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Tudut 31 fiuol 2019
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fngeiiumy 2019 2018
Fugy
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éuﬁuﬁnﬁjﬁﬂﬁaﬁn 8 2,946,647,776 3,853,468,024
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ST
c‘j’uzﬁs'éumnmmgnﬁﬂ 1 351,484,218,433 213,675,130,818
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2INeUN AR 13 485,843,694 943,518,601
wEudy 14 5,986,266,013 4,604,608,507
Q0UE Sy 723,456,328,140 219,728,253,926
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fugsjaies 15 100,210,585,000 100,210,585,000
anvﬁénﬁnjﬂu‘iméj tay 21293y 21 (61,953,664,443) (93,677,218,699)
c%‘ﬁuﬁﬁnﬁnjw?mﬂ oy 1218y 21 80,288,036,162 404,994,011,704
nusserfinoe 16 8,928,815,686 8,928,815,686

na (206y) 2Ly (17,322,859,592)

(16,314,098,879)

Aouiugesigiingwing

ADUMIEY tay Tugeesdiingulng
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833,607,240,953
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Avenende 18 (13,611,846,610) (4,501,543,230)
AwBunenidugnd 10,957,107,442 10,910,000,000
AMeSUaNIMUIY AL ol 3,160,079,058 3,402,442,416
AMUVWNINIL KRy el (143,757,318) (124,618,036)
UBUAMIUIL Ry aeningnd 3,016,321,740 3,277,826,380
AuSUIINSONIAN U 670,749,241 1,821,924,782
QuSuSuy 254,979,408 255,522,090
AouuSuIIMnuOaluly 14,898,157,829 16,265,273,252
Qeiioty tay A Snm 19 (12,611,147,028) (11,615,915,634)
dufiu (Duiin) c‘j‘u::sﬁﬂﬁuuﬁﬁj‘cﬁ'azgu
2o TUlHIOL waz (uaoyuin 7 (2,810,927,822) 16,411,365,189
u%gu 7 - (32,283,036,667)
v iguannuiuiup (15,422,074,848) (27,487,587,112)
2.0fiuneusMauna (522,917,019) (11,222,313,860)
MUAWSIMBUNN 13 (485,843,694} (943,516,601)
21nfugndidEud (1,008,760,713) (12,165,830,461)
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waz meduuol

nutiiupues) Nusnse) nta (2niv)
giusen finvsmunyoiiv tuinoe axdu aou

vandnuiludud 1 Jiney 2018 100,210,585,000 272,226,286,296 8,928,815,686 (4,148,268,418) 377,217,418,564
Wodutuazmdnd - 39,090,506,709 - - ' 39,090,506,709
2101?111:_101?’1&1‘15118 - - - (12,165,830,461) (12,165,830,461)
vencgiotiuTWSun 31 Hivor 2018 100,210,585,000 311,316,793,005 8,928,815,686 (16,314,098,879) 404,142,094,812
gendnu tudud 1 Jiney 2019 100,210,585,000 311,316,793,005 8,928,815,686 (16,314,098,879) 404,142,094,812
cwéugu?ua:méﬂjﬁ - (292,982,421,286) - - (292,982,421,286)
2nRugnfiddul - - - (1,008,760,713) (1,008,760,713)
vongiediotudui 31 fivor 2019 100,210,585,000 18,334,371,719 8,928,815,686 (17,322,859,592) 110,150,912,813
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2afiunousmsuni i (522,917,019) (1,222,313,860)
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Guinsu () nfioazndacduy:
mq‘;wzﬁj:u Qs E'nté"e.ugum 8,9 1,051,449,312 1,363,694,126
uveneniduatiigegTy 2,413,957 3,228,382
Budin Hutiv) SucsSuriadfiaavgu
(2w (Juaouii 7 2,810,927,822 (16,411,365,189)
ganRuRnnIgLRtigy 7 - 32,288,086,667
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15,990,177,299
41,156,815

(5,282,545)

(24,568,954,052)
13,611,848,610

8,264,113,013

(15,411,543,230)
4,501,543,230

8,410,818,199
24,211,043,293

(10,012,748,500)

(943,516,601)

3,370,393,139
15,412,354,329

(4,401,828,925)
(1,865,120,545)

21,665,596,391

(12,230,274,932)
(281,092,762,095)

1,119,955,073

128,646,036,179
365,000,000,000
(2,380,958,263)

12,515,797,998

2,952,718,405
26,984,671,603
963,303,921

(1,082,061,005)

(1,179,625,166)

220,727,592,353

41,154,805,756
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(54,349,920)

(309,924,931,431)

(54,349,920)

30,846,006,754

(309,979,281,351)

30,791,656,834

(89,284,490,990)
349,841,096,974

71,239,158,590
277,901,938,384

260,556,605,984

349,841,096,974

9,733,691,908
250,822,914,076

7,173,540,093
342,667,556,881

260,556,605,984
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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 properly
drawn up so as to give a true and fair view of the financial position of the Branch as at
December 31, 2019, and the related statements of income, changes in Head Office account
and cash flows for the year then ended. In preparing these financial statements, the Branch
Manager is required to:

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

ii)  comply with regulations of the Bank of Lao PDR and accounting policies set out
in Note 2 to the financial statements and ensure that these have been appropriately
disclosed, explained and quantified in the financial statements;

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

iv)  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

v)  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.

Ms. Penpit Tongyingsiri
Branch Manager

27 March 2020
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REPORT OF THE INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

TO THE BRANCH MANAGER OF BANK OF AYUDHYA PUBLIC COMPANY LIMITED
- VIENTIANE BRANCH

Opinion

We have audited the financial statements of Bank of Ayudhya Public Company Limited -
Vientiane Branch (the “Branch”), which comprise the statement of financial position as at
December 31, 2019, and the related statements of income, changes in Head Office account
and cash flows for the year then ended, and notes to the financial statements, including
a summary of significant accounting policies.

In our opinion, the accompanying financial statements of Bank of Ayudhya Public Company
Limited - Vientiane Branch for the year ended December 31, 2019 are prepared, in all
material respects, in accordance with the regulations of the Bank of Lao PDR and the basis

for preparation of the financial statements and accounting policies described in Note 2 to
the financial statements.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs™).
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Branch in accordance with the International Ethics Standards Board for
Accountants Code of Ethics for Professional Accountants (“IESBA Code”) together with
the ethical requirements that are relevant to our audit of the financial statements, and
we have fulfilled our other ethical responsibilities in accordance with these requirement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Emphasis of Matter - Basis of Accounting and Restriction of Use

We draw attention to Note 2 to the financial statements, which describes the basis for
preparation of the financial statements and the accounting policies of the Branch.
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.
Our opinion is not modified in respect of this matter.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited ("DTTL", its global network of member firms, and their related entities. DTTL (also referred to as “Deloitte Global") and
each of its member firms are legally separate and independent entities. DTTL does not provide services to clients. Please see www.delaitte.com/about to learn more.
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation of the financial statements in accordance
with the regulations of the Bank of Lao PDR and the basis for preparation of the financial
statements and the accounting policies described 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
erTor.

In preparing the financial statements, management is responsible for assessing the Branch’s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends
to liquidate the Branch or to cease operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be

expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, mistepresentations, or the override of internal control.

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

* Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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* Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Branch’s
ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of

our auditor’s report. However, future events or conditions may cause the Branch to
cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

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

@ﬁ.«&

Chavala Tienpasertkij
VIENTIANE Certified Public Accountant
March 27, 2020 DELOITTE (LAO) SOLE COMPANY LIMITED



BANK OF AYUDHYA PUBLIC COMPANY LIMITED - VIENTIANE BRANCH

STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2019

UNIT : LAK
Notes 2019 2018
ASSETS

Cash 3 9,733,691,908 7,173,540,093
Deposits with other banks 4 250,822,914,076 342,667,556,881
Statutory deposits 5 33,791,292,778 20,613,791,754
Loans and advances 6 512,608,827,481 222,044,893,667
Allowance for doubtful loans and advances 7 (5,126,088,684) (2,220,449,132)
Property and equipment 8 2,946,647,776 3,853,468,024
Intangible asset 9 56,465,989 204,167,331
Other assets 10 28,773,489,629 29,528,380,120

TOTAL ASSETS

833,607,240,953

623,865,348,738

Notes to the financial statements form an integral part of these statements



BANK OF AYUDHYA PUBLIC COMPANY LIMITED - VIENTIANE BRANCH

STATEMENT OF FINANCIAL POSITION (CONTINUED)

AS AT DECEMBER 31, 2019

UNIT : LAK
Notes 2019 2018
LIABILITIES AND HEAD OFFICE ACCOUNT

LIABILITIES
Deposits from customers 11 351,484,218,433 213,675,130,818
Deposits from other banks 12 365,500,000,000 500,000,000
Accrued income tax 13 485,843,694 943,516,601
Other liabilities 14 5,986,266,013 4,604,606,507
TOTAL LIABILITIES 723,456,328,140 219,723,253,926
HEAD OFFICE ACCOUNT
Branch capital 15 100,210,585,000 100,210,585,000
Due from Head Office and other branches 21 (61,953,664,443) (93,677,218,699)
Due to Head Office and other branches 21 80,288,036,162 404,994,011,704
Legal reserve 16 8,928,815,686 8,928,815,686

Retained earnings (accumulated deficit)
TOTAL HEAD OFFICE ACCOUNT
TOTAL LIABILITIES AND HEAD OFFICE ACCOUNT

(17,322,859,592)

(16,314,098,879)

110,150,912,813

404,142,094,812

833,607,240,953

623,865,348,738

Notes to the financial statements form an integral part of these statements



BANK OF AYUDHYA PUBLIC COMPANY LIMITED - VIENTIANE BRANCH
STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2019

UNIT : LAK
Notes 2019 2018
Interest income 17 24,568,954,052 15,411,543,230
Interest expenses 18 (13,611,846,610) (4,501,543,230)
Net interest income 10,957,107,442 10,910,000,000
Fee and commission income 3,160,079,058 3,402,442,416
Fee and commission expenses (143,757,318) (124,616,036)
Net fee and commission income 3,016,321,740 3,277,826,380
Gain on exchange rate 670,749,241 1,821,924,782
Other income 254,979,406 255,522,090
Total operating income 14,899,157,829 16,265,273,252
General and administrative expenses 19 (12,611,147,026) (11,615,915,634)
Reversal (charge) of provision for doubtful
loans and advances 7 (2,810,927,822) 16,411,365,189
Bad debt 7 - (32,283,036,667)
Total operating expenses (15,422,074,848) (27,487,587,112)
Loss before income tax expenses (522,917,019) (11,222,313,860)
Income tax expenses 13 (485,843,694) (943,516,601)

Net loss for the year

(1,008,760,713)

(12,165,830,461)

Notes to the financial statements form an integral part of these statements



BANK OF AYUDHYA PUBLIC COMPANY LIMITED - VIENTIANE BRANCH
STATEMENT OF CHANGES IN HEAD OFFICE ACCOUNT

FOR THE YEAR ENDED DECEMBER 31, 2019

UNIT : LAK
Net balance of
inter-office accounts
with Head Office and
other branches Retained
under the same earnings
Branch capital entity Legal reserve (accumulated deficit) Total
Opening balance as at January 1, 2018 100,210,585,000 272,226,286,296 8,928,815,686 (4,148,268,418) 377,217,418,564
Increase during the year - 39,090,506,709 - - 39,090,506,709
Net loss for the year - - - (12,165,830,461) (12,165,830,461)
Closing balance as at December 31, 2018 100,210,585,000 311,316,793,005 8,928,815,686 (16,314,098,879) 404,142,094,812
Opening balance as at January 1, 2019 100,210,585,000 311,316,793,005 8,928,815,686 (16,314,098,879) 404,142,094,812

Decrease during the year
Net loss for the year

Closing balance as at December 31, 2019

(292,982,421,286)

(1,008,760,713)

(292,982,421,286)

(1,008,760,713)

100,210,585,000

18,334,371,719

8,928,815,686

(17,322,859,592)

110,150,912,813

Notes to the financial statements form an integral part of these statements



BANK OF AYUDHYA PUBLIC COMPANY LIMITED - VIENTIANE BRANCH

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2019

UNIT : LAK
Notes 2019 2018
Cash flows from operating activities
Loss before income tax expenses (522,917,019) (11,222,313,860)
Adjustments to reconcile net profit for the year
to cash received (paid) from operating activities:
Depreciation and amortisation 8,9 1,051,449,312 1,363,694,126
Deferred interest expenses 2,413,957 3,228,382
Doubtful of loans and advances
charges (reversal) 7 2,810,927,822 (16,411,365,189)
Loss from write-off bad debt 7 - 32,283,036,667
Unrealised loss on exchange rate 15,990,177,299 8,264,113,013
Write-off of fixed assets 41,156,815 -
Gain from disposal fixed assets (5,282,545) -
Interest income 17 (24,568,954,052) (15,411,543,230)
Interest expenses 18 13,611,846,610 4,501,543,230
Cash generated from operations 8,410,818,199 3,370,393,139
Interest received 24,211,043,293 15,412,354,329
Interest paid (10,012,748,500) (4,401,828,925)
Income tax paid 13 (943,516,601) (1,865,120,545)
Net cash provided by operating activities
before changes in operating assets and liabilities 21,665,596,391 12,515,797,998
Changes in operating assets and liabilities :
Decrease (increase) in operating assets:
Statutory deposits (12,230,274,932) 2,952,718,405
Loans and advances (281,092,762,095) 26,984,671,603

Other assets
Increase (decrease) in operating liabilities:
Deposits from customers
Deposits from other banks
Other liabilities

Net cash provided by operating activities

1,119,955,073

128,646,036,179
365,000,000,000
(2,380,958,263)

963,303,921

(1,082,061,005)

(1,179,625,166)

220,727,592,353

41,154,805,756




BANK OF AYUDHYA PUBLIC COMPANY LIMITED - VIENTIANE BRANCH

STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2019

UNIT: LAK
2019 2018
Cash flows from investing activities
Cash proceed from disposal of equipment 5,282,545 -
Cash paid for purchases of leasehold
improvement and equipment (38,084,537) (7,304,000)
Net cash used in investing activities (32,801,992) (7,304,000)
Cash flows from financing activities
Cash paid for repayment of liabilities under
financial lease agreement (54,349,920) (54,349,920)
Increase in net balance of
inter-office accounts with Head office and
other branches under the same entity (309,924,931,431) 30,846,006,754
Net cash provided by (used in) financing activities (309,979,281,351) 30,791,656,834
Net increase (decrease) in cash and cash equivalents (89,284,490,990) 71,939,158,590
Cash and cash equivalents at beginning of the year 349,841,096,974 277,901,938,384

Cash and cash equivalents at end of the year

Cash and cash equivalents
Cash
Deposits with other banks

Non-cash transactions

Liability under finance lease agreement

260,556,605,984

349,841,096,974

9,733,691,908
250,822,914,076

7,173,540,093
342,667,556,881

260,556,605,984

349,841,096,974

124,427,617

Notes to the financial statements form an integral part of these statements

176,363,580



BANK OF AYUDHYA PUBLIC COMPANY LIMITED - VIENTIANE BRANCH
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2019

1. ORGANISATION AND PRINCIPAL ACTIVITIES

Bank of Ayudhya Public Company Limited (the “Bank™) is incorporated in Thailand.
The Vientiane 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. 01/BOL/94)
granted by the Bank of Lao PDR (“BOL”) on April 18, 1994. The principal activity of the
Branch is the provision of comprehensive banking and related financial services in Lao PDR.

These financial statements were approved for issue by the Branch’s management on
March 27, 2020.

2. 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 presentation

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

The financial statements have been prepared in accordance with the regulations of
the 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.
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2.5

2.6

2.7

2.8

Financial instruments

The Branch’s significant financial assets and liabilities include cash, amount due
from and due to Head Office and other branches, deposits with other banks, loans
and advances, deposits from customers and from 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 assets and liabilities
outstanding at the statement of financial positions date and income and expenses for
each statement of income presented are translated into 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 when incurred

and from the foreign exchange translation are recognised in the statements of
income.

Cash

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

Deposits with other banks

Deposits with other banks are carried at cost.

Statutory deposits

Statutory deposits are carried at cost.

Loans and advances

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

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



-3-

2.9 Allowance for doubtful loans and advances

Loan classification and provision for losses are made in accordance with BOL
regulations No.512/BoL dated June 29, 2018. 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 29 days 0.5%
Special mentioned 30 to 89 days 3%
Substandard 90 to 179 days 20%
Doubtful 180 to 359 days 50%
Loss Over 360 days 100%

Recovery on loans and advances 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 and advance or portion of a loan and advance classified as bad
debt is written off after taking into consideration the realisable value of the collateral
(if any) when in the judgement of the management there is no prospect of recovery.

2.10 Property and equipment

(i) Items of property and equipment are stated at cost less accumulated depreciation
and allowance for impairment (if any).

(i) Depreciation of property and equipment is calculated using the straight-line
method to allowance their cost to their residual values over their estimated
useful lives, as follows:

Leasehold improvements 10 years, or over the period of lease

if less than 10 years
Furniture and equipment 5 years
Computer hardware 5 years
Motor vehicles 5 years

(ii) 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.

(iv) 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.

(v)  Fully depreciated property and equipment is retained on the statement of financial
positions until disposed of or written off.
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(vi) 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 statement of income immediately.

Intangible asset

Intangible asset consists of computer software which is capitalised on the basis of
the costs incurred to acquire and bring to use the specific software. Intangible asset
is stated at cost less accumulated amortisation and allowance for impairment (if any).

Amortisation is calculated by the straight-line method, based on the estimated useful
life of 5 years.

Deposits from customers and other banks

Deposits from customers and other banks are carried at cost and adjusted for accrued
interest.

Due from and due to Head Office and other branches

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

Provisions

Provisions are recognised in the statement of financial positions 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.

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

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

(b) 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,

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

Interest expenses

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

Leases - The Branch as lessee
Operating leases

Leases not transferring a significant portion of the risks and rewards of ownership to
the Branch 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.

Finance leases

Leases under which the Branch assumes substantially all the risk and rewards of
ownership are classified as finance leases. The Branch capitalised the asset and
recorded liabilities in the statements of financial position of lessee in the lower of
its fair value of the present value of the minimum lease payments at the inception
of the lease, less accumulated depreciation and impairment losses. Lease
payments are apportioned between the finance charges and reduction of the lease
liability. Finance charges are charged directly to the statements of income.

Income tax expenses
Income tax expenses 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 positions date.



3.

2.19 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.

CASH

Cash as at December 31, 2019 and 2018 were as follows:

2019 2018

LAK LAK
Lao Kip (“LAK”) 3,022,616,500 1,176,524,803
United States Dollar (“USD”) 5,699,836,142 2,990,271,768
Thai Baht (“THB”) 1,011,239,266 3,006,743,522
9,733,691,908 7,173,540,093

DEPOSITS WITH OTHER BANKS

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

Deposits with other banks as at December 31, 2019 and 2018 were as follows:

2019 2018
LAK LAK
Domestic items:
BOL 242,018,835,751  338,498,476,073
Other banks 176,805,748 322,571,501
Foreign items:
Other banks 8,627,272,577 3,846,509,307

250,822,914,076  342,667,556,881
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The above accounts are classified as follows:

2019 2018
LAK LAK
By maturity:
At call 250,822,914,076  342,667,556,881
250,822,914,076  342,667,556,881
By currency:
LAK 123,290,710,320 34,463,686,342
UsSD 94,754,620,149  282,475,786,416
THB 32,777,583,607 25,728,084,123

250,822,914,076

342,667,556,881

STATUTORY DEPOSITS

Statutory deposits as at December 31, 2019 and 2018 were as follows:

2019 2018
LAK LAK
Statutory deposits on:
Branch capital 50,242,500 50,242,500

Customer deposits 33,741,050,278

33,791,292,778

20,563,549,254
20,613,791,754

Statutory deposits on capital are maintained with the BOL in compliance with BOL
regulations. These deposits do not earn interest.

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 Kip and 10% on deposits of
United States Dollar and Thai Baht. These deposits do not earn interest.
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LOANS AND ADVANCES

Loans and advances as at December 31, 2019 and 2018 were as follows:

Overdrafts
Promissory notes
Commercial loans
Staff loans

Trust receipts

Loans and advances are classified as follows:

a) By maturity:
Within 1 year
More than 1 year

b) By economic sectors:
Trading
Other industries

c) By currency:
LAK
USD
THB

d) By perfoi*mance:
Performing loans

2019
LAK

8,782,882,613
129,266,099,138
302,663,500,000
6,500,000
71,889,845,730

2018
LAK

9,187,742,730
171,224,264,777
3,245,500,000
5,975,000
38,381,411,160

512,608,827,481

222,044,893,667

2019
LAK

210,527,327,481
302,081,500,000

2018
LAK

219,381,393,667
2,663,500,000

512,608,827,481

222,044,893,667

170,559,717,569
342,049,109,912

203,622,173,802
18,422,719,865

512,608,827,481

222,044,893,667

407,374,420,087
79,676,883,775
25,557,523,619

59,102,008,660
126,109,997,767
36,832,887,240

512,608,827,481

222,044,893,667

512,608,827,481

222,044,893,667

512,608,827,481

222,044,893,667
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7. ALLOWANCE FOR DOUBTFUL LOANS AND ADVANCES

Allowance for doubtful loans and advances as at December 31, 2019 and 2018 were as

follows:
2019 2018
LAK LAK
Allowance for doubtful loans and advances
at the beginning of the years (2,220,449,132)  (18,146,146,521)
Provision (charge) reversal for doubtful loans
and advances occurred during the years (2,810,927,822) 16,411,365,189
Foreign exchange translation differences (94,711,730) (485,667,800)
Allowance for doubtful loans and advances
at the end of the years (5,126,088,684) (2,220,449,132)

The breakdown of loan classification and allowance for doubtful accounts as at December 3 1,
2019 and 2018 were as follows:

2019 2018
Loan balance Allowance for Loan balance Allowance for
doubtful doubtful
accounts accounts
LAK LAK LAK LAK
Performing loans
Normal 512,608,827,481  (5,126,088,684) 222,044,893,667  (2,220,449,132)
Special mentioned - - - -
Total 512,608,827,481  (5,126,088,684) 222,044,893,667  (2,220,449,132)
Non-performing loans
Substandard - - - -
Doubtful - - - -
Loss - - - -
Total - - -

512,608,827,481  (5,126,088,684) 222,044,893,667  (2,220,449,132)

The Branch has written off NPL customers in commercial segment according to the
approval of the meeting of Non-Performing Loan (“NPL”)/ Non-Performing Asset
(“NPA”)/ Trouble Debt Restructuring (“TDR”) sub-committee No.17/2018 which held on
May 21, 2018, amounting to LAK 32,283 million and reversed allowance for doubtful
account of LAK 32,283 million (2019: Nil).
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PROPERTY AND EQUIPMENT

Property and equipment as at December 31, 2019 and 2018 were as follows:

Cost:
Leasehold improvements
Furniture and equipment
Computer hardware
Motor vehicles
Total cost

Accumulated depreciation:
Leasehold improvements
Furniture and equipment
Computer hardware
Motor vehicles

Total accumulated
depreciation

Total property and equipment

Cost:
Leasehold improvements
Furniture and equipment
Computer hardware
Motor vehicles
Total cost

Accumulated depreciation:
Leasehold improvements
Furniture and equipment
Computer hardware
Motor vehicles

Total accumulated
depreciation

Total property and equipment

Depreciation for the years ended December 31,

2019
2018

Balance as at Additions Disposals Balance as at
January 1, December 31,
2019 2019
LAK LAK LAK LAK
8,221,757,677 - (27,721,511) 8,194,036,166
2,381,497,283 29,636,537  (119,047,653)  2,292,086,167
718,204,298 8,448,000  (249,599,012) 477,053,286
1,160,418,950 - - 1,160,418,950
12,481,878,208 38,084,537  (396,368,176) 12,123,594,569
(5,251,972,022)  (504,293,971) 13,891,127 (5,742,374,866)
(1,945,407,034)  (239,708,492) 116,955,138 (2,068,160,388)
(638,160,403) (69,487,040) 243,181,827 (464,465,616)
(792,870,725)  (109,075,198) - (901,945,923)
(8,628,410,184)  (922,564,701) 374,028,092 (9,176,946,793)
3,853,468,024 2,946,647,776
Balance as at Additions Disposals Balance as at
January 1, December 31,
2018 2018
LAK LAK LAK LAK
8,221,757,677 - - 8,221,757,677
2,375,953,283 5,544,000 - 2,381,497,283
716,444,298 1,760,000 - 718,204,298
1,160,418,950 - - 1,160,418,950
12,474,574,208 7,304,000 - 12,481,878,208
(4,747,571,722)  (504,400,300) - (5,251,972,022)
(1,667,940,069)  (277,466,965) - (1,945,407,034)
(560,171,975) (77,988,428) - (638,160,403)
(661,278,467)  (131,592,258) - (792,870,725)
(7,636,962,233)  (991,447,951) - (8,628,410,184)
4,837,611,975 3,853,468,024
LAK 922,564,701
LAK 991,447.951

As at December 31, 2019 and 2018, the Branch had a motor vehicle, which are under
finance lease, with the original costs amounting LAK 261 million.
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INTANGIBLE ASSET

Intangible asset as at December 31, 2019 and 2018 were as follows:

Balance as at Additions Disposal Balance as at
January 1, December 31,
2019 2019
LAK LAK LAK LAK
Cost:
Computer software 3,244,794,990 - (427,588,730) 2,817,206,260
Total cost 3,244,794,990 - (427,588,730) 2,817,206,260
Accumulated amortisation:
Computer software (3,040,627,659) (128,884,611) _ 408,771,999  (2,760,740,271)
Total accumulated amortisation (3,040,627,659) (128,884,611) 408,771,999 (2,760,740,271)
Total intangible asset 204,167,331 56,465,989
Balance as at Additions Disposal Balance as at
January 1, December 31,
2018 2018
LAK LAK LAK LAK
Cost:
Computer software 3,244,794,990 - - 3,244,794,990
Total cost 3,244,794,990 - - 3,244,794,990
Accumulated amortisation:
Computer software (2,668,381,484) (372,246,175) - (3,040,627,659)
Total accumulated amortisation (2,668,381,484) (372,246,175) - (3,040,627,659)
Total intangible asset 576,413,506 204,167,331
Amortisation for the years ended December 31,
2019 LAK 128,884,611
2018 LAK 372,246,175
10. OTHER ASSETS
Other assets as at December 31, 2019 and 2018 were as follows:
2019 2018
LAK LAK

Interest receivables
Prepaid office rental
Prepaid insurance
Others

509,136,114

151,225,355

28,209,327,803  29,254,117,727
8,984,263 8,176,096
46,041,449 114,860,942
28,773,489,629  29,528,380,120

The Branch entered into 2 operating lease agreements to rent the office building for 30
years from January 1, 2017 to December 31, 2046. The prepaid office rental is amortised

over the lease term.
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11. DEPOSITS FROM CUSTOMERS

Deposits from customers as at December 31, 2019 and 2018 were as follows:

Current accounts
Saving accounts
Fixed deposits

Deposits from customers are classified as follows:

a) By maturity:
Within 1 year
More than 1 year

2019 2018

LAK LAK
48,859,808,280 85,126,909,901
269,036,964,459  108,762,467,246
33,587,445,694 19,785,753,671
351,484,218,433  213,675,130,818

2019 2018

LAK LAK

351,175,459,811
308,758,622

208,454,363,816
5,220,767,002

351,484,218,433

213,675,130,818

b) By currency:
LAK
USD
THB

87,614,879,268
238,992,441,348
24,876,897,817

21,509,028,298
172,030,628,793
20,135,473,727

351,484,218,433

213,675,130,818

12. DEPOSITS FROM OTHER BANKS

Deposits from other banks as at December 31, 2019 and 2018 were as follows:

Current accounts
Fixed deposits

Deposits from other banks are classified as follows:

a) By maturity:
At call
Within 1 year
More than 1 year

b) By currency:
LAK

2019 2018
LAK LAK
500,000,000 500,000,000
365,000,000,000 -
365,500,000,000 500,000,000
2019 2018
LAK LAK
500,000,000 500,000,000
65,000,000,000 -
300,000,000,000 -
365,500,000,000 500,000,000
365,500,000,000 - 500,000,000
365,500,000,000 500,000,000
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13. ACCRUED INCOME TAX AND INCOME TAX EXPENSES

Accrued income tax as at December 31, 2019 and 2018 and income tax expenses for

the years ended December 31, 2019 and 2018 were as follows:

2019
LAK
Accrued income tax at the beginning
of the years 943,516,601
Income tax expenses for the years 485,843,694

Income tax paid during the years

(943,516,601)

2018
LAK

1,865,120,545
943,516,601

(1,865,120,545)

Accrued income tax at the end of the years 485,843,694

943,516,601

In accordance with Lao Income Tax Law, the Branch has an obligation to pay corporate

income tax of 20% of taxable income.

The reconciliation of income taxes computed at the statutory tax rate to the income tax

expenses shown in the statement of income is as follows:

2019
LAK %
Loss before income tax expenses
- accounting basis (522,917,019)

2018
LAK

Y%

(11,222,313,860)

Income tax expense (reversal)
using statutory tax rate

Tax effects of non-deductible
expenses, net

(104,583,404)  20.00

(2,244,462,772)  20.00

590,427,098 (112.91) 3,187,979.373 (28.41)

Income tax expenses 485,843,694  (9.91)

943,516,601

(8.41)

14. OTHER LIABILITIES
Other liabilities as at December 31, 2019 and 2018 were as follows:

2019
LAK

Interest payable to customers
Interest payable to Head Office
Interest payable to other branches
Interest payable to other banks

515,103,040

571,841,704
2,959,532,909

2018
LAK

259,413,138
38,921,770
149,044,635

27,666,870
2,425,230,451
176,363,580
1,527,966,063

Cashier’s cheques 14,982,000
Certified cheque 123,928,704
Liability under finance lease agreement 124,427,617
Others 1,676,450,039

5,986,266,013

4,604,606,507
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The Branch has entered into finance lease agreement for motor vehicle. Finance lease
liabilities as at December 31, 2019 and 2018 consisted of the following:

2019
LAK
Principal Interest Payment
Within one year . 52,763,363 1,586,557 54,349,920
One year to five years 71,664,254 802,306 72,466,560
Total 124,427,617 2,388,863 126,816,480
2018
LAK
Principal Interest Payment
Within one year 51,935,963 2,413,957 54,349,920
One year to five years 124,427,617 2,388,863 126,816,480
Total _ 176,363,580 4,802,820 181,166,400

BRANCH CAPITAL

The Branch has initial registered branch capital amount of USD 5 million. In accordance
with Agreement on Increasing in Minimum Registered Capital and Investment Capital of
Commercial Bank No.141/PM dated on September 24, 2009 of BOL, the Branch of foreign
bank in the 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 December 19, 2012, the Branch increased the Branch capital from LAK 70,148,605,000
to LAK 100,210,585,000 in accordance with the approval of capital increment by Bank
Supervision Department (BSD) issue letter number 3 dated on January 3, 2013.

According to Amended Law on Commercial Bank 56/NA dated on December 7, 2018
which was published in Laos’s official gazette on June 7, 2019 and was enforced on
June 23, 2019, each Branch of a foreign commercial bank in Laos PDR should maintain
the minimum registered capital of LAK 300 billion. The BOL allows the Branch to
increase capital either on a one-time basis or in phases over the five-year period.

The Branch’s capital will be increased over the five-year period. The Branch has already
sought for BOL approval to inject the first capital injection by the first quarter of 2020
thus the Bank has already remitted fund of USD 4.505 million for the first capital
injection on March 18, 2020.

LEGAL RESERVE

A legal reserve shall be maintained in accordance with the BOL regulations, comprising
annual appropriations of 10% of net income.
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INTEREST INCOME
Interest income for the years ended December 31, 2019 and 2018 were as follows:

2019 2018
LAK LAK

Loans and advances 24,568,954,052 15,411,543,230

24,568,954,052 15,411,543,230

INTEREST EXPENSES

Interest expenses for the years ended December 31, 2019 and 2018 were as follows:

2019 2018

LAK LAK
Saving accounts 1,274,010,494 439,235,093
Fixed deposits 916,331,753 653,271,262
Fixed deposits from other branches 2,749,387,353 996,018,381

Fixed deposits from other banks
Borrowing from Head Office

7,517,013,698 -
1,155,103,312 2,413,018,494
13,611,846,610 4,501,543,230

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses for the years ended December 31, 2019 and 2018
were as follows:

Personnel expenses

Office rental

Depreciation and amortisation
Communication
Miscellaneous expenses

2019
LAK

7,681,125,392
1,316,190,474
1,051,449,312

367,088,406
2,195,293,442

2018
LAK

6,915,034,589
1,044,789,924
1,363,694,126

388,703,460
1,903,693,535

12,611,147,026

11,615,915,634
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20. COMMITMENTS AND CONTINGENCIES

21.

Commitments and contingencies as at December 31, 2019 and 2018 were as follows:

20.1

20.2

Taxation contingencies

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 subjected 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.

Off statements of financial positions
In the normal course of business, the Branch makes various commitments and incurs
certain contingent liabilities with legal recourse to its customers. No material losses

are anticipated as a result of these transactions.

The commitments and contingencies constitute are as follows:

2019 2018

LAK LAK
Outstanding guarantees issued 19,885,955,206 17,357,835,648
Import letters of credit 22,688,306,784  23,537,038,360
Standby letters of credit 7,654,832,000 7,812,320,000
Export and import bills 3,155,530,687 4,524,188,407
Clean bills sent for collection 69,594,067 22,966,830

53,454,218,744  53,254,349,245

All commitments and contingencies nature are between one to twelve months.

RELATED PARTY BALANCES AND TRANSACTIONS

Related party balances and transactions as at December 31, 2019 and 2018 were as

follows:
2019 2018
LAK LAK
Deposit from a related party T 52,694,254,291 32,610,853,098
Loan to a related party 330,000,000,000 8,000,000,000
Due from Head Office
Deposits 18,772,699,913 5,940,830,448

Other 43,180,964,530 87,593,600,069
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2019 2018
LAK LAK
61,953,664,443 93,534,430,517
Due from other branches
Other - 142,788,182
- 142,788,182
Due from Head Office and other branches 61,953,664,443 93,677,218,699

Due to Head Office
Due to other branches

(41,627,897,433)
(38,660,138,729)

(122,370,011,704)
(282,624,000,000)

Due to Head Office and other branches (80,288,036,162)

(404,994,011,704)

Due from Head Office and other branches are classified as follows:

2019
LAK

a) By maturity: .

At call 61,953,664,443

2018
LAK

93,677,218,699

61,953,664,443

93,677,218,699

b) By currency:

LAK (725,874,503) (1,073,162,125)
USD 43,905,452,033 88,661,424,504
THB 18,772,699,913 6,088,956,320
61,953,664,443 93,677,218,699
Due to Head Office and other branches are classified as follows:
2019 - 2018
LAK LAK

a) By maturity:

At call (50,432,036,162)
Within 3 months -
1 to 3 years (29,856,000,000)

(37,010,011,704)
(341,440,000,000)
(26,544,000,000)

(80,288,036,162)

(404,994,011,704)

b) By currency:

LAK (1,387,000)
USD (8,802,751,729)
THB (71,483,897,433)

(341,440,000,000)
(63,554,011,704)

(80,288,036,162)

(404,994,011,704)
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Significant transactions with related parties during the years were conducted on normal
commercial terms as follows:

2019 2018
LAK LAK
Other related parties
Interest income 11,746,333,333 704,444,444
Interest expense (619,294,657) (3,501,201)
Head Office and other branches
Interest expense (3,904,490,665) (3,409,036,875)

FINANCIAL RISK MANAGEMENT

The guidelines and policies adopted by the Branch to manage the risks that arise in
the 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 statements of financial position. The Branch’s lending activities
are guided by the Bank’s credit policy to ensure that the overall objectives in the
area of lending are achieved i.e., the Bank’s overall 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.

The credit exposure arising from off the statements of financial position activities,
1.e. commitments and contingencies, is disclosed in Note 20.

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.

(1) 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 the Bank’s policy of not exposing itself to large foreign exchange
positions. Any foreign currency exchange open positions are monitored against
the operating requirements and predetermined position limits.
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(ii) 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 re-pricing gap by
the Bank’s Risk Management Group.

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 Bank fully supports the Branch’s liquidity position. The Bank’s Risk Management
Group 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 when they fall due.

EVENT AFTER THE REPORTING PERIOD

According to Income Tax Law No.67/NA dated on June 18, 2019 which was published in
Laos’s official gazette on February 3, 2020 and in effective on February 17, 2020,
the corporate tax rate will be decreased from 24% to 20% of taxable income starting from
January 1, 2020. However, the Branch has been granted tax incentives at 20% under
The Investment Promotion Law since the establishment of the Branch.





