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2012 2011
Note Riel ’000 Riel ’000

ASSETS
Cash on hand 4 175,321 23,773
Balances with the Central Bank 5 184,215 118,618
Balances with banks 6 3,356,299 3,771,423
Loans and advances to customers 7 20,260,650 12,973,728
Other assets 8 683,626 530,570
Property and equipment 9 210,486 203,465
Intangible assets 10 4,250 5,620

Total assets 24,874,847 17,627,197

LIABILITIES AND SHAREHOLDERS’ EQUITY

LIABILITIES
Compulsory savings from customers 11 5,579,922 3,523,506
Borrowings 12 13,160,474 8,977,400
Accruals and other liabilities 13 556,394 2,006,327
Current income tax liabilities 14 (a) 42,203 205,487
Total liabilities 19,338,993 14,712,720

SHAREHOLDERS’ EQUITY
Share capital 15 3,599,900 1,912,750
Share premiums 16 784,437 -
Legal reserves 17 30,781 -
Retained earnings 1,120,736 1,001,727
Total shareholders’ equity 5,535,854 2,914,477

Total liabilities and shareholders’ equity 24,874,847 17,627,197

The accompanying notes on pages 10 to 44 form an integral part of these financial statements.
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2012 2011
Note Riel ’000 Riel ’000

Interest income 18 6,580,689 4,440,507
Interest expense 19 (884,317) (479,224)

Net interest income 5,696,372 3,961,283

Grant income 20 57,684 153,928
Other operating income 21 566,021 466,469

Operating income 6,320,077 4,581,680

Commission expenses (1,241) (2,255)
Personnel expenses 22 (4,125,857) (2,407,498)
Operating and other expenses 23 (1,955,297) (1,503,242)
Provision for bad and doubtful loans 7 (5,092) (447)

Operating profit before income tax 232,590 668,238

Income tax expense 14 (b) (82,800) (202,412)

Net profit for the year 149,790 465,826

The accompanying notes on pages 10 to 44 form an integral part of these financial statements.
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Share Share Legal Retained
capital premiums Reserves earnings Total

Note Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000

Balance as at 1 January 2011 1,912,750 - - 535,901 2,448,651
Net profit for the year - - - 465,826 465,826

Balance as at 31 December 2011 1,912,750 - - 1,001,727 2,914,477

Balance as at 1 January 2012 1,912,750 - - 1,001,727 2,914,477
Capital injection 15,16 1,687,150 784,437 - - 2,471,587
Net profit for the year - - - 149,790 149,790
Transfer to legal reserves 17 - - 30,781 (30,781) -

Balance as at 31 December 2012 15 3,599,900 784,437 30,781 1,120,736 5,535,854

The accompanying notes on pages 10 to 44 form an integral part of these financial statements.
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2012 2011
Notes Riel ’000 Riel ’000

Cash flows from operating activities
Net cash used in operating activities 24 (6,294,267) (3,900,029)

Cash flows from investing activities
Purchases of property and equipment 9 (113,956) (236,439)
Purchases of intangible assets 10 (1,998) -
Proceeds from disposals of property and equipment - 612
Net cash used in investing activities (115,954) (235,827)

Cash flows from financing activities
Proceeds from borrowings 6,963,791 7,727,890
Repayments of borrowings (2,780,717) (1,860,035)
Repayments of amount due to shareholders - (494,534)
Proceeds from issuance of share capital 15,16 2,471,587 -
Net cash generated from financing activities 6,654,661 5,373,321

Net increase in cash and cash equivalents 244,440 1,237,465

Cash and cash equivalents at the beginning of the year 2,039,387 801,922

Cash and cash equivalents at the end of the year 25 2,283,827 2,039,387

The accompanying notes on pages 10 to 44 form an integral part of these financial statements.
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1. BACKGROUND INFORMATION

On 03 July 2006, Entrepreneurs du Monde (“EdM”), an international French NGO, signed a
Memorandum of Understanding with the Ministry of Foreign Affairs of Cambodia to establish
a programme called “Chamroeun Microfinance Service” (“the Programme”) to play a vital role
in providing financial services and non financial services that provide supporting to financial
services to families in urban depressed areas in Phnom Penh city. On 25 June 2007, EdM
obtained a cooperation letter from Phnom Penh Municipality to allow the Programme to
operate its activities in Phnom Penh.

The Programme obtained a certificate from the Ministry of Commerce as a limited liability
company hereunder referred to as Chamroeun Microfinance Limited (“the Company”) under
the registration number Co. 5613/09E, dated 02 February 2009. In March 2009, the
Company received a Certificate for Registration as a Rural Credit Operator from the National
Bank of Cambodia (“the Central Bank”). On 03 August 2011, the Company received a
license from the Central Bank which allows the Company to conduct business as a
Microfinance Institution.

The Company as a micro-finance institution continues to be primarily an urban-based credit
and savings institution with fourteen main branches, seven district offices, fourteen satellites
offices and a head office in Phnom Penh. The Company’s corporate focus is to provide
reliable and affordable access to financial services to poor micro-entrepreneurs in urban
areas and in the vicinity of Phnom Penh and provinces.

The Company’s head office is at No. 42D, Street 320, Boeung Keng Kang III, Chamkar Morn,
Phnom Penh, the Kingdom of Cambodia.

The financial statements were approved for issue by the Board of Directors on 12 April 2012.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements
are set out below. These policies have been consistently applied to all the years presented,
unless otherwise stated.

2.1 Basis of preparation

The financial statements of the Company, which are expressed in Khmer Riel (“Riel”), have
been prepared under the historical cost convention and drawn up in accordance with
Cambodian Accounting Standards (CAS) and the guidelines issued by the Central Bank. In
applying CAS, the Company also applies CFRS 7: Financial Instruments: Disclosures.

The accounting principles applied may differ from generally accepted accounting principles
adopted in other countries and jurisdictions. The accompanying financial statements are
therefore not intended to present the financial position, financial performance and cash flows
in accordance with jurisdictions other than the Kingdom of Cambodia. Consequently, these
financial statements are only addressed to those who are informed about Cambodian
accounting principles, procedures and practices.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

The preparation of financial statements in accordance with Cambodian Accounting
Standards requires the use of estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of financial
statements and the reported amounts of revenues and expenses during the reporting period.
Although these estimates are based on management’s best knowledge of current event and
actions, actual results ultimately may differ from those estimates. The areas involving a
higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in Note 3.

2.2 Change in financial reporting framework

On 28 August 2009, the National Accounting Council of the Ministry of Economy and Finance
announced the adoption of Cambodian International Financial Reporting Standards (CIFRS)
which are based on all standards published by International Accounting Standard Board
(IASB) including other interpretation and amendment that may occur in any circumstances to
each standard by adding “Cambodian”. Public accountable entities shall prepare their
financial statements in accordance with CIFRS for accounting period beginning on or after 1
January 2012.

The National Accounting Council of the Ministry of Economy and Finance through Circular
No. 086 MoEF.NAC dated 30 July 2012 approves banks and financial institutions to delay
adoption of CIFRS until the periods beginning on or after 1 January 2016.

The first financial statement of the Company which will be prepared under CIFRS is the year
ending 31 December 2016. CAS, the current accounting standard used, is different to CIFRS
in many areas. Hence, the adoption of CIFRS will have significant impact on the financial
statements of the Company.

2.3 Basis of aggregation

The financial statements include the financial statements of the Company’s head office and
its branches within Cambodia. On aggregation of balances, all significant inter-branch
balances and transactions are eliminated in full.

2.4 Foreign currency translation

(i) Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency
of the primary economic environment in which the Company operates (‘the functional
currency’). The Company maintains its accounting records and its financial statements in
Riel, the Company’s functional currency. The functional currency is Riel because of the
significant influence of the Riel on its operations. The financial statements are presented in
Riel, which is the Company’s functional and presentation currency.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.4 Foreign currency translation (continued)

(ii) Transactions and balances

Transactions in currencies other than Riel, the functional and presentation currency are
translated into Riel at the exchange rates prevailing at the dates of transactions. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in
currencies other than Riel, are recognised in the income statement.

2.5 Cash and cash equivalents

Cash and cash equivalents includes cash on hand, unrestricted balances with the Central
Bank, and balances with banks, and other short-term highly liquid investments with original
maturities of three months or less where the Company has full ability to withdraw for general
purpose whenever needed.

2.6 Loans to customers

Loans to customers are stated in the balance sheet at the amount of principal outstanding
less any amounts written off and provision for doubtful loans to reflect the estimated
recoverable amount.

Loans are written off when there is no realistic prospect of recovery. Recovery of previously
written-off loans to customers is recognised in the income statement.

2.7 Provision for bad and doubtful loans

The Company follows the mandatory credit classification and provisioning as required by
Prakas B7-02-186 dated 13 September 2002 for licensed micro financial institutions. The
Prakas requires microfinance institutions to classify their loan portfolio into the following four
classes and ensure that the minimum mandatory level of specific provisioning is provided:

Classification Number of days past due Provision

Short term loan (less than one year):
Standard 0 - 30 days 0%
Substandard 31 - 60 days 10%
Doubtful 61 - 90 days 30%
Loss Over 90 days 100%

Long term loan (more than one year):
Standard 0 - 30 days 0%
Substandard 31 - 180 days 10%
Doubtful 181 - 360 days 30%
Loss Over 360 days 100%

The provision is calculated as a percentage of the loans outstanding at the time the loan is
classified and is charged as expense in the income statement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.8 Property and equipment

Items of property and equipment are recorded at cost less accumulated depreciation and any
accumulated impairment losses. Historical cost includes expenditure that is directly
attributable to bringing the assets to the location and condition necessary for it to be capable
of operating in the manner intended by management.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Company and the cost of the item can be measured reliably. The
carrying amount of the replaced part is derecognised. All other repairs and maintenance are
charged to the income statement during the financial year in which they are incurred.

Depreciation of property and equipment is charged to the income statement on a declining
balance method at the following annual rates:

Annual rate Method
Motor vehicles 25% Declining
Furniture, fixtures and equipments 25% Declining
Computers 50% Declining

The assets’ residual values and useful lives are reviewed, and adjusted prospectively if
appropriate, if there is an indication of a significant change since the last reporting date.

An asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying
amount and are recognised in the income statement.

2.9 Intangible assets

Intangible assets, which comprise acquired computer software licenses and related costs,
are stated at cost less accumulated amortisation and impairment loss. Acquired computer
software licenses are capitalised on the basis of the cost incurred to acquire the specific
software and bring it to use. Intangible assets are amortised on a straight-line basis at the
rate of 25% per annum.

Costs associated with maintaining computer software are recognised as an expense when
incurred.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.10 Impairment of non-financial assets

Assets that are subject to amortisation or depreciation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use.

Any impairment loss is charged to income statement in the year in which it arises. Reversal
of impairment loss is recognised in the income statement to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been determined, net
of depreciation and amortisation, had no impairment loss been recognised.

2.11 Borrowings

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

2.12 Provisions

A provision is recognised in the balance sheet when the Company has a legal or constructive
obligation as a result of a past event, and it is probable that an outflow of economic benefits
will be required to settle the obligation; and the amount has been reliably estimated.

When there are a number of similar obligations, the likelihood that an outflow will be required
in settlement is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to
settle the obligation using a pre-tax rate that reflects current market assessments of the time
value of money and the risks specific to the obligation. The increase in the provision due to
passage of time is recognised as interest expense.

2.13 Income tax

(a) Current income tax

The current income tax, recognised in the income statement, is calculated on the basis of the
tax laws enacted or substantively enacted at the balance sheet date in the Kingdom of
Cambodia where the Company operates and generates taxable income.

(b) Deferred income tax

Deferred income tax is provided using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial
statements. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantially enacted by the balance sheet date and are expected to apply when
the related deferred income tax asset is realised or the deferred income tax liability is settled.
Deferred income taxes are calculated using a principal tax rate of 20%.



CHAMROEUN MICROFINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

15

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.13 Income tax (continued)

(b) Deferred income tax (continued)

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset
current tax liabilities and assets, and they related to income taxes levied by the same tax
authority on the same taxable entity.

Deferred income tax assets are recognised only to the extent that it is probable that future
taxable profit will be available against which the temporary differences can be utilised.
Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it
is no longer probable that the related tax benefit will be realised.

2.14 Interest income and expense recognition

Interest income earned on loans is recognised on an accrual basis taking into consideration
the principal amount of loans outstanding. When a loan becomes non-performing, the
recording of interest as income is suspended until it is realised on a cash basis.

Interest expenses on compulsory savings and borrowings are recognised in the income
statement on an accrual basis.

2.15 Fee and commission income

Fee and commission income is recognised on an accrual basis when the service has been
provided. Fee and commission income comprise income received from loan processing fees
which are recognised as income when loan is disbursed.

2.16 Grants

Grants are recognised as income in the income statement when received and conditions
attached to the grants were fulfilled.

2.17 Related party transactions

Parties are considered to be related if one party 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 where the Company and the other 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.

In accordance with the Law on Banking and Financial Institutions, related parties are defined
as parties who hold, directly or indirectly, at least 10% of the capital of the Company or voting
rights and include any individual who participates in the administration, direction,
management or internal control of the Company.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.18 Legal reserves

In accordance with the Articles of Incorporation, the Company is required to transfer 5% of its
net profit after deduction of prior years’ losses to the legal reserve. Such transfer shall cease
when the total legal reserve reach 10% of the registered share capital of the Company.

2.19 Operating leases

Operating leases in which a significant portion of the risks and rewards of ownership are
retained by the lessor are classified as operating leases. Payments made under operating
leases (net of any incentives received from the lessor) are charged to the income statement
on a straight-line basis over the period of the lease.

3. CRITICAL ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGEMENTS

Estimates, assumptions and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. The Company makes estimates, assumptions and
judgements concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates, assumptions and judgements that
have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below.

a) Taxation

Taxes are calculated on the basis of current interpretation of the tax regulations. However,
these regulations are subject to periodic variation and the ultimate determination of tax
expense will be made following inspection by the tax authorities. Where the final tax outcome
of these matters is different from the amounts that were initially recorded, such differences
will impact the tax provisions in the period in which such determination is made.

(b) Impairment losses on loans to customers

The Company follows the credit classification and provisioning in accordance with Prakas
No. B7-02-186 dated 13 September 2002 on the classification and provisioning for bad and
doubtful debts for licensed microfinance institutions. The Central Bank requires microfinance
institutions to classify their loan portfolios into four classes and ensure that the minimum
mandatory level of specific provision is made depending on the classification concerned and
regardless of the assets (except for cash) pledged as collateral. For the purpose of loan
classification, it requires to take into account the borrower’s historical payment experience
and financial condition.
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4. CASH ON HAND

2012
Riel ‘000

2011
Riel ‘000

Head office 46,785 12,189
Branches 128,536 11,584

175,321 23,773

5. BALANCES WITH THE CENTRAL BANK

2012
Riel ‘000

2011
Riel ‘000

Current accounts 4,220 1,000
Statutory capital deposit (i) 179,995 117,618

184,215 118,618

(i) Statutory capital deposit

In compliance with Prakas B7-06-209 dated 13 September 2006 on the Licensed
Microfinance Institutions, the Company is required to maintain a statutory capital deposit with
the Central Bank of 5% of registered capital. This deposit is refundable should the Company
voluntarily liquidate.

(ii) Interest rates

The statutory capital deposit in Riel earns interest at 0.5% per annum (2011: 0.5%).

6. BALANCES WITH BANKS

2012 2011
Riel ’000 Riel ’000

Current accounts 1,943,673 1,892,084
Savings accounts 160,613 122,530
Term deposits 1,252,013 1,756,809

3,356,299 3,771,423

Current accounts are non-interest bearing. Interest rates on its savings accounts are ranging
from 1.2% to 1.3% per annum (2011: from 1.2% to 1.3% per annum). Interest rate on term
deposits is ranging from 4.75% to 5% per annum (2011: from 3% to 5% per annum),
depending on the term and amount.
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7. LOANS AND ADVANCES TO CUSTOMERS

All loans and advances to customers presented below are of fixed terms.

2012 2011
Riel ’000 Riel ’000

Chamroeun loans 6,125,409 4,419,722
Entrepreneur loans 10,179,063 6,115,585
Social emergency loans 1,134 1,766
Developing loans 3,590,764 2,134,438
Staff loans 372,133 308,021

20,268,503 12,979,532

Provision for bad and doubtful loans
- Specific provision (7,853) (5,804)

20,260,650 12,973,728

The movements in provision for bad and doubtful loans to customers are as follows:

2012 2011
Riel ’000 Riel ’000

At the beginning of year 5,804 11,539
Provision for bad and doubtful loans 5,092 447
Loans written off during the year (3,043) (6,182)

At the end of year 7,853 5,804

The loans (gross) to customers are analysed as follows:

(a) By maturity:

2012 2011
Riel ’000 Riel ’000

No later than1 month 206,927 120,519
Later than 1 month and no later than 3 months 1,715,243 1,109,190
Later than 3 months and no later than 12 months 18,100,590 11,514,347
Later than 12 months 245,743 235,476

20,268,503 12,979,532
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7. LOANS AND ADVANCES TO CUSTOMERS (continued)

(b) By currency:

2012 2011
Riel ’000 Riel ’000

Khmer Riel 20,268,503 12,979,532

20,268,503 12,979,532

(c) By economic sector:

2012 2011
Riel ’000 Riel ’000

Trade and commerce 11,411,184 7,217,232
Agriculture 5,239,135 1,998,299
Services 2,318,446 1,666,835
Transportation 516,104 1,191,284
Household/family 377,652 58,833
Construction 346,312 286,954
Other categories 59,670 560,095

20,268,503 12,979,532

(d) By relationship:

2012 2011
Riel ’000 Riel ’000

External customers 19,896,370 12,671,511
Staff loans 302,145 198,441
Management loans 69,988 109,580

20,268,503 12,979,532

(e) By interest rate (per annum):

2012 2011
% %

Staff loans 9.6% - 12% 9.6% - 12%
External customers

Entrepreneur loan 39% - 42% 39% - 42%
Chamroeun loans 42% - 45% 45% - 48%
Social emergency loans 24% 24%
Developing loans 30% - 36% 30% - 36%
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7. LOANS AND ADVANCES TO CUSTOMERS (continued)

(f) By location:

2012 2011
Riel ’000 Riel ’000

Phnom Penh 4,942,170 4,691,509
Kandal 4,542,609 3,116,512
Kampong Cham 2,033,188 1,095,633
Siem Reap 1,508,087 1,043,147
Battambang 1,488,913 1,047,620
Kompong Thom 1,463,759 401,029
Banteay Meanchey 1,065,965 774,383
Kompong Speu 975,645 407,890
Takeo 921,832 -
Kampot 620,489 -
Kompong Chhang 277,164 93,788
Prey Veng 51,911 -
Kep 4,638 -
Head Office 372,133 308,021

20,268,503 12,979,532

(g) By performance:

2012 2011
Riel ’000 Riel ’000

Staff loans - -
External customers

Standard Loans 20,259,258 12,973,067
Sub-Standard Loans 627 734
Doubtful Loans 1,183 -
Loss Loans 7,435 5,731

20,268,503 12,979,532

8. OTHER ASSETS

2012 2011
Riel ’000 Riel ’000

Accrued interest receivable 449,413 310,446
Prepayments and deposits 228,873 220,124
Other receivable 5,340 -

683,626 530,570
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9. PROPERTY AND EQUIPMENT

Motor
Vehicles

Office
Supplies &

Furniture
Computer
Hardware Total

Riel ’000 Riel ’000 Riel ’000 Riel ’000

At 1 January 2011
Cost 6,894 25,862 123,454 156,210
Accumulated depreciation (4,797) (11,101) (86,510) (102,408)

Net book amount 2,097 14,761 36,944 53,802

Year ended 31 December 2011
Opening net book amount 2,097 14,761 36,944 53,802
Additions 138,580 22,907 74,952 236,439
Disposals - net (1,692) - - (1,692)
Depreciation charge (34,535) (6,827) (43,722) (85,084)
Closing net book amount 104,450 30,841 68,174 203,465

At 31 December 2011
Cost 138,583 48,769 198,406 385,758
Accumulated depreciation (34,133) (17,928) (130,232) (182,293)

Net book amount 104,450 30,841 68,174 203,465

Year ended 31 December 2012
Opening net book amount 104,450 30,841 68,174 203,465
Additions 7,227 33,100 73,629 113,956
Disposals - net - - (2,084) (2,084)
Depreciation charge (27,618) (14,260) (62,973) (104,851)
Closing net book amount 84,059 49,681 76,746 210,486

At 31 December 2012
Cost 145,810 81,869 231,877 459,556
Accumulated depreciation (61,751) (32,188) (155,131) (249,070)

Net book amount 84,059 49,681 76,746 210,486
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10. INTANGIBLE ASSETS

Software
License Total

Riel ’000 Riel ’000

At 1 January 2011
Cost 71,275 71,275
Accumulated depreciation (56,793) (56,793)

Net book amount 14,482 14,482

Year ended 31 December 2011
Opening net book amount 14,482 14,482
Additions - -
Disposal - net - -
Amortisation charge (8,862) (8,862)
Closing net book amount 5,620 5,620

At 31 December 2011
Cost 71,275 71,275
Accumulated amortisation (65,655) (65,655)

Net book amount 5,620 5,620

Year ended 31 December 2012
Opening net book amount 5,620 5,620
Additions 1,998 1,998
Disposal - net - -
Amortisation charge (3,368) (3,368)

Closing net book amount 4,250 4,250

At 31 December 2012
Cost 73,273 73,273
Accumulated amortisation (69,023) (69,023)

Net book amount 4,250 4,250
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11. COMPULSORY SAVINGS FROM CUSTOMERS

2012 2011
Riel ’000 Riel ’000

Compulsory saving (***) 5,161,105 -
Capital Build Up (CBU) (**) 418,817 1,838,976
Loan Capital Build Up (LCBU) (*) - 1,684,530

5,579,922 3,523,506

(*) Loan Capital Build Up (“LCBU”) – These savings are compulsory as required by the
Company for loan disbursements and bear no interest. The amount of LCBU is
equivalent to 15% of principal of loan disbursed to customer, and it is paid partially at
each instalment as stated in loan schedule paper. These LCBU savings are transferred
to the Capital Build Up (“CBU”) account at the end of the loan cycle.

(**) Capital Build Up (“CBU”) – These savings are compulsory and not refunded to
customers at the end of the loan cycle. After the first cycle of loan, LCBU is transferred
into CBU of the existing customers and the CBU carries interest rates ranged from 2% to
4.5% per annum. The Company has taken steps to return all CBU savings to customers
gradually.

(***) Compulsory saving – In accordance with the amendment to the internal policy made on
19 December 2011, the compulsory saving was introduced to replace CBU and LCBU.
Compulsory saving collection methodology is the same to LCBU, except it’s not transfer
to other account (“CBU”) as was the case with LCBU. These compulsory savings bear
interest at rates ranging from 2 % to 4.5% (2011: 2% to 4.5%) per annum.

12. BORROWINGS

2012 2011
Riel ’000 Riel ’000

Triple Jump 2,538,800 -
OikoCredit 2,000,000 -
Grameen Credit Agricole Microfinance Foundation 1,434,080 2,468,160
Foreign Trade Bank 1,260,000 1,760,000
responsAbility 1,997,500 1,756,965
Whole Planet Foundation 1,434,514 822,000
Entrepreneurs Du Monde 827,700 1,373,576
Microfinance Solidaire 650,210 215,440
Baby Loan 507,909 528,949
Société Financière de la Nef 456,901 -
Microfinance for Mother 52,860 52,310

13,160,474 8,977,400
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12. BORROWINGS (continued)

All borrowings are unsecured and bear fixed interest rates ranging from 0% to 12.25% (2011:
0% to 12%) per annum.

The borrowings by maturity are analysed as follows:

2012 2011
Riel ’000 Riel ’000

No later than 1 year 4,294,142 3,822,099
Later than 1 year and no later than 5 years 8,252,996 5,155,301
Later than 5 years 613,336 -

13,160,474 8,977,400

13. ACCRUALS AND OTHER LIABILITIES

2012 2011
Riel ’000 Riel ’000

Accrued interest payable 215,020 140,041
Withholding tax payable 154,985 121,958
Accrued incentive 4,348 66,520
Provision for 13th month bonus - 78,574
Advance capital received from shareholder (*) - 1,597,171
Other payables 182,041 2,063

556,394 2,006,327

(*) This advance from shareholder was to increase the Company’s share capital and subject
to the Central Bank’s approval. The Company obtained approval from Central Bank and the
amount was transferred to capital during the year as in note 15.
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14. TAXATION

(a) Current income tax liabilities

2012 2011
Riel ’000 Riel ’000

Balance at beginning of year 205,487 112,110
Income tax expense 82,800 202,412
Income tax paid (246,084) (109,035)

Balance at end of year 42,203 205,487

(b) Income tax expense

2012 2011
Riel ’000 Riel ’000

Current income tax 82,800 202,412

82,800 202,412

Income tax reconciliation:

Profit before income tax 232,590 668,238
Income tax using statutory rate (20%) 46,518 133,648
Effect of:
Temporary differences (27,861) 21,490
Non-deductible expenses 64,143 47,274

82,800 202,412

In accordance with Cambodian tax laws, the Company has an obligation to pay corporate
income tax in the form of either Tax on Profit at the rate of 20% of taxable profit or minimum
tax at 1% of turnover, whichever is higher.

(c) Other tax matters

The Company’s tax returns are subject to periodic examination by the General Department of
Taxation. Some areas of tax laws and regulations may be open to different interpretation;
therefore, the tax amounts reported in the financial statements could be changed at a later
date upon final determination by the General Department of Taxation.



CHAMROEUN MICROFINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

26

15. SHARE CAPITAL

The details of shareholding are as follows:

Entrepren
eurs Du
Monde

Micro-
finance

Solidaire

Humbert
Garreau

de Labarre

Grameen
Credit

Agricole
Microfinance

Foundation

Mrs.
Sophanie

Dulac

Chamroeun
Staff

Association Total
Riel ‘000 Riel ‘000 Riel ‘000 Riel ‘000 Riel ‘000 Riel ‘000 Riel ‘000

As at 1 January 2011 1,343,950 527,800 41,000 - - - 1,912,750

Total share capital as at 31 December 2011 1,343,950 527,800 41,000 - - - 1,912,750
Total number of share capital as at 31 December

2011 26,879 10,556 820 - - - 38,255

As at 1 January 2012 1,343,950 527,800 41,000 - - - 1,912,750
Capital paid up during the year 262,600 177,000 29,400 550,000 550,000 118,150 1,687,150

Total share capital as at 31 December 2012 1,606,550 704,800 70,400 550,000 550,000 118,150 3,599,900
Total number of share capital as at 31 December

2012 32,131 14,096 1,408 11,000 11,000 2,363 71,998

Amount of registered paid-up share capital 1,606,550 704,800 70,400 550,000 550,000 118,150 3,599,900
Number of registered share capital (shares) 32,131 14,096 1,408 11,000 11,000 2,363 71,998
Percentage 45% 20% 2% 15% 15% 3% 100%

During the year, the Company obtained an approval from the Central Bank to increase the share capital from 1,912,750 thousand riel to 3,599,900
thousand riel which was approved in the shareholders’ resolution since prior year.
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15. SHARE CAPITAL (continued)

2012 2011
% of Number of % of Number of

Shareholders ownership shares ownership shares

Entrepreneurs Du Monde 45% 32,131 70% 26,879
Microfinance Solidaire 20% 14,096 28% 10,556
Grameen Credit Agricole

Microfinance Foundation 15% 11,000 0% -
Mrs. Sophanie Dulac 15% 11,000 0% -
Chamroeun Staff Association 3% 2,363 0% -
Humbert Garreau de Labarre 2% 1,408 2% 820

100% 71,998 100% 38,255

16. SHARE PREMIUM

Base on the Board resolution on 1st September 2011, shareholders, except Chamroeun Staff
Association, are required to pay share premium of 24,998 riels for each new share issued.

The details of share premium are as follows:

Number of Total
Shareholders New Shares Premium

Issued Riel '000

Grameen Credit Agricole Microfinance Foundation 11,000 274,978
Mrs. Sophanie Dulac 11,000 274,978
Entrepreneurs Du Monde 5,252 131,289
Microfinance Solidaire 3,540 88,493
Humbert Garreau de Labarre 588 14,699

31,380 784,437

17. LEGAL RESERVES

In accordance with the Articles of Incorporation, the Company is required to transfer 5% of its
net profit after deduction of prior years’ losses to the legal reserves. Such transfer shall
cease when the total legal reserves reach 10% of the registered share capital of the
Company.

Net profit for
the year

Legal
reserve

Riel ’000 Riel ’000

2011 465,826 23,291
2012 149,790 7,490

615,616 30,781
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18. INTEREST INCOME

2012 2011
Riel '000 Riel '000

Loans and advances to customers 6,510,693 4,407,782
Balances with banks 69,996 32,725

6,580,689 4,440,507

19. INTEREST EXPENSES

2012 2011
Riel '000 Riel '000

Borrowings 767,557 434,780
Compulsory savings from customers 116,760 44,444

884,317 479,224

20. GRANT INCOME

2012 2011
Riel '000 Riel '000

Grant income for investments - 26,140
Grants income for operation (a) 57,684 127,788

57,684 153,928

(a) The amount represents the unconditional grant received from the followings:

2012 2011
Riel '000 Riel '000

Grameen Credit Agricole Microfinance Foundation 57,684 54,490
Don Boule de Neige - 58,530
Pour un Sourire d'Enfant - 14,768

57,684 127,788
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21. OTHER OPERATING INCOME

2012 2011
Riel '000 Riel '000

Non-interest income (*) 727,503 534,069
Foreign exchange gains 170,650 -
Other income 7,279 7,024

905,432 541,093

Foreign exchange losses (339,411) (74,624)

566,021 466,469

(*) Non-interest income includes sales of passbooks, loan processing fees and fees from
training courses and others.

22. PERSONNEL EXPENSES

2012 2011
Riel '000 Riel '000

Salaries and wages (*) 3,139,681 1,589,946
Vehicle related allowances 404,497 271,966
Bonuses 368,024 231,507
Training expenses 71,979 58,040
Staff uniforms 36,854 51,913
Incentive 25,838 139,830
Insurance 14,762 22,245
Medical benefits 11,446 5,593
Other staff benefits 52,776 36,458

4,125,857 2,407,498

(*) On 28 April 2012, the Board of Directors approved the bonus allocation amounting to
69,874,300 Riel, being 15% of net profit for the year ended 31 December 2011, to
Chamroeun Staff Association (“the Association” or “CSA”). The Association
subsequently distributed the funds to each staff who are the members of the
Association. This bonus allocation was to enable staff who are the members of the
Association to purchase share in the Company as disclosed in note 15.
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23. OPERATING AND OTHER EXPENSES

2012 2011
Riel '000 Riel '000

Occupancy expenses 591,137 413,340
Office expenses 332,879 350,258
Professional fee 282,459 150,261
Tax and other fee 210,952 189,140
Depreciation and amortisation 108,219 93,946
Travel and transportation expenses 102,815 71,889
Seminar and workshop 51,637 39,306
Banking charge 48,685 56,409
Security expenses 34,461 13,067
Fuel expenses 31,674 18,901
Other training expenses 10,436 17,413
Repair and maintenance expenses 7,540 2,948
Loss on disposal of fixed assets 2,084 1,080
Other general and admin expenses 140,319 85,284

1,955,297 1,503,242

24. NET CASH USED IN OPERATING ACTIVITIES

2012 2011
Riel ’000 Riel ’000

Profit before income tax 232,590 668,238
Adjustments for:

Depreciation and amortisation 108,219 93,946
Provision for bad and doubtful loans 5,092 447
Loss on disposal of fixed assets 2,084 1,080
Interest income (6,580,689) (4,440,507)
Interest expenses 884,317 479,224

(5,348,387) (3,197,572)

Changes in working capital:
Statutory capital deposit (62,377) (117,618)
Balances with other banks 504,796 (1,756,809)
Loans and advance to customer (7,292,014) (6,183,131)
Other assets (15,796) (32,327)
Compulsory savings 2,056,416 1,785,601
Accruals and other liabilities (1,524,912) 1,836,298
Deferred grant income - (26,140)

(11,682,274) (7,691,698)

Interest received 6,443,429 4,286,057
Interest paid (809,338) (385,353)
Income tax paid (246,084) (109,035)

Net cash generated used in operating activities (6,294,267) (3,900,029)
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25. CASH AND CASH EQUIVALENTS

2012 2011
Riel ’000 Riel ’000

Cash on hand 175,321 23,773
Balances with the Central Bank - current accounts 4,220 1,000
Balances with banks matured not later than 3 months 2,104,286 2,014,614

2,283,827 2,039,387

26. COMMITMENTS AND CONTINGENCIES

a) Lease commitments

The Company leases various offices (usually one year period) under cancellable operating
lease agreements. The Company is required to give one month’s notice for the nullification of
these agreements. The lease expenses are charged to office rentals in the income statement
during the year.

b) Forward exchange contracts

The Company entered forward contracts for currency swap. Currency swaps represents
commitments to exchange one set of cash flows for another.

The commitment incur from the currency swap contracts is as follow:

2012 2011
Riel ’000 Riel ’000

Foreign exchange derivatives
Currency swaps 1,815,067 -

The currency-swap commitments mature not more than one year.
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27. RELATED PARTY TRANSACTIONS

a) Loans and advances to key management

Key management refer to all directors of the Company who make critical decisions in relation
to the strategic direction of the Company and senior management staff (including their close
family members).

2012 2011
Riel ’000 Riel ’000

Loans outstanding at 1 January 109,580 24,025
Loans issued during the year 328,933 480,280
Loans repayments during the year (368,525) (394,725)

Loans outstanding at 31 December 69,988 109,580

Interest income earned 35,055 7,907

Loans provided to key management of the Company have two-year repayment term and
bear interest rates ranging from 9.6% to 12% per annum.

b) Balance due to related parties

2012 2011
Riel ’000 Riel ’000

Shareholders:
Grameen Credit Agricole Microfinance Foundation (Note 12) 1,434,080 2,468,160
Entrepreneurs Du Monde (Note 12 and 13) 827,700 1,767,465
Microfinance Solidaire (Note 12 and 13) 650,210 480,933
Sophie Dulac (Note 12 and 13) - 824,978
Chamroeun Staff Association (Note 12 and 13) - 118,150

2,911,990 5,659,686

c) Other transactions with related parties

2012 2011
Riel ’000 Riel ’000

Shareholders:
Grant income from Grameen Credit Agricole Microfinance

Foundation 57,684 54,490
Rental income from Entrepreneurs Du Monde 4,841 5,687

d) Key management compensations

2012 2011
Riel ’000 Riel ’000

Key management
Salaries and short-term benefits 955,219 887,487
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29. FINANCIAL RISK MANAGEMENT

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

Carrying value
Riel '000 Riel '000

2012 2011
Financial assets
Cash on hand 175,321 23,773
Balances with the Central Bank 184,215 118,618
Balances with banks 3,356,299 3,771,423
Loans and advances to customers 20,260,650 12,973,728
Other assets 454,753 310,446

24,431,238 17,197,988
Financial liabilities
Compulsory savings from customers 5,579,922 3,523,506
Borrowings 13,160,474 8,977,400
Accruals and other liabilities 401,409 1,884,369

19,141,805 14,385,275

29.1 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 exposures arise principally in lending
activities that lead to loans to customers. Credit risks are managed and studied by the credit
assessment team before loans are disbursed to customers.

The lending activities are guided by the Company’s credit policy to ensure that the overall
objectives in the area of lending are achieved; i.e., that the loan portfolio is strong and
healthy and credit risks are well diversified. The credit policy documents the lending policy,
collateral policy, and credit approval processes and procedures implemented to ensure
compliance with the Central Bank’s guidelines.

(a) Credit risk measurement

The Company is exposed to credit risk primarily with respect to loans. Such risks are
monitored on a revolving basis and subject to annual follow-up visits. Exposure to credit risk
is managed through regular analysis of the ability of borrowers and potential borrowers to
meet interest and capital repayment obligations and by changing these lending limits where
appropriate. Loans are also provided to those borrowers that are deemed profitable.
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29. FINANCIAL RISK MANAGEMENT (continued)

29.1 Credit risk (continued)

(b) Risk limit control and mitigation policies

The Company operates and provides loans to individual customers or group loans
(developing loan) within the Kingdom of Cambodia. The Company manages, limits and
controls the concentration of credit risk whenever they are identified.

The Company employs a range of policies and practices to mitigate credit risk depending on
the credit products including co-signatures, witnesses, collateral, group liability, which is
common practice.

(c) Maximum exposure to credit risk before collateral held or other credit enhancements

Management believes that the Company’s maximum exposure to credit risk is limited to the
carrying amount of loans less provisions for bad and doubtful loans.

2012 2011
Riel ’000 Riel ’000

Credit exposure relating to on-balance sheet assets:
Balances with banks 3,356,299 3,771,423
Loans and advances to customers 20,260,650 12,973,728
Other assets 449,413 310,446

24,066,362 17,055,597

The above table represents a worst case scenario of credit risk exposure to the Company at
31 December 2012 and 31 December 2011, without taking account of any collateral held or
other credit enhancement attached. For on-balance sheet assets, the exposures set out
above are based on net carrying amounts.

As shown above, 84% of total maximum exposure is derived from loans to customers (2011:
76%).

Management is confident in its ability to continue to control and sustain minimal exposure of
credit risk to the Company resulting from its loans to customers on the following basis:

99% of the loans to customers are considered to be neither past due nor impaired
(2011: 99%); and
The Company has introduced a strict selection process for granting loans to customers.
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29. FINANCIAL RISK MANAGEMENT (continued)

29.1 Credit risk (continued)

(d) Loans and advances to customers

Loans and advances to customers are summarised as follows:

2012 2011
Riel ’000 Riel ’000

Loans to customers neither past due nor impaired 20,257,530 12,972,767
Loans to customers past due but not impaired 1,728 300
Loans to customers individually impaired 9,245 6,465
Gross amount 20,268,503 12,979,532

Less: Specific provision for loan losses (7,853) (5,804)

Net loans and advances to customers 20,260,650 12,973,728

Specific provision is provided in accordance with its accounting policies and the Central
Bank’s requirements. Loan ageing analysis is the basis for the loan provisioning.

For the purpose of loan provisioning, the expected recovery from collateral (except cash) is
not taken into consideration in accordance with the Central Bank’s requirements. The total
provision for bad and doubtful loans is Riel 7,853 thousand (2011: Riel 5,804 thousand),
which represents the mandatory provision required by the Central Bank for loan losses.

(i) Loans and advances to customers neither past due nor impaired

Loans to customers not past due are not considered impaired, unless other information is
available to indicate the contrary.

(ii) Loans and advances 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. Gross amount loans to customers that were
past due but not impaired were as follows:

2012
Riel ‘000

2011
Riel ‘000

Past due up to 30 days (*) 1,728 300

(*) Most of the customers’ collaterals are in the form of land or house title receipts (which are
not official land title deeds), as the Company generally issues loans to low-income
households, particularly women in urban areas. The Company does not perform a
revaluation of collateral either internally or externally. Under the Central Bank’s regulations,
the value of collateral is not taken into account when determining the impairment of loans to
customers.
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29. FINANCIAL RISK MANAGEMENT (continued)

29.1 Credit risk (continued)

(d) Loans and advances to customers (continued)

(iii) Loans and advances to customers individually impaired

The classification and provisioning for bad and doubtful debts, loans to customers of 30 days
or more past due are considered impaired and the minimum level of specific provision for
impairment is made depending on the classification concerned, unless other information is
available to indicate the contrary.

2012
Riel ‘000

2011
Riel ‘000

Past due 30-59 days 627 734
Past due 60-89 days 1,183 -
Past due 90 days and more 7,435 5,731

9,245 6,465

Total outstanding loans 20,268,503 12,979,532

(iv) Loans and advances to customers renegotiated

There was no loan restructuring activity for the years ended 31 December 2012 and 2011.
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29. FINANCIAL RISK MANAGEMENT (continued)

29.1 Credit risk (continued)

(e) Concentration of financial assets with credit risk exposure

(i) Geographical sector

There is no risk regarding the geographical sector as all loans provided and all other assets are located in Cambodia only.

(ii) Industry sector

The following table breaks down the Company’s main credit exposure at their carrying amounts, as categorised by the industry sectors of the
counterparties.

Agriculture
Trade and
commerce Services

Transport
ation

Construc
tion

Household
/family

Financial
institution

Other
categories Total

Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000
As at 31 December 2012
Balances with banks - - - - - - 3,356,299 - 3,356,299
Loans and advances to

customers 5,239,135 11,411,184 2,318,446 516,104 346,312 377,652 - 59,670 20,268,503
Other assets - - - - - - - 449,413 449,413

Total assets 5,239,135 11,411,184 2,318,446 516,104 346,312 377,652 3,356,299 509,083 24,074,215

As at 31 December 2011
Balances with banks - - - - - - 3,771,423 - 3,771,423
Loans and advances to

customers 1,998,299 7,217,232 1,666,835 1,191,284 286,954 58,833 - 560,095 12,979,532
Other assets - - - - - - - 312,153 312,153

Total assets 1,998,299 7,217,232 1,666,835 1,191,284 286,954 58,833 3,771,423 872,248 17,063,108
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29. FINANCIAL RISK MANAGEMENT (continued)

29.2 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.

The Company does not use derivative financial instruments such as foreign exchange
contract and interest rate swaps to hedge its risk exposure.

(i) Foreign exchange risk

The Company operates in Cambodia and transacts in Riel, US$ and Euro and is exposed to
currency risks, primarily with respect to US$ and Euro. The exposure in foreign exchange
risk mainly arising from borrowings.

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

Management monitors its foreign exchange risk against functional currency. However, the
Company does not hedge its foreign exchange risk exposure arising from future commercial
transactions and recognised assets and liabilities by using forward contracts.

The table below summarises the Company’s exposure to foreign currency exchange rate risk
at 31 December 2012 and 31 December 2011. Included in the table are the Company’s
financial instruments at carrying amount by currency in Riel equivalent.
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29. FINANCIAL RISK MANAGEMENT (continued)

29.2 Market risk (continued)

(i) Foreign exchange risk (continued)

(KHR'000 equivalent)
KHR Euro US$ Total

31 December 2012
Assets
Cash on hand 175,321 - - 175,321
Balances with the Central Bank 184,215 - - 184,215
Balances with banks 2,098,961 - 1,257,338 3,356,299
Loans and advances to customers 20,260,650 - - 20,260,650
Other assets 454,753 - - 454,753
Total financial assets 23,173,900 - 1,257,338 24,431,238

Liabilities
Compulsory savings from customers 5,579,922 - - 5,579,922
Borrowings 9,495,095 560,768 3,104,611 13,160,474
Accruals and other liability 401,409 - - 401,409
Total financial liabilities 15,476,426 560,768 3,104,611 19,141,805

Net asset position 7,697,474 (560,768) (1,847,273) 5,289,433

31 December 2011
Total financial assets 15,426,848 - 1,771,140 17,197,988
Total financial liabilities 11,831,611 581,259 1,972,405 14,385,275

Net asset position 3,595,237 (581,259) (201,265) 2,812,713

(ii) Price risk

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

(iii) 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 changes but may reduce losses in the
event that unexpected 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 reprising that may
be undertaken; however, the management regularly monitors the mismatch.

The table below summarises the Company’s exposure to interest rate risks. It includes the
Company’s financial instruments at carrying amounts, categorised by the earlier of
contractual re-pricing or maturity dates.
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29. FINANCIAL RISK MANAGEMENT (continued)

29.2 Market risk (continued)

(iii) Interest rate risk (continued)

The interest rate risk exposure of financial assets and financial liabilities (in Riel’ 000) are as follows:

Less than 1 month to 3 months 1 year to Over Non Interest
1 month 3 months to 1 year 5 years 5 years Bearing Total
Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000

As at 31 December 2012
Assets
Cash on hand - - - - - 175,321 175,321
Balances with the Central Bank - - - - - 184,215 184,215
Balances with banks 2,104,286 500,000 752,013 - - - 3,356,299
Loans and advances to customers 206,927 1,713,433 18,093,155 245,743 - 1,392 20,260,650
Other assets - - - - - 454,753 454,753
Total assets 2,311,213 2,213,433 18,845,168 245,743 - 815,681 24,431,238

Liabilities
Compulsory savings from customers 3,957,492 608,742 1,000,900 12,788 - - 5,579,922
Borrowings 827,700 - 2,905,674 8,252,996 613,336 560,768 13,160,474
Accruals and other liabilities - - - - - 401,409 401,409
Total liabilities 4,785,192 608,742 3,906,574 8,265,784 613,336 962,177 19,141,805

Maturity gap (2,473,979) 1,604,691 14,938,594 (8,020,041) (613,336) (146,496) 5,289,433

As at 31 December 2011
Total financial assets 2,135,133 1,608,456 12,765,425 235,476 - 453,498 17,197,988
Total financial liabilities 387,863 1,104,158 1,769,104 8,658,523 - 2,465,627 14,385,275

Maturity gap 1,747,270 504,298 10,996,321 (8,423,047) - (2,012,129) 2,812,713
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29. FINANCIAL RISK MANAGEMENT (continued)

29.3 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 may be the failure to meet obligations to repay depositors and
fulfil commitments to lend.

(a) Liquidity risk management process

The management monitors balance sheet liquidity and manages the concentration and
profile of debt maturities. Monitoring and reporting takes the form of the reviewing of the daily
cash position and projections for the next day, week and month, as these are key periods for
liquidity management. The management monitors the amount of cash collected and the
projection of its disbursement.

(b) Non-derivative cash flows

The table on the following page presents the cash flows payable of the Company under non-
derivative financial liabilities by remaining contractual maturities at the balance sheet date.
The amounts disclosed in the table are the contractual undiscounted cash flows, whereas the
Company manages the inherent liquidity risk based on expected undiscounted cash flows.
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29. FINANCIAL RISK MANAGEMENT (continued)

29.3 Liquidity risk (continued)

(b) Non-derivative cash flows (continued)

Less than 1 to 3 3 to 12 1 to 5 Over 5
1 month months months years years Total
Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000 Riel ’000

As at 31 December 2012
Liabilities
Compulsory savings from customers 3,957,492 608,742 1,000,900 12,788 - 5,579,922
Borrowings 1,388,468 - 3,110,714 9,617,803 613,336 14,730,321
Accruals and other liabilities 263,749 4,348 133,312 - - 401,409

Total financial liabilities 5,609,709 613,090 4,244,926 9,630,591 613,336 20,711,652

As at 31 December 2011
Liabilities
Compulsory savings from customers 387,863 58,893 947,104 2,129,646 - 3,523,506
Borrowings 581,258 1,062,584 822,000 7,544,570 - 10,010,412
Accruals and other liabilities 1,739,275 145,094 - - - 1,884,369

Total financial liabilities 2,708,396 1,266,571 1,769,104 9,674,216 - 15,418,287
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29. FINANCIAL RISK MANAGEMENT (continued)

29.4 Fair value of financial assets and liabilities

(a) Financial instruments measured at fair value

The Company did not have financial instruments measured at fair value.

(b) Financial instruments not measured at fair value

As at the balance sheet date, the fair values of financial instruments of the Company
approximate their carrying amounts.

The estimated fair values are based on the following methodologies and assumptions.

i. Balances with banks

Balances with banks include non-interest bearing current accounts, savings deposits and
short-term deposits. The fair value of balances with banks approximates the carrying
amount.

ii. Loans and advances to customers

Loans and advances to customers are net of provision for doubtful and bad loans and their
carrying value approximates fair value. The provision for doubtful and bad loans is made
under the requirements of the Central Bank’s Prakas.

iii. Deposit from customers and borrowings

The fair value of compulsory savings approximates the carrying amount. The fair value with
no stated maturities which include non-interest bearing deposits is the amount repayable on
demand.

The fair value of fixed interest-bearing deposits and borrowings are not quoted in an active
market. Their value approximates the carrying amount.

iv. Other assets and liabilities

The carrying amounts of other assets and liabilities are assumed to approximate their fair
values as these are not materially sensitive to the shift in market interest.
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29. FINANCIAL RISK MANAGEMENT (continued)

29.5 Capital risk management

The Company’s objectives when managing capital, which is a broader concept than the
‘equity’ on the face of the balance sheet, are:

To comply with the capital requirement set by the Central Bank;
To safeguard the Company’s ability to continue as a going concern so that it can
continue to provide a return for shareholders and benefits for other stakeholders; and
To maintain a strong capital base to support the development of the business.

The Central Bank requires all commercial banks and financial institutions to: i) adhere to the
minimum capital requirement; ii) maintain net worth at least equal to the minimum capital
amount; and iii) comply with solvency and liquidity ratios.

The table below summarises the composition of regulatory capital:

2012 2011
Riel ’000 Riel ’000

Tier 1 Capital
Share capital 3,599,900 1,912,750
Share premiums 784,437 -
Legal reserves 30,781 -
Retained earnings 1,120,736 1,001,727

5,535,854 2,914,477
Less:
Loans to related parties (69,988) (109,580)

Total regulatory capital 5,465,866 2,804,897
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1. CAPITAL ADEQUACY RATIO (SOLVENCY RATIO), Prakas No. B7-07-133

A licensed micro-finance institution shall at all times maintain a capital adequacy ratio of
more than 15%. As at 31 December 2012, the capital adequacy ratio of the Company was
22.30% which was in compliance with this Prakas.

The capital adequacy ratio calculation is detailed in Schedule 1.

2. LIQUIDITY RATIO, Prakas No. B7-07-163

A licensed microfinance institution shall at all times maintain a liquidity ratio of at least 100%.
As at 31 December 2012, the liquidity ratio of the Company was 3377%.

The calculation is detailed in Schedule 2.

3. NET OPEN POSITION IN FOREIGN CURRENCY, Prakas No B7-07-134

A licensed microfinance institution shall at all times maintain a net open position in foreign
currencies in either any foreign currency or an overall net open position in all foreign
currencies, whether long or short, which shall not exceed 20% of the Company’s net worth.

The calculation is detailed in Schedule 3.

4. LOAN CLASSIFICATION, PROVISIONING, AND DELINQUENCY RATIO,
Prakas No. B702-186

Licensed micro-finance institutions shall classify their loan portfolios into the following four
classes, depending on the financial situation of the borrower and the timeliness of principal
and interest payments.

Loan term of one year or less

Standard: good financial condition and punctual payment of principal and interest.
Sub-standard: some payments of principal and/or interest are overdue by 30 days or
more.
Doubtful: some payments of principal and/or interest are overdue by 60 days or more.
Loss: some payments of principal and/or interest are overdue by 90 days or more.

Loan term of more than one year

Standard: good financial condition and punctual payment of principal and interest.
Sub-standard: some payments of principal and/or interest are overdue by 30 days or
more.
Doubtful: some payments of principal and/or interest are overdue by 180 days or
more.
Loss: some payments of principal and/or interest are overdue by 360 days or more.
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4. LOAN CLASSIFICATION, PROVISIONING, AND DELINQUENCY RATIO,
Prakas No. B702-186 (continued)

Mandatory provisions on the loans classified as follows:

Sub-standard: 10% regardless of the collateral value except cash.
Doubtful : 30% regardless of the collateral value except cash.
Loss : 100%.

As at 31 December 2012, the mandatory provision provided by the Company was 7,853
thousand riel which is in compliance with the Central Bank’s Prakas.

Loan classification, provision and delinquency ratio calculation are detailed in Schedule 4.
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NET WORTH RATIO

Riel '000
I- Sub-total A : Items to be added

- Capital or endowment 3,599,900
- Reserve, other than revaluation reserves 30,781
- Premium related to capital (share premiums) 784,437
- Provision for general banking risks, with the prior agreement of the NBC -
- Retained earnings 970,946
- Audited net profit for the latest financial year 149,790
- Other items approved by the National Bank of Cambodia -

5,535,854

II- Sub-total B : Items to be deducted
- For shareholders, directors, managers and their next of kind

> Unpaid portion of capital -
> Advances, loans, security and the agreement of the persons
concerned as defined above 69,988

- Holding of own shares at their book value -
- Accumulated losses -
- Formation expenses -
- Losses determined on dates other than the end of the annual accounting
period (including provisions to be made for doubtful debt and securities) -

69,988
III- Total C : BASE NET WORTH = A - B 5,465,866

IV- Sub-total D : Items to be added
- Revaluation reserves, with the prior agreement of the NBC -
- Subordinated debt, with the prior agreement of the NBC, up to 100% of
base net worth -
- Other items, with the prior agreement of the NBC, could be included in
the calculation of net worth and shall not be more than base net worth -

-
V- Sub-total E : Items to be deducted

- Equity participation in banking and financial institutions -
- Other items -

-

VI- Total F: TOTAL NET WORTH = C + D – E 5,465,866
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SOLVENCY RATIO

Riel' 000

I- Numerator (A)

Net worth 5,465,866

II- Denominator (B)
Assets (*)

Riel' 000 Weighting

- Cash 175,321 0% -
- Gold - 0% -
- Claims on the NBC 184,215 0% -
- Assets collateralized by deposits - 0% -
- Claims on sovereigns rated AAA to AA- - 0% -
- Claims on sovereigns rated A+ to A- - 20% -
- Claims on banks rated AAA to AA- - 20% -
- Claims on sovereigns rated BBB to BBB- - 50% -
- Claims on banks rated A+ to A- - 50% -
- All other assets 24,515,311 100% 24,515,311

24,874,847 24,515,311

III- Solvency ratio (A/B) 22.30%

(*): The denominator of the ratio shall comprise the aggregate of the assets (net amount after
deduction of provision and depreciation) and off-balance sheet items, weighted to their
degree of risk. It excludes the items which are deducted in calculating the net worth
according to the provisions of the Prakas on the calculation of microfinance institutions’ net
worth.
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Riel' 000

I- Numerator: LIQUID ASSETS (A)

Cash on hand 175,321
Balances with the Central Bank 4,220
Balances with banks 3,356,299

3,535,840

Less:
- Amounts owed to NBC -
- Amounts owed to other banks -

-

Net liquidity 3,535,840

Plus:
- Portion of loans maturing in less than one month -

LIQUID ASSETS 3,535,840

II- Denominator: ADJUSTED AMOUNT OF DEPOSITS (B)
Riel' 000 %

Voluntary savings 418,817 25% 104,704

III- LIQUIDITY RATIO (A/B) 3377%
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On Balance Sheet Off Balance Sheet
Liabilities Liabilities Net open NOP/

Currency Assets and capital Assets and capital position Net worth Limit
Riel' 000 Riel' 000 Riel' 000 Riel' 000 Riel' 000 % %

KHR 23,617,509 21,209,468 - 1,815,067 592,974 10.85% 20%
Euro - 560,768 - - (560,768) -10.26% 20%
US$ 1,257,338 3,104,611 1,815,067 - (32,206) -0.59% 20%

Total 24,874,847 24,874,847 1,815,067 1,815,067 -

Net worth 5,465,866
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vii

Specific
Amount Rate Provision
Riel' 000 % Riel' 000

Loan classification

1-Loans of one year or less
1-1 Standard 20,013,515 0% -

627 10% 63
1,183 30% 355
7,435 100% 7,435

Sub-Total 1 20,022,760 7,853

2-Loans of more than one year
2-1 Standard 245,743 0% -

10% -
30% -

100% -
Sub-Total 2 245,743 -

Grand total 1+2 20,268,503 7,853

All loan past due > 30 days (A) 9,245

Loan outstanding (B) 20,268,503

Delinquency ratio (A/B) 0.05%


