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Manager’s responsibility in respect of the financial statements

The Branch Manager is responsible for ascertaining that the financial statements are propetly
drawn up so as to give a true and fair view of the financial position of the Branch as at
31 December 2013 and of the results of operations and changes in Head Office account for
the year then ended. In preparing these financial statements, the Branch Manager is required to:

)

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

comply with accounting principles generally followed in the Lao PDR and the
guidelines issued by the Bank of Lao PDR or, if there have been any departures
in the interest of true and fair presentation, ensure that these have been
appropriately disclosed, explained and quantified in the financial statements;

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

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

control and direct effectively the Branch in all material decisions affecting the
operations and performance and ascertain that such have been properly reflected
in the financial statements.

The Branch Manager confirms that the Branch has complied with the above requirements in
preparing the financial statements.

Mr, Sutin Chantharayotha
Branch Manager

21 March 2014
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Auditor’s Report

To the Branch manager of Bank of Ayudhya Public Company Limited

Report on the Financial Statements

I have audited the accompanying financial statements for Bank of A yudhya Public Company
Limited - Savannakhet Branch (“the Branch”) which comprise the statement of financial
position as at 31 December 2013, and the related statement of income, changes in Head
Office account and cash flow for the year then ended, and a summary of significant
accounting policies and other notes.

Management’s responsibilities for the Financial Statements

Management is responsible for the preparation of these financial statements in accordance
with regulations of the Bank of Lao PDR and accounting policies set out in Note 2 to the
financial statements, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s responsibility

My responsibility is to express an opinion on these financial statements based on my audit.
I conducted my audit in accordance with International Standards on Auditing. Those
standards require that T comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my audit opinion.

r
i PricewalerhouseCooper (Lao) Lid. . Unit 1-3, 4% Floor, ANZ Vienfiane Commercial Building, 33 Lane Xang
Avenue, PO Box 7003, Telelphone : + 856 21 222718-9, Faxsimile: + 856 21 222723, www.pwe.com/’
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Opinion

In my opinion, the financial statements referred to above are prepared, in all material
respects, the financial position of Bank of Ayudhya Public Company Limited - Savannakhet
Branch as at 31 December 2013, and of its operations and its cash flow for the year then
ended in accordance with regulations of the Bank of Lao PDR and accounting policies set
out in Note 2 to the financial statements.

Basis of Accounting and Restriction of use
Without qualifying my opinion, [ draw attention to Note 2 to the financial statements, which
describe the basis of accounting. The financial statements are prepared to provide

information for internal uses by the Branch. As a result, the financial statements may not be
suitable for another purpose.

For PricewaterhouseCoopers (Lao) Limited

. PP \\
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Vientiane, Lao PDR™™~

21 March 2014
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Bank of Ayudhya Public Company Limited - Savannakhet Branch

Statement of Financial Position

As at 31 December 2013
2013 2012

Notes LAK LAK
Assets
Cash 3 2,134,829,744 2,515,351,956
Deposits and placements with other banks 4 56,459,457,483 22,369,590,565
Statutory deposits 5 35,730,980,588 35,636,514,128
Loans and advances 6 105,567,763,071  205,440,41 1,990
Allowance for doubtful loans and advances 7 (1,055,677,626)  (2,054,404,119)
Property and equipment 8 990,894,512 1,303,019,173
Intangible asset -9 9,333,025 21,057,209
Other assets 10 398,035,727 176,824,099
Total assets 200,235,616,524  265,408,365,001
Liabilities and Head Office account
Liabilities
Deposits from custorners 11 59,758,127,608 50,146,735,001
Accrued income fax 12 212,213,449 266,629,663
Other liabilities 13 377,286,213 799,389,459
Total liabilities 60,347,627,270 51,212,754,123
Head Office account
Branch capital 14 100,150,239,052  100,150,239,052
Due from Head Office and other Branch 21 (27,058,686,352)  (30,617,885,656)
Due to Head Office and other Branch 21 60,828,325,788  139,915,790,727
Legal reserve 15 1,370,455,721 923,101,424
Retained earnings 4,597,655,045 3,824,365,331

Total Head Office account

Total Liabilities and Head Office account

139,887,989,254

214,195,610,878

200,235,616,524

265,408,365,001

The accompanying note from pages 10 to 28 are an integral part of these financial statements.
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Bank of Ayudhya Public Company Limited - Savannakhet Branch

Statement of Income
For the year ended 31 December 2013

Interest income
Interest expense

Net interest income

Other income

General and administrative expenses
(Gain on exchange rate

Operating profit
Provision for doubtful loans and advances

Profit before income tax
Income tax

Net profit for the year

2013 2012

Notes LAK LAK
16 4,711,395,403 9,217,563,459
17 (1,315,579,080)  (5,462,726,164)
3,395,816,323 3,754,837,295

18 1,855,803,667 1,477,803,864
19 (1,750,568,445) (1,656,008,578)
1,234,026,077 1,282,115,856
4,735,077,622 4,858,748,437

7 885,250,535 (2,866,265)
5,620,328,157 4,855,882,172

12 (1,146,785,187) (971,778,764)

4,473,542,970

3,884,103,408

The accompanying note from pages 10 to 28 are an integral part of these financial statements.
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Bank of Ayudhya Public Company Limited - Savannakhet Branch
Statement of Changes in Head Office Account
For the year ended 31 December 2013

Net balance of
Inter-office accounts
with Head Office

and other branches

Branch capital under the same entity Legal reserve Retained earnings Total

Note LAK LAK LAK LAK LAK

Opening balance as at 1 January 2012 70,088,259,052 119,530,757,374 534,691,083 3,216,932,594 193,370,640,103
Capital increment 14 30,061,980,000 - - - 30,061,980,000
Decrease during the year - (10,232,852,303) - - (10,232,852,303)
Net profit for the year - - - 3,884,103,408 3,884,103,408
Remittance to Head Office - - - (2,888,260,330) (2,888,260,330)
Transfer to legal reserve - - 388,410,341 (338,410,341) -
Closing balance as at 31 December 2012 100,150,239,052 109,297,905,071 923,101,424 3,824,365,331 214,195,610,878
Opening balance as at 1 January 2013 100,150,239,052 109,297,905,071 923,101,424 3,824,365,331 214,195,610,878
Decrease during the year - (75,528,265,635) - - (75,528,265,635)
Net profit for the year - - - 4,473,542,970 4,473,542 970
Remittance to Head Office - - - (3,252,898,959) (3,252,898,959)
Transfer to legal reserve - - 447,354,297 (447,354,297) -
Closing balance as at 31 December 2013 100,150,239,052 33,769,639,436 1,370,455,721 4,597,655,045 139,887,989,254

The accompanying note from pages 10 to 28 are an integral part of these financial statements.



254102
Rectangle


l
|

Bank of Ayudhya Public Company Limited - Savannakhet Branch

Statement of Cash Flows
For the year ended 31 December 2013

Cash flows from operating activities

Profit before income tax

Adjustments to reconcile net income for the year to
Cash received (paid) from operating activities:
Depreciation and amortisation
Bad debt and doubtful accounts (reversal)
Unrealised (gain) loss on exchange
Interest income
Interest expense

Cash generate from operations
Interest received
Interest paid
Income tax paid

Net cash provided by (used in) operating activities
before changes in operating assets and liabilities

Changes in operating assets and liabilities:
(Increase) decrease in operating assets:
Statutory deposits
Loans and advances
Other assets
Increase (decrease) in operating liabilities:
Deposits from customers
Other liabilities

Net cash provided by (used in) operating activities

2013

Notes LAK

2012
LAK

5,620,328,157

8,9 323,848,845
7 (885,250,535)

9,042,179,638

16 (4,711,395,403)

4,855,882,172

318,447,855

2,866,265
(5,448,708,333)
(9,217,563,459)

17 1,315,579,080  5,462,726,164
10,705,289,782  (4,026,349,336)
4759287265  9,196,971,408

(1,863,578,622)
12 (1,201,201,401)

(6,424,233,880)
(889,485,586)

12,399,797,024

(378,896,101)
88,525,052,989
(276,789,170)

12,056,945,082
164,399,476

(2,143,097,394)

(20,674,742,756)
(286,626,446)
122,014,579

2,101,587,703
(19,800,012,938)

112,490,509,300

(40,680,877,252)

The accompanying note from pages 10 to 28 are an integral part of these financial statements,
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Bank of Ayudhya Public Company Limited - Savannakhet Branch

Statement of Cash Flows (Cont’d)
For the year ended 31 December 2013

Cash flows from investing activities

2013 2012
Notes LAK LAK
- (38,064,558)

Purchases of equipment
Net cash used in investing activities

Cash flows from financing activities
Funds remitted to Head Office
Increase in capital 14
Net balance of inter-office accounts with Head Office
and other branches under the same entity

Net cash provided by (used in) financing activities

Net increase (decrase) in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Cash and cash equivalents
Cash 3
Deposits and placements with other banks 4

(38,064,558)

(3,252,898,959)

(75,528,265,635)

(2,888,260,330)
30,061,980,000

(10,232,852,303)

(78,781,164,594)

16,940,867,367

33,709,344,706
24,884,942,521

(23,778,074,443)
48,663,016,964

58,594,287,227

2,134,829,744
56,459,457,483

24,884,942,521

2,515,351,956
22,369,590,565

58,594,287,227

24,884,942,521

The accompanying note from pages 10 to 28 are an integral part of these financial statements.



254102
Rectangle


Bank of Ayudhya Public Company Limited - Savannakhet Branch
Notes to the Financial Statements
For the year ended 31 December 2013

1

Organization and principal activities

Bank of Ayudhya Public Company Limited (“the Bank™") is incorporated in Thailand.
The Savannakhet Branch (“the Branch") is a branch office of the bank that operates in
the Lao People's Democratic Republic ("Lao PDR™) under a banking license (License
No. 20/BoL/2009) granted by the Bank of Lao PDR ("BoL") on 24 June 2009. The
principal activity of the Branch is the provision of comprehensive banking and related
financial services in Lao PDR. The Bank started its operations on 26 June 20009.

These financial statements were approved for issue by the Branch’s management on
21 March 2014.

Summary of significant accounting policies

The significant accounting policies adopted for the preparation of the financial statements
are set out below.

2.1 Basis of accounting

The Branch is not a separate legal entity. The financial statements have been prepared
from the records of the Branch and reflect only transactions recorded locally.

The financial statements have been prepared in accordance with regulations of the
Bank of Lao PDR (BoL) and the Branch’s principal accounting policies as described in
respective notes to financial statements. The accounting principles applied may differ
from generally accepted accounting principles adopted in other countries and
jurisdictions. The accompanying financial statements are not intended to present the
financial position and financial performance in accordance with other jurisdictions.
Consequently, these financial statements are addressed only to those who are
informed about the Branch’s accounting principles, procedures and practices.

The financial statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with the Branch’s accounting
policies requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities at the date of the financial statements and the amounts of revenues and
expenses in the reported periods. Although these estimates are based on management’s
best knowledge of current events and actions, actual results may differ from those
estimates.

10



Bank of Ayudhya Public Company Limited - Savannakhet Branch
Notes to the Financial Statements
For the year ended 31 December 2013

2

Summary of significant accounting policies (Cont’d)

2.2

2.3

2.4

2.5

2.6

Financial instruments

The Branch’s significant financial assets and liabilities include cash, amount due
from and due to Head Office and other Branches, Deposit and placement with
other banks, originated loans and advances, deposits from customers and by other
banks, and a portion of other receivables and payables. The accounting policies
for the recognition and measurement of these items are disclosed in the respective
accounting policies.

Segment information

The Branch operates within one business segment; commercial banking and within
one geographical segment, which is the Lao PDR.

Foreign currency translation

Items included in the financial statements are measured using Lao Kip (“LAK”).
Foreign currency transactions are translated into Lao Kip using the exchange rates
prevailing at the date of the transactions. Foreign currency monetary assets and
liabilities outstanding at the statement of financial positions date are translated in
Lao Kip using the reference rates of exchange of the Bank of Ayudhya Public
Company Limited ruling at that date.

Gains and losses resulting from the settlement of such transactions and from the
translation of such monetary assets and liabilities are recognised in the statements
of income when incurred.

Cash

Cash represent cash on hand and cash items in process of the collection.

Loans and advances

Loans and advances are originated by the Branch providing money to a customer
for purposes other than short-term profit taking. They are stated at the outstanding
principal balances less allowance for doubtful loans and advances, to reflect the
estimated recoverable amount.

Loans and advances, except bank overdrafts, are shown exclusive of accrued
interest receivables.

11



Bank of Ayudhya Public Company Limited - Savannakhet Branch
Notes to the Financial Statements
For the year ended 31 December 2013

2 Summary of significant accounting policies (Cont’d)

2.7

2.8

2.9

2.10

Allowance for doubtful loans and advances

Loan classification and provision for losses are made in accordance with BoL
regulations No0.324/BoL dated 19 April 2011 on Article 4. These classifications
are applied as guidance to assist the Branch to better estimate its loan loss
provision as follows:

Classification Number of days past due Provision
Normal 0 to 30 days 1%
Special mentioned 31 to 90 days 3%
Substandard 91 to 180 days 20%
Doubtful 181 to 360 days 50%
Loss Over 360 days 100%

Recoveries on loans previously written off and reversals of previous provisions are
presented as a deduction from the provision for doubtful accounts in the statement
of income.

An uncollectible loan or portion of a loan classified as bad debt is written off after
taking into consideration the realizable value of the collateral (if any) when in the
judgement of the management there is no prospect of recovery.

Deposits and placements with other banks

Deposits and placements with other banks are carried at cost.

Statutory deposits
Statutory deposits are carried at cost.
Due from and due to Head Office and other Branches

Due from and due to Head Office and other Branches are carried at cost.

12



Bank of Ayudhya Public Company Limited - Savannakhet Branch
Notes to the Financial Statements
For the year ended 31 December 2013

2

Summary of significant accounting policies (Cont’d)

2.11 Property and equipment (Cont’d)

(i)

(i)

(iii)

(iv)

(v)

(vi)

Items of property and equipment are stated at cost less accumulated depreciation.

Depreciation of property and equipment is charged to the statement of income on
a straight line basis over the estimated useful lives of the individual assets at the
following annual rates:

Leasehold improvements Up to lease agreements
Furniture and equipment 20%
Computer hardware 20%
Motor Vehicles 20%

Subsequent expenditure relating to an item of property and equipment that
has already been recognised is added to the carrying amount of the asset
when it is probable that future economic benefits will flow to the Branch. All
other subsequent expenditure is recognised as an expense in the period in
which it is incurred.

Gains or losses arising from the retirement or disposal of an item of property
and equipment are determined as the difference between the estimated net
disposal proceeds and the carrying amount of the assets and are recognised
in the statement of income on the date of retirement or disposal.

Fully depreciated property and equipment are retained on the statements of
financial position until disposed of or written off.

The carrying amounts of property and equipment are revised for impairment
when there is an indication that the assets might be impaired. Impairment is
measured by comparing the carrying values of the assets with their recoverable
amounts. An impairment loss is charged to the statement of income immediately.

Reversal of impairment losses recognised in prior years is recorded where
there is an indication that the impairment losses recognised for the asset no
longer exist or have decreased. The reversal is recognised to the extent of
the carrying amount of the asset that would have been determined (net of
amortisation and depreciation) had no impairment loss been recognised. The
reversal is recognised in the statements of income immediately.

13



Bank of Ayudhya Public Company Limited - Savannakhet Branch
Notes to the Financial Statements
For the year ended 31 December 2013

2.12

2.13

2.14

2.15

Summary of significant accounting policies (Cont’d)

Intangible asset and amortisation

Intangible asset is computer software are capitalized on the basis of the costs
incurred to acquire and bring to use the specific software. These costs are amortised
on the basis of the expected useful life of 5 years. Intangible assets are stated at cost
less accumulated amortisation and allowance for impairment.

Provisions

Provisions are recognised in the statement of financial position when the Branch
has a present legal or constructive obligation as a result of past events, and it is
probable that an outflow of resources will be required to settle the obligation, and
a reliable estimate of the amount can be made.

Deposits

Deposits from customers and by other banks are stated at placement value and
adjusted for accrued interest.

Income recognition

Interest income is recognised on an accrual basis, except in relation to non-performing
accounts. Where an account becomes non-performing, the recording of interest as
income is reversed and realised on a cash basis. Customers' accounts are deemed to be
non-performing where repayments are in arrears for more than three months, in
accordance with BoL regulations.

Income from the various activities of the Branch is recognised using the following
basis:

(i) Loan arrangement fees and commissions on services and facilities extended to
customers are recognised on the occurrence of such transactions;

(i) Commitment fees and guarantee fees on services and facilities extended to
customers are recognised as income over the period in which the services
and facilities are extended,

(iii)  Service charges and processing fees are recognised when the service is provided.

14



Bank of Ayudhya Public Company Limited - Savannakhet Branch
Notes to the Financial Statements
For the year ended 31 December 2013

2

Summary of significant accounting policies (Cont’d)

2.16

2.17

2.18

2.19

Interest expense

Interest expenses on deposits and borrowings are recognised on accrual basis.

Operating lease - for lessee

Leases not transferring a significant portion of the risks and rewards of ownership
to the lessee are classified as operating leases. Payments made under operating
leases are charged to the statement of income on a straight-line basis over the
period of the lease.

When an operating lease is terminated before the lease period has expired, any
payment required to make to the lessor by way of penalty is recognised as an
expense in the period in which termination take place.

Income tax
Income tax on the profit or loss for the year comprises current tax.

Current tax is the expected tax payable on the taxable income for the year using tax
rates enacted or substantially enacted at the statement of financial position date.

Related parties

Enterprises or individuals that, directly or indirectly through one or more intermediaries,
control, or are under controlled by, or are under common control with, the Branch,
including holding companies, subsidiaries and fellow subsidiaries are related parties
of the Branch. Associates and individuals owning, directly or indirectly, an interest
in the voting power of the Branch that gives them significant influence over the
Branch, key management personnel, including directors and officers of the Branch
and close members of the family of these individuals and companies associated
with these individuals also constitute related parties.

In considering each possible related party relationship, attention is directed to the
substance of the relationship, and not merely the legal form.

15



Bank of Ayudhya Public Company Limited - Savannakhet Branch

Notes to the Financial Statements
For the year ended 31 December 2013

3 Cash

Lao Kip (“LAK”)
United States Dollar (“USD”)
Thai Baht (“THB”)

2013 2012

LAK LAK
163,577,574 104,286,251
309,827,262 305,286,517
1,661,424,908 2,105,779,188
2,134,829,744 2,515,351,956

Deposits and placements with other banks

These deposits are used for the cheque clearing purpose and the settlement of various
interbank transactions. These deposits do not earn interest.

Domestic:
BoL
Other banks

The above amounts are analysed as follows:

a) By maturity:
At call

b) By currencies:
LAK
usD
THB

2013 2012

LAK LAK
45,598,975,968  11,073,747,962
10,860,481,515  11,295,842,603
56,459,457,483  22,369,590,565
2013 2012

LAK LAK
56,459,457,483  22,369,590,565
728,849,205 3,598,402,707
47,941,282,429  12,700,319,836
7,789,325,849 6,070,868,022
56,459,457,483  22,369,590,565
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Savannakhet Branch

5  Statutory deposits

Statutory deposits on:
Branch Capital
Customer Deposits

2013 2012

LAK LAK
30,066,980,000  30,066,980,000
5,664,000,588 5,569,534,128
35,730,980,588  35,636,514,128

Statutory deposits on capital are maintained with the BoL in compliance with BoL

regulations.

Statutory deposits on customer deposits with BoL is maintained in compliance with
applicable BoL regulations, the amounts of which are determined as a defined percentage of
customers' deposits with the Branch, i.e. 5% on deposits of Lao Kip and 10% on deposits of
USD and Thai Baht. These deposits do not earn interest.

6 Loans and advances

Overdrafts
Promissory note
Term loans
Staff loans

The loans and advances are analysed as follows:

a) By residual maturity:
Within 3 months
4 to 6 months
7 to 12 months
1 to 3 years

b) By security:
Secured

c) By economic sectors:
Food production and distribution

2013 2012

LAK LAK
483,812,671 321,129,390
60,722,604,800 109,746,327,000
44,361,345,600  95,367,748,800
- 5,206,800
105,567,763,071 205,440,411,990
2013 2012

LAK LAK
61,265,447,871 110,129,937,990

22,165,915,200
22,136,400,000

24,143,931,600
24,211,620,000
46,954,922,400

105,567,763,071

205,440,411,990

105,567,763,071

205,440,411,990

105,567,763,071

205,440,411,990
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6

Loans and advances (Cont’d)

The loans and advances are analysed as follows: (Cont’d)

d)

f)

9)

h)

Allowance for doubtful loans and advances

By currency:
THB

By residency status:

Residents

By relationship
Customers
Staff

By performance:

Performing Loans

By interest rate (per annum):

Overdrafts

Promissory note

Term loans

The movement in the allowance for doubtful loans and advances is as follows:

Balance at the beginning of the year
Additional provision made during the year
Recovery made during the year

Foreign exchange translation differences

Balance at the end of the year

2013 2012

LAK LAK
105,567,763,071  205,440,411,990
105,567,763,071  205,440,411,990
105,567,763,071 205,435,205,190
- 5,206,800
105,567,763,071 205,440,411,990
105,567,763,071 205,440,411,990
% %

8.75 8.75

3.50 - 3.75 3.65-3.75

450 - 7.38 4.63-7.63
2013 2012

LAK LAK
2,054,404,119  1,983,846,719
1,804,210 488,528,010
(887,054,745)  (485,661,745)
(113,475,958) 67,691,135
1,055,677,626  2,054,404,119
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8  Property and equipment

Cost
Opening balance as at 1 January 2013
Additions

Disposals

Closing balance as at 31 December 2013

Accumulated depreciation
Opening balance as at 1 January 2013

Charges for the year

Closing balance as at 31 December 2013

Net book value as at
31 December 2013

31 December 2012

Leasehold Furniture and Computer Motor

Improvement Equipment hardware vehicles Total
LAK LAK LAK LAK LAK
1,531,020,965 441,491,528 77,116,009 250,480,000 2,300,108,502
1,531,020,965 441,491,528 77,116,009 250,480,000  2,300,108,502
(557,326,331)  (284,037,634) (54,298,120)  (101,427,244)  (997,089,329)
(158,307,137) (88,298,324) (15,423,199) (50,096,001)  (312,124,661)
(715,633,468)  (372,335,958) (69,721,319)  (151,523,245) (1,309,213,990)
815,387,497 69,155,570 7,394,690 98,956,755 990,894,512
973,694,634 157,453,894 22,817,889 149,052,756  1,303,019,173
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9

10

11

Intangible asset

Cost

Opening balance as at 1 January 2013
Additions

Disposal

Closing balance as at 31 December 2013

Accumulated depreciation
Opening balance as at 1 January 2013
Charges for the year

Closing balance as at 31 December 2013

Net book value as at
31 December 2013

31 December 2012

Other assets

Interest receivables
Prepaid expenses
Others

Deposits from customers

Current accounts
Savings accounts
Fixed deposits

Computer

software

LAK

58,620,930

58,620,930

(37,563,721)

(11,724,184)

(49,287,905)

9,333,025

21,057,209

2013 2012

LAK LAK
69,990,296 117,882,158
328,045,431 46,429,642

- 12,512,299

398,035,727 176,824,099
2013 2012

LAK LAK
10,001,242,983 8,872,235,930
34,323,852,360 22,473,742,385
15,433,032,265 18,800,756,686
59,758,127,608 50,146,735,001
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11

Deposits from customers (Cont’d)

Deposits from customers are analysed as follows:

a)

b)

d)

By maturity:
Within 3 months
4 to 6 months
7 to 12 months
More than 1 year

By currencies:
LAK
usD
THB

By relationship:
Customers
Staff

By types of customers:
Domestic corporations
Foreign corporations
Individuals

By interest rate (per annum):

Savings accounts
Fixed deposits

2013
LAK

2012
LAK

57,286,103,976
225,705,961
1,536,820,377
709,497,294

45,211,349,196
145,464,975
804,719,419
3,985,201,411

59,758,127,608

50,146,735,001

377,656,044
6,189,168,388
53,191,303,176

455,332,251
5,746,072,883
43,945,329,867

59,758,127,608

50,146,735,001

59,736,788,399
21,339,209

50,104,580,311
42,154,690

59,758,127,608

50,146,735,001

8,919,467,165
28,716,957,438
22,121,703,005

817,404,200
26,127,341,004
23,201,989,797

59,758,127,608

50,146,735,001

%

%

0.25-2.50
1.00 - 8.00

0.25-2.50
1.00 - 8.00
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12 Income tax

Balance at the beginning of the year
Provision for the year
Payment during the year

Balance at the end of the year

2013 2012

LAK LAK
266,629,663 184,336,485
1,146,785,187 971,778,764
(1,201,201,401)  (889,485,586)
212,213,449 266,629,663

In accordance with Lao Income Tax Law, the Branch has an obligation to pay corporate
income taxes of 20% of taxable income (2012: of the higher of 20% of taxable income
or a minimum tax of 1% on revenues, whichever is higher).

The reconciliation of income taxes computed at the statutory tax rate to the income tax
expense shown in the statement of income is as follows:

Profit before income tax
- Accounting basis

Income tax using statutory tax rate
Tax effects of non-deductible expenses

Effective income tax rate

13 Other liabilities

2013 2012
LAK % LAK %
5,620,328,157 4,855,882,172

1,124,065,631 20.00 971,176,434 20.00

22,719,556  0.40

602,330 0.01

1,146,785,187 20.40 971,778,764 20.01

2013 2012

LAK LAK

Account payables 253,059,861 127,163,565
Interest payable to customers 118,387,888 100,574,938
Interest payable - due to Head Office and other branch 0,838,464 571,650,956
377,286,213 799,389,459
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14

15

16

17

Branch capital

The Branch has initial registered branch capital amount of LAK 50 billion. In accordance
with Agreement on Increasing in Minimum Registered Capital and Investment Capital of
Commercial Bank No0.141/PM dated on 24 September 2009 of BoL, the Branch of
foreign banks in Lao PDR should maintain the minimum registered capital from LAK 50
billion to LAK 100 billion by 2012 at a minimum of 20% each year.

On 19 December 2012, the Branch increased the branch capital, from LAK 70,088,259,052

to LAK 100,150,239,052 in accordance with the approval of capital increment by Bank
Supervision Department (BSD) issue letter number H148 on 20 February 2013.

Legal reserve

A legal reserve shall be maintained in accordance with the BoL regulations, comprising
annual appropriations of 10% of net income.

Interest income

2013 2012
LAK LAK
Loan and advances 4,711,395,403 9,217,563,459
4,711,395,403 9,217,563,459

Interest expense
2013 2012
LAK LAK
Savings accounts 70,796,475 68,350,975
Fixed deposits 249,978,867 209,453,858
Due to Head office and other branch 994,803,738 5,184,921,331
1,315,579,080 5,462,726,164
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19

20

Other income

Fee and commission income
Fee and commission expense

Net fee and commission income
Miscellaneous income

General and administrative expenses

Personnel expenses

Office Rental

Depreciation and amortization
Miscellaneous income

Commitments and contingencies

20.1 Taxation contingencies

2013 2012

LAK LAK
1,756,000,734  1,307,774,808
(50,029,290) (57,466,031)
1,705,971,444  1,250,308,777
149,832,223 227,495,087
1,855,803,667  1,477,803,864
2013 2012

LAK LAK
517,467,978 493,264,794
132,624,266 153,113,509
323,848,846 318,447,856
776,627,355 691,182,419
1,750,568,445  1,656,008,578

The taxation system in Lao PDR is relatively new and is characterised by numerous
taxes and frequently changing legislation, which is often unclear, contradictory, and
subject to interpretation. Often, different 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 Lao PDR 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 different interpretations and the effects could be significant.
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20 Commitments and contingencies (Cont’d)

21

20.2 Operating lease commitment

The Branch has a lease agreement for renting its Savannakhet branch office for the
period of ten years beginning from 26 June 2009.

Future minimum payments, by year and in aggregate consist of the following:

Within one year
Later than one year and not later
than five years

Related party balances and transactions

Balances with related parties as at 31 December are as follows:

Due form Head Office
Deposits
Inter - office account

Due from other Branch
Deposits

Due from Head Office and other Branch

Due to Head Office
Due to other Branch

Due to Head Office and other Branch

2013 2012

LAK LAK

- 420,657,600

461,203,200 458,899,200
461,203,200 879,556,800
2013 2012

LAK LAK
15,939,084,905 14,586,602,372
11,119,601,447 15,803,072,113
27,058,686,352  30,389,674,485

- 228,211,171

- 228,211,171

27,058,686,352  30,617,885,656
(56,049,000,000)  (105,439,488,000)
(4,779,325,788)  (34,476,302,727)
(60,828,325,788)  (139,915,790,727)
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21 Related party balances and transactions (Cont’d)

Due from Head Office and other Branches are analysed as follows:

2013 2012
LAK LAK

a) By maturity:
At call 27,058,686,352 30,617,885,656

b) By currency:
LAK 65,701,471,647 65,816,299,275
uUsD 16,793,374,236  22,182,067,486
THB (55,436,159,531) (57,380,481,105)

27,058,686,352  30,617,885,656

Due to Head Office and other Branches are analysed as follows:

2013 2012
LAK LAK

a) By maturity:
At call (60,828,325,788) (106,331,930,727)
Within 3 months - 33,583,860,000

(60,828,325,788) (139,915,790,727)

b) By currency:

LAK 181,703,905 (165,237,000)
USD (59,285,161,405)  (23,906,681,745)
THB (1,724,868,288) (115,843,871,982)

(60,828,325,788)  (139,915,790,727)

Due to Head office and other Branch are without a fixed term of repayment and the
interest rates range from 2.83% - 3.67% p.a. (2012: 2.95% - 3.68% p.a.)

Significant transactions with related parties during the year were conducted on normal
commercial terms as follows:

2013 2012
LAK LAK
Inter-office fee income 442 728 551,921
Interest expense (994,803,738)  (5,184,921,331)
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22 Financial risk management policies

The guidelines and policies adopted by the Branch to manage the risks that arise in
conduct of its business activities are as follows:

22.1

22.2

Credit risk

Credit risk is the potential loss of revenue and principal in the form of specific
provisions as a result of defaults by the borrowers or counterparties through its
lending, hedging and investing activities.

The primary exposure to credit risk arises through its loans and advances. The
amount of credit exposure in this regard is represented by the carrying amounts of
the assets on the statement of financial positions. The lending activities are guided
by the Branch's credit policy to ensure that the overall objectives in the area of
lending are achieved i.e., 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.

Market risk

Market risk is the risk of loss arising from adverse movement in the level of
market prices or rates, the two key components being foreign currency exchange
risk and interest rate risk.

(i)  Foreign currency exchange risk

Foreign currency exchange risk refers to the adverse exchange rate movements
on foreign currency exchange positions taken from time to time. The Branch
maintains a policy of not exposing itself to large foreign exchange positions.
Any foreign currency exchange open positions are monitored against the
operating requirements, predetermined position limits and stop-loss limits,

(if)  Interest rate risk

Interest rate risk refers to the volatility in net interest income as a result of
changes in the levels of interest rate and shifts in the composition of the
assets and liabilities. Interest rate risk is managed through close monitoring
of returns on investment, market pricing, and cost of funds and through
interest rate sensitivity gap analysis. The potential reduction in net interest
income from an unfavorable interest rate movement is monitored against
the risk tolerance limits set.
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22 Financial risk management policies (Cont’d0

22.3 Liquidity risk

Liquidity risk relates to the ability to maintain sufficient liquid assets to meet its
financial commitments and obligations when they fall due at a reasonable cost.

The management of the Branch closely monitors all inflows and outflows and
maturity gaps through periodical reporting. Movements in loans and customers’
deposits are monitored and liquidity requirements adjusted to ensure sufficient liquid
assets to meet its financial commitments and obligations as when they fall due.
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