the financial statements on a going concern basis unless it is inappropriate to assume
that the Company will continue operations in the foreseeable future; and

e set overall policies for the Company, ratify all decisions and actions that have a material effect
on the operations and performance of the Company, and ensure they have been properly
reflected in the financial statements.

Management is responsible for ensuring that proper accounting records are kept which disclose,
with reasonable accuracy at any time, the financial position of the Company and to ensure that the
accounting records comply with the registered accounting system. It is also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

The BoD confirms that the Company has complied with these requirements in preparing the financial
statements.



Chamroeun Microfinance Limited

BALANCE SHEET
as at 31 December 2014

ASSETS

Cash on hand

Balances with the National Bank of Cambodia
Deposits and placements with banks

Loans to customers

Property and equipment

Software

Other assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES

Accounts payable and accrued expenses
Income tax payable
Deposits from customers

Borrowings

Total liabilities

SHAREHOLDERS’ EQUITY

Share capital
Share premium
Reserve
Subordinated debt

Retained earnings
Total shareholders’ equity

TOTAL LIABILITIES AND
SHAREHOLDERS’ EQUITY

The attached notes 1 to 23 form part of these financial statements.
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2014 2013
KHR'000 KHR'000
54,942 74,503
249,340 3,446,749
7,087,645 518,727
30,266,671 25,151,945
548,481 327,085
31,011 40,658
1,841,232 1,484,487
40,079,322 31,044,154
1,435,493 1,276,771
11,395 60,908
2,252,298 3,465,695
27,706,620 19,331,771
31,405,806 24,135,145
4,834,050 4,834,050
549,956 549,956
49,455 49,455
2,046,086 -
1,193,969 1,475,548
8,673,516 6,909,009
40,079,322 31,044,154




Chamroeun Microfinance Limited

INCOME STATEMENT
for the year ended 31 December 2014

Operating income

Interest income
Interest expense

Net interest income
Fees, commissions and other income
Total operating income

Provision for losses on loans to customers
Other operating expenses

(Loss) profit before income tax

Income tax expense

Net (loss) profit for the year

The attached notes 1 to 23 form part of these financial statements.
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2014 2013
KHR'000 KHR'000
11,034,948 9,795,614
(2,319,533) (1,623,068)
8,715,415 8,172,546
1,321,870 1,597,788
10,037,285 9,770,334
(159,526) (51,327)
(10,038,116) (9,170,293)
(160,357) 548,714
(121,222) (175,228)
(281,579) 373,486




Chamroeun Microfinance Limited

STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2014

Balance as at 1 January 2014
Issuance of subordinated debt
Net loss for the year

Balance as at 31 December 2014

Balance as at 1 January 2013
Conversion of amounts due to
shareholders to share capital
Conversion of share premium to
share capital

Net profit for the year

Transfer to legal reserve

Balance as at 31 December 2013

Subordinated Retained
Share capital Share premium Reserves debt earnings Total
KHR'000 KHR'000 KHR'000 KHR'000 KHR'000 KHR'000
4,834,050 549,956 49,455 - 1,475,548 6,909,009
- - - 2,046,086 - 2,046,086
- - - - (281,579) (281,579)
4,834,050 549,956 49,455 2,046,086 1,193,969 8,673,516
3,599,900 784,437.00 30,781 - 1,120,736 5,535,854
999,669 - - - - 999,669
234,481 (234,481) - - . 3
- - - - 373,486 373,486
) - 18,674 - (18,674) -
4,834,050 549,956 49,455 - 1,475,548 6,909,009

The attached notes 1 to 23 form part of these financial statements.
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Chamroeun Microfinance Limited

STATEMENT OF CASH FLOWS
for the year ended 31 December 2014

Operating activities

(Loss) profit before income tax

Adjustments for:
Depreciation and amortization
Gain on disposals of property and equipment
Income tax paid

Cash generated (used in) from operating activities

(Increase) decrease in operating assets:
Balances with the National Bank of Cambodia
Deposits and placements with banks
Loans to customers
Other assets

Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses

Deposits from customers
Net cash used in operating activities
Investing activities

Acquisition of property and equipment
Acquisition of software

Proceeds from disposals of property and
equipment

Net cash used in investing activities
Financing activities

Proceeds from borrowings
Repayment of borrowings

Net cash generated from financing activities

Net (decrease) increase in cash and cash
equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

The attached notes 1 to 23 form part of these financial statements.
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2014 2013
Notes KHR'000 KHR'000
(160,357) 548,714

18 222,789 151,602
(59) 129

10 (170,735) (156,523)
(108,362) 543,922

- (61,707)

(4,570,086) 1,252,013

(5,114,726) (4,891,295)

(356,745) (800,861)

158,722 1,720,046

(1,213,397) (2,114,227)

(11,204,593) (4,352,109)

6 (432,431) (260,836)
7 (4,056) (48,938)
2,008 5,036

(434,479) (304,738)

25,802,717 11,395,688

(15,381,782) (5,224,391)

10,420,935 6,171,297

(1,218,137) 1,514,450

3,798,277 2,283,827

4 2,580,140 3,798,277




Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS
as at 31 December 2014 and for the year then ended

21

CORPORATE INFORMATION

Chamroeun Microfinance Limited (“the Company”) is a licensed micro-finance institution
(“MFI”) incorporated and registered in the Kingdom of Cambodia.

Establishment and operations

Chamroeun Microfinance Limited (“the Company”), formerly known as Chamroeun
Microfinance Service (“the Program”), was initially established in 2006 by Entrepreneurs du
Monde (“EdM”) and later was registered with the Ministry of Commerce as a limited liability
company on 2 February 2009 under Registration No. C0.5613/09E.

The principal activity of the Company is to provide credit to local customers through its head
office in Phnom Penh and its various provincial and district offices in Cambodia.

The Company obtained a certificate from the National Bank of Cambodia (“the NBC”) to
operate as a rural credit operator in March 2009.

On 3 August 2011, the NBC granted the Company a permanent license to conduct business
as a micro-finance institution.

The financial statements were authorized for issue by the Board of Directors on 28 April
2015.

Paid-up capital

The paid-up capital of the Company as at 31 December 2014 was KHR4,834,050,000
(2013: KHR4,834,050,000).

Board of Directors

The members of the Board of Directors during the year and at the date of this report are:

Mr. Yannick Nicolas Milev Chairman appointed on 11 June 2014
Mr. Franck Renaudin, Member

Mr. Philippe Guichandut Member

Mr. David Moos Member

Mr. Gregoire Heaulme Independent director

Ms. Helene Keraudren Chairman resigned on 31 January 2014
Location

The head office of the Company is located at lot No 425, Street 271, Sangkat Toul Tom
Pong II, Khan Chamkarmon, Phnom Penh, Kingdom of Cambodia.

Employees

As at 31 December 2014, the Company had a total of 340 employees (2013: 352
employees).

SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

The financial statements have been prepared on a historical cost basis. The Company
maintains records and prepares financial statements in Khmer riel (*KHR”). Management

has determined KHR to be the Company’s functional and presentation currency as it reflects
the economic substance of the underlying events and circumstances of the Company.

11



Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

2.

21

211

2.2

221

222

SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of preparation (continued)

The financial statements of the Company have been prepared in compliance with
Cambodian Accounting Standards (“CAS”) and relevant regulations and guidelines issued
by the NBC.

Transactions in currencies other than KHR are translated into KHR at the exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in
currencies other than KHR at the balance sheet date are translated into KHR at the rates of
exchange ruling at that date. Exchange differences arising on translation are recognized in
the income statement.

Fiscal year
The Company’s fiscal year starts on 1 January and ends on 31 December.

Presentation of financial statements

The accompanying financial statements, including their utilization, are not designed for
those who are not informed about the Kingdom of Cambodia's accounting principles,
procedures and practices and furthermore are not intended to present the financial position
and results of operations and cash flows in accordance with accounting principles and
practices generally accepted in countries other than the Kingdom of Cambodia.

The accounting policies set out below have been consistently applied by the Company
during the year.

Significant accounting judgments and estimates

In applying the Company’s accounting policies, management has used its judgment and
made estimates in determining the amounts recognized in the financial statements, as
follows:

Estimated useful lives of property and equipment

The useful life of each item of property and equipment is estimated based on the period
over which the asset is expected to be available for use. Such estimation is based on a
collective assessment of similar businesses, internal technical evaluation and experience
with similar assets. The estimated useful life of each asset is reviewed periodically and
updated if expectations differ from previous estimates due to physical wear and tear,
technical or commercial obsolescence and legal or other limits on the use of the asset. It is
possible, however, that future results of operations could be materially affected by changes
in the amounts and timing of recorded expenses brought about by changes in the factors
mentioned above. A reduction in the estimated useful life of any item of property and
equipment would increase the recorded operating expenses and decrease the carrying
value of these nonfinancial assets. There is no change in the estimated useful lives of
property and equipment during the year.

Operating leases

The Company has entered into lease agreement as a lessee for its office premises,
motorcycle and vehicle. The Company has determined that the lessor retained all the
significant risks and rewards of ownership over this property based on the indicators of
operating lease treatment. In determining whether or not there is an indication of operating
lease treatment, the Company considers the following factors: retention of ownership title to
the leased property, and period of lease contract relative to the estimated useful economic
life of the leased assets, bearer of executory costs, among others.

12



Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

2.2

2.2.3

224

2.2.5

2.3

23.1

2.3.2

SIGNIFICANT ACCOUNTING POLICIES (continued)
Significant accounting judgments and estimates (continued)

Impairment losses on loans to customers

When preparing the financial statements, the quality of loans to customers is reviewed and
assessed to determine their classification and level of impairment losses, as more fully
disclosed in Note 2.3.7.1.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its
recoverable amount, which is the higher of its fair value less costs to sell and its value in
use. The fair value less costs to sell calculation is based on available data from binding
sales transactions in an arm’s length transaction of similar assets or observable market
prices less incremental costs for disposing of the asset. The value in use calculation is
based on a discounted cash flow model. The cash flows are derived from the budget and do
not include restructuring activities that the Company is not yet committed to or significant
future investments that will enhance the asset’s performance of the cash generating unit
being tested. The recoverable amount is most sensitive to the discount rate used for the
discounted cash flow model as well as the expected future cash-inflows and the growth rate
used for extrapolation purposes.

Recognition of deferred tax assets

Deferred tax assets are recognized for all unused tax losses and temporary differences to
the extent that it is probable that future taxable profit will be available against which the
losses can be utilized. Significant management judgment is required to determine the
amount of deferred tax assets that can be recognized, based upon the likely timing and level
of future taxable income together with future tax planning strategies.

Summary of significant accounting policies

Impairment of financial assets

The Company assesses at each balance sheet date whether there is any objective evidence
that a financial asset or a group of financial assets is impaired. A financial asset or a group
of financial assets) is deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition of
the asset (an incurred “loss event”) and that loss event (or events) has an impact on the
estimated future cash flows of the financial assets or the group of financial assets that can
be reliably estimated.

Evidence of impairment for loans to customers may include indications that a borrower or
group of borrowers is experiencing significant financial difficulty, default or delinquency in
interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganization and where observable data indicate that there is a measurable
decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults. There is however mandatory credit classification and
minimum provisioning that the Company has to follow to meet the requirement of the NBC,
as disclosed in Note 2.3.7.1.

Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the
balance sheet if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset
and settle the liability simultaneously.

13



Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

2.3

2.3.3

234

2.3.5

2.3.6

2.3.7

23.7.1

SIGNIFICANT ACCOUNTING POLICIES (continued)
Summary of significant accounting policies (continued)

Operating leases

Payments made under operating leases are recognized in the income statement on a
straight-line basis over the term of the lease.

Cash and cash equivalents

For cash flow statement purposes, cash and cash equivalents consist of cash and bank
balances, demand deposits and short- term highly liquid investments with original maturities
of three months or less when purchased, and that are readily convertible to known amounts
of cash and subject to an insignificant risk of changes in value.

Balances with the National Bank of Cambodia

Statutory deposit is maintained with the NBC in compliance with the Cambodian Law on
Banking and Financial Institutions and is determined at defined percentage of minimum
share capital.

Deposits and placements with banks

Deposits and placements with banks are carried at cost.

Loans to customers

Loans to customers are stated in the balance sheet at the amount of principal less any
amounts written off and allowance for losses on loans.

Loans are written off when there is no realistic prospect of recovery. Recoveries of loans to
customers previously written off, or provided for, decrease the amount of the provision for
losses on loans to customers in the income statement.

Loans classified as substandard, doubtful or loss are considered non-performing.

Loan classification and allowance for losses on loans to customers

The Company follows the mandatory credit classification and provisioning as required by
Prakas No. B7-02-186 dated 13 September 2002. The Prakas requires licensed MFIs to
classify their loan portfolio into four classes based on number of days past due of principal
and/or interest repayment. The mandatory level of specific provisioning is provided
depending on the loan classification, regardless of the assets (except cash) pledged as
collateral, as follows:

Classification Number of days past due Rate of provision

Loans (term of less than one year)

e Standard Less than 30 days 0%
e Substandard 30 days to less than 60 days 10%
e Doubtful 60 days to less than 90 days 30%
e Loss 90 days or more 100%

Loans (term of one year and above)

e Standard Less than 30 days 0%
e Substandard 30 days to less than 180 days 10%
e Doubtful 180 days to less than 360 days 30%
e Loss 360 days or more 100%

The specific provision is calculated as a percentage of the loan outstanding at the time the
loan is classified, excluding accrued interest, and is charged as an expense. Interest on
non-performing loans is not accrued.

14



Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

2.3

2.3.7

23.7.1

2.3.8

2.3.9

2.3.10

23.11

SIGNIFICANT ACCOUNTING POLICIES (continued)
Summary of significant accounting policies (continued)
Loans to customers (continued)

Loan classification and allowance for losses on loans to customers (continued)

Loans are written off when the loans proved to be uncollectible after management’s
assessment. Loans written off are removed from the outstanding loan portfolio and from the
provision for bad and doubtful loans.

Overdue loans

In accordance with NBC Prakas B7-00-51K dated 17 February 2000, overdue loans are
defined as the total outstanding principal where principal or interest are past due unless the
payment terms on interest or principal have been adjusted. In general, loans are not allowed
to be restructured.

The provision will be calculated as percentage of the loan amount outstanding at the time
the loan is classified, excluding accrued interest. The provision shall be recorded in the
Company’s accounts and charged to the income statement for the month during which the
corresponding loan has been classified below standard.

Property and equipment

Property and equipment are stated at cost excluding day-to-day servicing less accumulated
depreciation/amortization and provision for impairment in value (if any). Changes in the
expected useful life are accounted for by changing the depreciation period or method, as
appropriate and treated as a change in accounting estimate.

Software

Software is stated at cost less accumulated amortization.

Depreciation and amortization

Depreciation and amortization of property and equipment are calculated based on the
following method and useful life:

Asset Method Useful life
Motorcycle and vehicle Declining 4 years
Information technology (“IT”) equipment and computers Declining 2 years
Office equipment Declining 4 years
Furniture and fixtures Declining 4 years
Software Straight-Line 4 years

An item of property and equipment is derecognized upon disposal or when no future
benefits are expected from its use. Any gain or loss on de-recognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of
the asset) is recognized in the income statement in the period the asset is derecognized.

Other assets

Other assets are carried at anticipated realizable values. An estimate is made for
impairment loss based on a review of all outstanding amounts as at the balance sheet date.

15



Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

2.3

2.3.12

2.3.13

2.3.14

2.3.15

2.3.16

2.3.17

SIGNIFICANT ACCOUNTING POLICIES (continued)
Summary of significant accounting policies (continued)

Provisions

Provisions are recognized when the Company has a present obligation as a result of a past
event and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate of the amount can be made.

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best
estimate. Where the effect of the time value of money is material, the amount of the
provision is the present value of the expenditure expected to be required to settle the
obligation.
Borrowings

Borrowings are stated at the amount of the principal outstanding. Fees paid on the
establishment of borrowing facilities are capitalized and amortized over the term of the
borrowings using straight-line method.

Subordinated debt

Subordinated debt is a long-term debt that is subordinated to all other liabilities of the
Company, and is included in the Company’s net worth computation under the NBC'’s
guidelines. Foreign exchange differences on subordinated debt are taken through the
income statement.

Other liabilities

Other liabilities are stated at cost which represents the fair value of the consideration
expected to be paid in the future for goods and services received.

Classification of financial instruments between liability and equity

A financial instrument is classified as debt, if it provides for a contractual obligation to:

e Deliver cash or another financial asset to another entity; or

e Exchange financial assets or financial liabilities with another entity under conditions that
are potentially unfavorable to the Company; or

e Satisfy the obligation other than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of own equity shares.

If the Company does not have an unconditional right to avoid delivering cash or another
financial asset to settle its contractual obligation, the obligation meets the definition of a
financial liability.

Recognition of income or expense

Revenue is recognized to the extent that it is probable that the economic benefits will flow to
the Company and the revenue can be reliably measured. The following specific recognition
criteria must also be met before revenue is recognized:

(i) Interestincome or expense

Interest income from loans to customers, and balances with the NBC and other banks
are recognized on an accrual basis, except for loans to customers that have been
classified as substandard, doubtful or loss. Interest accruing to these loans shall instead
be credited to an interest in suspense account.

Expense is recognized on an accrual basis.

16



Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

2.3

2.3.17

2.3.18

2.3.19

SIGNIFICANT ACCOUNTING POLICIES (continued)
Summary of significant accounting policies (continued)
Recognition of income or expense (continued)

(i) Fee and commission income

The Company earns fee and commission income from a diverse range of services it
provides to its customers, mainly from loan and deposits processing.

Fee and commission income is recognized on a cash basis.

Related parties

Parties are considered to be related if the Company has the ability, directly or indirectly, to
control the other party or exercise significant influence over the other party in making
financial and operating decisions, or vice-versa, or where the Company and the party are
subject to common control or significant influence. Related parties may be individuals or
corporate entities and include close family members of any individual considered to be a
related party.

Related parties, as defined in Article 49 and 50 of the Cambodian Law on Banking and
Financial Institutions, include the following:

(a) any person holding directly or indirectly at least ten percent (10%) of the capital or
voting rights;

(b) any company of which the Company directly or indirectly holds at least 10% of the
capital or voting rights;

(c) any individual who participates in the administration, direction, management or internal
control; and

(d) the external auditors.
Income tax

Current tax

Current tax assets and liabilities for the current and prior periods are measured at the
amounts expected to be recovered from or paid to the taxation authorities. The tax rates and
tax laws used to compute the amount are those that are enacted at the balance sheet date.

Deferred tax

Deferred tax is provided using the balance sheet liability method on temporary differences at
the balance sheet date between the tax base of assets and liabilities and their carrying
amount for financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences, except where the
deferred tax liability arises from the initial recognition of an asset or liability in a transaction
which at the time of the transaction affects neither the accounting profit nor taxable profit or
loss.

Deferred tax assets are recognized for all deductible temporary differences to the extent that
it is probable that future taxable profits will be available against which these differences can
be utilized, except where the deferred tax arises from the initial recognition of an asset or
liability in a transaction which at the time of the transaction affects neither the accounting
profit nor taxable profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

2.3

2.3.19

SIGNIFICANT ACCOUNTING POLICIES (continued)
Summary of significant accounting policies (continued)
Income tax (continued)

Deferred tax (continued)

The carrying amount of deferred tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profits will be
available to allow all or part of the assets to be recovered. Unrecognized deferred income
tax assets are re-assessed at each balance sheet date and are recognized to the extent that
it has become probable that future taxable profit will allow the deferred tax assets to be
recovered.

BALANCES WITH THE NATIONAL BANK OF CAMBODIA

2014 2013

KHR’000 KHR’000

Current account 7,637 3,205,047
Capital guarantee 241,703 241,702
249,340 3,446,749

Under Prakas B7-01-136 dated 15 October 2001, micro-finance institutions are required to
maintain a statutory deposit of 5% of registered capital with the NBC. This deposit is not
available for use in the Company’s day-to-day operations but is refundable when the
Company voluntarily ceases to operate the business in Cambodia.

The capital guarantee deposit earns interest at 3% per annum in 2014 (2013: 3% per
annum) whereas the current account does not earn interest.

DEPOSITS AND PLACEMENTS WITH BANKS

This pertains to current accounts maintained with local banks which do not earn interest.

2014 2013

KHR’000 KHR’000

Savings accounts 417,107 394,550
Current accounts 2,100,454 124,177
Term deposit accounts 4,570,084 -
7,087,645 518,727

Current accounts do not earn interest. Savings account earn interest ranging from 1.2% to
1.3% per annum (2013: 1.2% to 1.3% per annum). Term deposits earn interest ranging from
2.5% to 5.0% per annum and have a term of 12 months.
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Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

4, DEPOSITS AND PLACEMENTS WITH BANKS (continued)

For the purpose of the statement of cash flows, cash and cash equivalents comprise:

2014 2013
KHR’000 KHR’000
Cash on hand 54,942 74,503
Current account with NBC 7,637 3,205,047
Savings and current accounts with banks 2,517,561 518,727
2,580,140 3,798,277
5. LOANS TO CUSTOMERS
Loans to customers are categorized as follows:
2014 2013
KHR’000 KHR’000
Individual loans 26,278,309 20,732,504
Group loans 4,143,112 4,467,187
Gross loans to customers 30,421,421 25,199,691
Allowance for losses on loans to
customers
At beginning of year 47,746 7,853
Provision during year 159,526 51,327
Write offs (52,522) (11,434)
Allowance at end of year 154,750 47,746
Loans to customers — net 30,266,671 25,151,945
Further analyses of loans to customers are set out below.
(a) The grading of the loan portfolio is as follows:
2014 2013
KHR’000 KHR’000
Standard loans 30,239,666 25,117,301
Substandard loans 20,444 26,945
Doubtful loans 12,294 14,848
Loss loans 149,017 40,597
Total gross |Oans 30,421,421 25,199,691

All loans are unsecured. Refer to Note 21.1 on Credit risk for analysis of standard loans

quality.
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Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

5.

LOANS TO CUSTOMERS (continued)

Residence status:
Residents

Non-residents

Relationship:
Related parties
Non-related parties

By currency:
Uss$
KHR

Industry sector:
Agriculture

Trade and commerce
Services

Household/ family
Construction
Transportation
Others

Annual interest rates are as follows:

Individuals

20

(b) For an analysis of loan portfolio by maturity, refer to Note 22 on Liquidity analysis.

(c) Analyses of loan portfolio by residency, relationship, and currency are as follows:

2014 2013
KHR’000 KHR’000
30,421,421 25,199,691
30,421,421 25,199,691
86,287 78,559
30,335,134 25,121,132
30,421,421 25,199,691
1,093,072 345,701
29,328,349 24,853,990
30,421,421 25,199,691
9,353,320 7,607,255
15,017,617 13,189,655
3,480,918 2,575,273
566,135 549,695
523,925 412,179
445,790 500,747
1,033,716 364,887
30,421,421 25,199,691

2014

9.6% - 42.0%

2013

9.6% - 42.0%



Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)

as at 31 December 2014 and for the year then ended

6. PROPERTY AND EQUIPMENT
Furniture and  IT equipment
office and Motorcycle &
equipment computers vehicles Total
KHR’000 KHR’000 KHR’000 KHR’000
Cost
As at 1 January 2014 115,230 446,347 145,810 707,387
Additions 379,598 52,833 - 432,431
Disposal - - (4,493) (4,493)
As at 31 December 2014 494,828 499,180 141,317 1,135,325
Accumulated
depreciation
As at 1 January 2014 48,402 249,135 82,765 380,302
Depreciation 81,206 112,608 15,272 209,086
Disposal - - (2,544) (2,544)
As at 31 December 2014 129,608 361,743 95,493 586,844
Net book value
As at 31 December 2014 365,220 137,437 45,824 548,481
As at 31 December 2013 66,828 197,212 63,045 327,085
7. SOFTWARE
2014 2013
KHR’000 KHR’000
Cost
As at 1 January 122,211 73,273
Additions 4,056 48,938
As at 31 December 126,267 122,211
Accumulated amortization
As at 1 January 81,553 69,023
Amortization 13,703 12,530
As at 31 December 95,256 81,553
Net book value 31,011 40,658
8. OTHER ASSETS
2014 2013
KHR’000 KHR’000
Prepayments 1,052,277 837,882
Interest receivable 685,668 542,444
Other assets 103,287 104,161
1,841,232 1,484,487
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NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

10.

10.1

ACCOUNTS PAYABLE AND ACCRUED EXPENSES

2014 2013

KHR’000 KHR’000

Accounts payable 999,321 433,419
Interest payable 283,885 384,787
Tax liabilities 118,859 236,847
Accruals 33,428 221,718
1,435,493 1,276,771

Tax liabilities include salary tax and other withholding taxes payable.

INCOME TAX

Current income tax

The Company’s tax returns are subject to examination by the General Department of
Taxation (“GDT”). Because the application of tax laws and regulations to many types of
transactions is susceptible to varying interpretations, the amounts reported in the financial
statements could change at a later date upon final determination by the GDT.

Applicable tax rates

In accordance with Cambodian tax law, the Company has the obligation to pay tax on profit
(“ToP”) at the rate of 20% of taxable income or minimum tax at 1% of turnover inclusive of
all taxes except value-added tax, whichever is higher.

Movements of income tax payable are as follows:

2014 2013
KHR’000 KHR’000
Balance at beginning of year 60,908 42,203
Income tax expense 121,222 175,228
Income tax paid (170,735) (156,523)
11,395 60,908

Income tax expense comprise:
2014 2013
KHR’000 KHR’000
Current income tax 121,222 175,228
Deferred income tax - ;
121,222 175,228
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Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

10.

10.1

10.2

11.

INCOME TAX (continued)
Current income tax (continued)

The reconciliation of income tax computed at the statutory tax rate to the income tax
expense shown in profit or loss is as follows:

2014 2013

KHR’000 KHR’000

(Loss) profit before income tax (160,357) 548,714
Income tax expense at applicable tax rate of 20% (32,071) 109,743
Non-deductible expenses 85,429 66,104
Movement of unrecognized deferred tax asset 20,353 (10,867)
Effect of minimum tax 47,511 -
Over provision - 10,248

Deferred income tax

The Company did not recognize the deferred tax asset on the remaining temporary
difference arising from property and equipment, software and unrealized foreign exchange
loss due to uncertainty as to whether sufficient taxable profit will be available against which
the deductible temporary differences can be utilized.

DEPOSITS FROM CUSTOMERS

2014 2013

KHR’000 KHR’000

Compulsory savings 2,134,912 3,327,551
Capital Build Up (“CBU”) 117,386 138,144
2,252,298 3,465,695

CBU represents compulsory savings from loan customers refundable at the end of the loan
cycles and bears interest at rates ranging from 2% to 4.5% per annum. Following NBC’s
recommendation, the Company has taken steps to return all CBU savings to customers
gradually.

Further analyses on deposits from customers follow:

(&) By number of active and dormant customers

2014 2013
Compulsory savings
Active customers 66,489 76,436
Dormant customers 27,835 9,369
CcBU
Active customers 29 244
Dormant customers 15,388 15,860
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Chamroeun Microfinance Limited

NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

11. DEPOSITS FROM CUSTOMERS (continued)

(b) By currency

2014 2013
KHR’000 KHR’000
uUs$ 28,454 23,728
KHR 2,223,844 3,441,967
2,252,298 3,465,695

(c) By interest rates per annum
2014 2013

Compulsory savings
CBU

2.0% to 4.5%
2.0% to 4.5%

2.0% to 4.5%
2.0% to 4.5%

12. BORROWINGS
2014 2013
KHR’000 KHR’000
Related parties
Grameen Credit Agricole Microfinance
Foundation 4,536,500 2,900,000
Microfinance Solidaire SAS 440,216 414,761
4,976,716 3,314,761
Non-related parties
Oikocredit 5,000,000 5,600,000
responsibility Investment AG 4,013,700 3,997,500
ACLEDA Bank Plc 3,700,000 -
Triple Jump 2,535,688 2,538,800
MCE Social Capital 2,037,500 -
Alterfin c.v.b.a 2,037,500 -
Foreign Trade Bank 2,000,000 -
BOPA Pte Ltd 535,595 799,000
Whole Planet Foundation 444,561 2,046,086
ABC Microfinance 275,960 523,298
Microcredit for Mothers 149,400 55,425
Société Financiére de la Nef - 456,901
22,729,904 16,017,010
27,706,620 19,331,771
(a) By currency:
2014 2013
KHR’000 KHR’000
uUss$ 19,694,761 16,283,386
KHR 7,420,327 2,469,662
EUR 591,532 578,723
27,706,620 19,331,771
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NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

12.

13.

14.

15.

BORROWINGS (continued)

(b) By maturity:

2014 2013
KHR’000 KHR’000
Within one month - 579,623
More than 1 month to 3 months - -
More than 3 months to 12 months 4,448,943 7,945,093
More than 1 year to 5 years 22,813,116 10,756,091
Over 5 years 444,561 50,964
27,706,620 19,331,771

PAID-UP CAPITAL AND RESERVE

Share capital

2014 2013
KHR’000 KHR’000
Entrepreneurs Du Monde 1,737,850 1,737,850
Grameen Credit Agricole 965,500 965,500
Microfinance Solidare SAS 965,500 965,500
Sophie Dulac 550,000 550,000
Chamroeun Staff Association 530,100 530,100
Humbert Garreau de Labarre 85,100 85,100
4,834,050 4,834,050

Share capital of the Company consists of 96,681 authorized number of shares with par

value per share of KHR50,000.

Reserve

In accordance with the Company’s Memorandum and Articles of Association, the Company
allocates 5% of its annual net income to reserve. This shall cease when the reserve reaches
10% of the registered capital.

SUBORDINATED DEBT

The subordinated debt bears no interest and will not be payable to Whole Planet Foundation
(“WPF”), unless the Company ceases to provide credit to the rural communities in
Cambodia. The subordinated debt has initial term of 10 years and will be renewed
automatically at the end of the term. The subordinated debt will be payable to WPF when
the Company undergoes liquidation. The subordinated debt was approved by the NBC on

30 May 2014.

INTEREST INCOME

2014 2013

KHR’000 KHR’000

Loans to customers 10,983,524 9,729,722
Balances with the NBC 7,251 5,542
Deposits and placements with banks 44,173 60,350
11,034,948 9,795,614
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NOTES TO THE FINANCIAL STATEMENTS (continued)
as at 31 December 2014 and for the year then ended

16. INTEREST EXPENSE
2014 2013
KHR’000 KHR’000
Borrowings 2,260,236 1,480,730
Deposits from customers 54,754 140,988
Others 4,543 1,350
2,319,533 1,623,068
17. FEES, COMMISSION AND OTHER INCOME
2014 2013
KHR’000 KHR’000
Fees and commissions on loans 1,043,668 981,072
Others fees 278,202 616,716
1,321,870 1,597,788
18. OTHER OPERATING EXPENSES
2014 2013
KHR’000 KHR’000
Personnel and other employee benefits 5,927,114 5,083,286
Office rental 1,315,916 808,491
Vehicle rental and running costs 691,889 574,362
Taxes and licenses 285,817 339,561
Depreciation and amortization (Notes 6 and 7) 222,789 151,602
Gain/Loss on foreign exchange 211,808 344,513
Utilities 152,615 103,782
Annual workshop 132,316 81,956
Communication 131,452 85,814
Refreshment and training 124,392 280,501
Cleaning expense 112,393 80,405
Stationeries and printing 99,399 207,510
Accommaodation 98,032 57,503
Professional fees 75,002 159,813
Membership fee 68,564 5,783
Repairs and maintenance 55,542 29,501
Bank charges 53,711 58,127
Promotion and advertising 53,252 327,527
Equipment and material 51,262 164,337
Travel 49,143 57,225
Security 47,830 39,031
Transportation 31,896 40,341
Others 45,982 89,322
10,038,116 9,170,293
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19.

20.

COMMITMENTS AND CONTINGENCY
Lease commitments

The Company operating lease arrangements with minimum lease commitments as follows:

2014 2013

KHR’000 KHR’000

Within one year 1,409,969 855,179
More than 1 year to 5 years 3,090,572 1,742,443
More than 5 years 626,563 -
5,127,104 2,597,622

Tax contingency

The taxation system in Cambodia is relatively new and is characterized by numerous taxes
and frequently changing legislation, which is often unclear, contradictory and subject to
interpretation. Often, differing interpretations exist among numerous taxation authorities and
jurisdictions. Taxes are subject to review and investigation by a number of authorities, who
are enabled by law to impose severe fines, penalties and interest charges. These facts may
create tax risks in Cambodia substantially more significant than in other countries.
Management believes that it has adequately provided for tax liabilities based on its
interpretation of tax legislation. However, the relevant authorities may have differing
interpretations and the effects to the Company could be significant.

RELATED PARTY TRANSACTIONS AND BALANCES

(i) Related party transactions

Related party Transaction 2014 2013
KHR’000 KHR’000
Entrepreneurs Du Monde Rental income 10,515 5,955
Grameen Credit Agricole
Microfinance Foundation Interest expense 416,665 356,109
Microfinance Solidaire Interest expense 46,452 49,071
Entrepreneurs Du Monde Interest expense - (20,961)
Entrepreneurs Du Monde Project costs - 324,964

Amounts due to related parties

Related party 2014 2013

KHR’000 KHR’000
Borrowings from shareholders 4,976,716 3,314,761
Loans and advances to key management 86,287 78,559
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20.

21.

RELATED PARTY TRANSACTIONS AND BALANCES (continued)
() Related party transactions (continued)

Amounts due to shareholders

Related party 2014 2013
KHR’000 KHR’000
Grameen Credit Agricole Microfinance
Foundation 670 129,283
Humbert Garreau de Labarre 236 236
Chamroeun Staff Association 50 50
Entrepreneurs De Monde - 163,585
Microfinance Solidaire - 118,813

(ii) Directors and key management personnel compensation

Compensation including other benefits of directors and key management personnel for
the period amounted to KHR563.6 million (2013: KHR536.8 million).

FINANCIAL RISK MANAGEMENT

The Company’s activities are exposed to a variety of financial risks: credit risk, market risk
(including currency risk, interest rate risk and price risk), and liquidity risk. Taking risk is core
to the financial business, and operational risks are an inevitable consequence of being in
business.

In the absence of a derivate market in Cambodia, the Company does not use derivative
financial instruments such as foreign exchange contract and interest rate swaps to manage
its risk exposure.

The Company intends to comply with the NBC’s regulations for financial risk management
purposes. The Company however recognizes that international best practices on risk
management are yet to be fully implemented. The Board of Directors has established a Risk
Management Section to formulate broad parameters of acceptable risk for the Company
and monitor the activities against these parameters.

The Company holds the following financial assets and liabilities:

2014 2013
KHR’000 KHR’000
Financial assets

Cash on hand 54,942 74,503
Balances with the NBC 7,637 3,205,046
Deposits and placements with banks 7,087,645 518,727
Loans to customers 30,266,671 25,151,945
Other assets 762,570 724,908
Total financial assets 38,179,465 29,675,129

Financial liabilities
Accounts payable and accrued expenses 1,316,634 1,039,924
Deposits from customers 2,252,298 3,465,695
Borrowings 27,706,620 19,331,771
31,275,552 23,837,390

Total financial liabilities
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21. FINANCIAL RISK MANAGEMENT (continued)

21.1

Credit risk

The Company takes on exposure to credit risk, which is the risk that counterparty will cause
a financial loss to the Company by failing to discharge an obligation. Credit risk is the most
important risk for the Company’s business. Credit exposure arises principally in lending
activities that lead to loans to customers. The credit risk management is carried out by the
Company’s Risk Management Section.

(@)

(b)

(€)

(d)

Credit risk measurement

The Company assesses the probability of default of individual counterparties in
accordance with its credit policy, procedures and practices. Risk Management Section
is responsible for determining the risk rating policies.

Risk limit control and mitigation policies

The Company operates and provides loans to individuals within the Kingdom of
Cambodia. The Company manages limits and controls the concentration of credit risk
whenever it is identified.

Impairment and provisioning policy

The Company is required to follow the mandatory credit classification and provisioning
in accordance with the relevant Prakas, as disclosed in Note 2.3.8.1.

Loans to customers

Loans to customers are summarized as follows:

2014 2013
KHR’000 KHR’000
Loans to customers neither past due nor
impaired (i) 30,239,666 25,117,301
Loans to customers past due but not
impaired (ii) 20,444 26,945
Loans to customers individually impaired (iii) 161,311 55,445
Loans to customers, gross 30,421,421 25,199,691

For purposes of loan provisioning, expected recovery from collateral (except cash) is not
taken into consideration based on NBC’s requirement.
(i) Loans to customers neither past due or impaired
Loans to customers not past due are not considered impaired, unless other
information is available to indicate the contrary.
(i) Loans to customers past due but not impaired
Loans to customers less than 30 days past due are not considered impaired, unless
other information is available to indicate the contrary.
(i) Loans and advances individually impaired

In accordance with Prakas No. B7-02-186 dated 13 September 2002 on the
classification and provisioning for bad and doubtful debts, loans and advances past
due more than 30 days are considered impaired and a minimum level of specific
provision for impairment is made depending on the classification concerned, unless
other information is available to indicate the contrary.
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21.

21.2

FINANCIAL RISK MANAGEMENT (continued)

Market risk

The Company takes on exposure to market risk, which is the risk that the fair value or future
cash flow of a financial instrument will fluctuate because of changes in market prices.
Market risk arises from open positions in interest rates, currency and equity products, all of
which are exposed to general and specific market movements and changes in the level of
volatility of market rates or prices such as interest rates, credit spreads, foreign exchange
rates and equity prices.

In the absence of derivatives market, the Company does not use derivative financial
instruments such as foreign exchange contract and interest rate swaps to hedge its risk
exposure.

(i)

(ii)

ii)

Foreign exchange risk

The Company operates in the Kingdom of Cambodia and transacts in many currencies,
and is exposed to various currency risks, primarily with respect to KHR.

Foreign exchange risk arises from future commercial transactions and recognized
assets and liabilities denominated in a currency that is not the Company’s functional
currency.

As at balance sheet, balances in monetary assets and liabilities denominated in
currencies other than KHR are not significant. Therefore, no sensitivity analysis for
foreign currency exchange risk was presented.

Price risk

The Company is not exposed to securities price risk because it does not hold any
investment classified on the balance sheet either as available for sale or at fair value
through profit or loss.

Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument
will fluctuate because of changes in market interest rates. Fair value interest rate risk is
the risk that the value of a financial instrument will fluctuate because of changes in
market interest rates. Interest margins may increase as a result of such changes and
may reduce losses in the event that unexpected favorable movements arise. The
management of the Company, at this stage, does not have a policy to set limits on the
level of mismatch of interest rate re-pricing that may be undertaken; however,
management regularly monitors the mismatch.

Interest rate risk arises from the possibility that changes in interest rates will affect
future profitability or the fair values of financial instruments. The Company is exposed to
interest rate risk as a result of mismatches of interest rate re-pricing of assets and
liabilities. The Company manages this risk by matching the re-pricing of assets and
liabilities through risk management strategies.

It includes the Company’s financial instruments at carrying amounts, categorized by the
earlier of contractual re-pricing or maturity dates.

The Company has no significant financial assets and liabilities with floating interest
rates. Balances with the NBC and deposits and placements with banks have fixed
interest rates for the respective period of the deposits; placements and loans to
customers have fixed interest rates based on outstanding balance over the agreed
terms.
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21.

21.3

21.4

FINANCIAL RISK MANAGEMENT (continued)
Liquidity risk

Liquidity risk is the risk that the Company is unable to meet its payment obligations
associated with its financial liabilities when they fall due and to replace funds when they are
withdrawn. The consequence of this may be the failure to meet obligations to repay
depositors and fulfill commitments to lend.

Management monitors balance sheet liquidity and manages the concentration and profile of
debt maturities. Monitoring and reporting take the form of the daily cash position and
projection for the next day, week and month respectively, as these are key periods for
liquidity management. Management monitors the movements of the main depositors and
projection of their withdrawals.

Note 22 presents an analysis of the assets and liabilities of the Company by relevant
maturity based on the remaining period at the balance sheet date to the contractual or
estimated maturity dates.

Fair value of financial assets and liabilities

Fair value represents the amount at which an asset could be exchanged or a liability settled
on an arms-length basis. As verifiable market prices are not available, market prices are not
available for a significant proportion of the Company’s financial assets and liabilities. Fair
values, therefore, have been based on management assumptions according to the profile of
the asset and liability base. In the opinion of the management, the carrying amounts of the
financial assets and liabilities included in the balance sheet are a reasonable estimation of
their fair values. In making this assessment, management assumes that loans to customers
are mainly held to maturity with their fair value equal to their book value adjusted for
provision for loan losses, if any.
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22.

LIQUIDITY RISK

As at 31 December 2014
Financial assets

Cash on hand

Balances with the NBC

Deposits and placements with banks
Loans to customers

Other assets
Total financial assets
Financial liabilities

Accounts payable and accrued
expenses

Deposits from customers
Borrowings

Total financial liabilities

Net liquidity surplus (gap)

No fixed

Up to >1to 3 >31t0 12 >1to5 maturity
1 month months months years Over 5 years date Total
KHR KHR KHR KHR KHR KHR KHR
54,942 - - - - - 54,942
7,637 - - - - 241,703 249,340
2,517,561 2,532,584 2,037,500 - - 7,087,645
281,208 2,993,774 25,904,122 997,794 - 109,781 30,286,679
1,360,408 130,812 37,200 525,528 - 579,493 2,633,441
4,221,756 3,124,586 28,473,906 3,560,822 - 930,977 40,312,047
1,316,634 - - - - - 1,316,634
174,713 625,400 891,038 9,917 551,230 2,252,298
625,360 3,435,595 11,976,105 11,669,561 - - 27,706,621
2,116,707 4,060,995 12,867,143 11,679,478 - 551,230 31,275,553
2,105,049 (936,409) 15,606,763  (8,118,656) - 379,747 9,036,494
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22.

23.

LIQUIDITY RISK (continued)

As at 31 December 2013
Financial assets

Cash on hand

Balances with the NBC

Deposits and placements with banks
Loans to customers

Other assets

Total financial assets

Financial liabilities

Accounts payable and accrued
expenses

Deposits from customers

Borrowings
Total financial liabilities

Net liquidity surplus (gap)

SUBSEQUENT EVENTS

Up to >1t03 >31t0 12 No fixed
1 month months months >1to5years Over5years maturity date Total
uUss$ uUs$ uUs$ uUs$ UsS$ US$ Uss
74,503 - - - - - 74,503
3,205,046 - - - - - 3,205,046
518,727 - - - - - 518,727
281,545 4,105,842 20,276,450 458,377 - 29,731 25,151,945
724,908 - - - - - 724,908
4,804,729 4,105,842 20,276,450 458,377 - 29,731 29,675,129
1,039,924 - - - - - 1,039,924
18,741 48,196 933,912 2,464,846 - - 3,465,695
579,623 - 7,945,093 10,756,091 50,964 - 19,331,771
1,638,288 48,196 8,879,005 13,220,937 50,964 - 23,837,390
3,166,441 4,057,646 11,397,445 (12,762,560) (50,964) 29,731 5,837,739

Other than as disclosed elsewhere in these financial statements, at the date of this report, there were no events, which occurred subsequent to
31 December 2014 that had significant impact on the financial position of the Company as at 31 December 2014.
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FOR USE BY THE NATIONAL BANK OF CAMBODIA ONLY

Supplementary financial information and other disclosures
required by the National Bank of Cambodia

Ratio and information contained in this section have been extracted from the data and information
contained in the audited financial statements for the year ended 31 December 2014.
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Chamroeun Microfinance Limited

SUPPLEMENTARY FINANCIAL INFORMATION AND OTHER DISCLOSURES REQUIRED BY
THE NATIONAL BANK OF CAMBODIA (continued)
as at 31 December 2014 and for the year then ended

LIMITATION

This supplementary financial information is prepared by management of CHAMROEUN
MICROFINANCE LIMITED (“the Company”) solely for the use of the National Bank of Cambodia. It
is not to be used for any other purpose without written consent of the directors or management of
the Company.

The computations included herein which were made according to the definitions of the relevant
Prakas and applicable notices set out in the respective schedules form an integral part of, and
should be read in conjunction with the supplementary financial information.



Chamroeun Microfinance Limited

SUPPLEMENTARY FINANCIAL INFORMATION AND OTHER DISCLOSURES REQUIRED BY

THE NATIONAL BANK OF CAMBODIA (continued)
as at 31 December 2014 and for the year then ended

NET WORTH

In accordance with Prakas No. B7-07-132 dated 27 August 2007, the Company’s net worth is

calculated as follows:

Section A

Capital

Share premium

Reserves other than revaluation reserves
Retained earnings

Audited net (loss) profit for the year

Section B

Shareholders, directors, managers and next of unpaid
portion of capital, advance, loans, security and agreement of
the persons concerned

Section C - Base net worth (A - B)

Section D
Subordinated debt

Section E

Company's net worth (C + D - E)

2014 2013
KHR’000 KHR’000
4,834,050 4,834,050
549,956 549,956
49,455 49,455
1,475,548 1,102,062
(281,579) 373,485
6,627,430 6,909,008
86,287 78,894
6,541,143 6,830,114
2,046,086 -
8,587,229 6,830,114




Chamroeun Microfinance Limited

SUPPLEMENTARY FINANCIAL INFORMATION AND OTHER DISCLOSURES REQUIRED BY

THE NATIONAL BANK OF CAMBODIA (continued)
as at 31 December 2014 and for the year then ended

LIQUIDITY RATIO

In accordance with Prakas No. B7-00-06 dated 11 January 2000, the Company is required at all

times to maintain a liquidity ratio of at least 100%.

The liquidity ratio calculations of the Company are as follows:

2014 2013
KHR’000 KHR'000
Numerator

Cash on hand 54,942 74,503
Deposits with NBC (excluding capital guarantee deposit) 7,637 3,205,047
Deposits with banks 7,087,645 518,727
Portion of lending to customers up to one month 281,208 282,019
7,431,432 4,080,296

Denominator
Voluntary deposits at 25% - -
Liquidity ratio - Numerator/Denominator 100% 100%




Chamroeun Microfinance Limited

SUPPLEMENTARY FINANCIAL INFORMATION AND OTHER DISCLOSURES REQUIRED BY
THE NATIONAL BANK OF CAMBODIA (continued)
as at 31 December 2014 and for the year then ended

SOLVENCY RATIO

In accordance with Prakas No. B7-07-133 dated 27 August 2007, the Company shall observe a
solvency ratio, which is the ratio of net worth to aggregate asset risk exposures, of not less than

15%.

The solvency ratio calculations of the Company are as follows:

Numerator
Net worth
Denominator

Cash
Claims on NBC
Other assets

Total risk-weighted assets

Solvency ratio - Numerator/ Denominator

Weighting

0%
0%
100%

2014 2013
KHR’000 KHR’000
8,587,229 6,830,114
39,775,040 27,522,902
39,775,040 27,522,902
22% 25%




Chamroeun Microfinance Limited

SUPPLEMENTARY FINANCIAL INFORMATION AND OTHER DISCLOSURES REQUIRED BY

THE NATIONAL BANK OF CAMBODIA (continued)
as at 31 December 2014 and for the year then ended

LOAN CLASSIFICATION AND ALLOWANCE FOR LOSSES ON LOANS TO CUSTOMERS

In accordance with Prakas No. B7-02-186 dated 13 September 2002, the Company shall classify its
loan portfolio and off-balance sheet commitments into four classes defined as standard,
substandard, doubtful and loss. The mandatory level of specific allowance for losses on loans and
advances is provided depending on the loan classification.

The loan classification and allowance for losses on loans to customers are as follows:

As at 31 December 2014

Loans to customers
Standard
Substandard
Doubtful

Loss

Total

As at 31 December 2013

Loans to customers
Standard
Substandard
Doubtful

Loss

Total

KHR’000

30,239,666
20,444
12,294

149,017

30,421,421

KHR’000

25,117,301
26,945
14,848
40,597

25,199,691

%

0%
10%
30%

100%

%

0%
10%
30%

100%

VI

Allowance Allowance
per NBC per Company Difference
KHR’000 KHR’000 KHR’000
2,044 2,044 -
3,688 3,688 -
149,018 149,018 -
154,750 154,750 -

Allowance Allowance
per NBC per Company Difference
KHR’000 KHR’000 KHR’000
2,695 2,695 -
4,454 4,454 -
40,597 40,597 -
47,746 47,746 -




Chamroeun Microfinance Limited

SUPPLEMENTARY FINANCIAL INFORMATION AND OTHER DISCLOSURES REQUIRED BY
THE NATIONAL BANK OF CAMBODIA (continued)
as at 31 December 2014 and for the year then ended

OTHER INFORMATION AND PRUDENTIAL REGULATIONS REQUIRED BY THE CAMBODIAN
LAW ON BANKING AND FINANCIAL INSTITUTIONS
0] Minimum capital (Prakas No. B7-00-06 dated 11 January 2000)

The paid-up capital of the Company as at 31 December 2014 is KHR4,834,050,000 (2013:
US$ KHR4,834,050,000) which meets the current minimum capital requirement of
KHR250.00 million.

(i)  Net open position in foreign currency (NBC Prakas No. B7-07-134 dated 27 August 2007)
Net open position in foreign currencies in each foreign currency or overall net open position in
all foreign currencies, whether long or short, shall not exceed 20% of Company’s regulatory

net worth.

As at 31 December 2014, the Company is in compliance with the Prakas of net open position
in foreign currency.
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