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REPORT OF THE INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

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

Opinion

We have audited the financial statements of Bank of Ayudhya Public Company Limited -
Savannakhet Branch (the “Branch™), which comprise the statement of financial position as
at December 31, 2017, 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 staternents present fairly, in all material respects,
the financial position of Bank of Ayudhya Public Company Limited - Savannakhet Branch as
at December 31, 2017, and its financial performance and its cash flows for the year then
ended in accordance with the regulations of the Bank of Lao PDR and accounting policies set
out 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 requirements. 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 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.
Our opinion is not modified in respect of this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the 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.

Deloitte refers to one or more of Deloitte Touche Tormazsu Limited, a UK private company fimited by guarantee ("DTTL", its network of member firms, and their related entizles. DTTL and
each of its member flrms are legally separate and independent entities. DTTL (alse referred o a5 “Delaitte Global’) does not provide services to clients. Please see www.delaltte.comfla‘abaut
for a more detailed descristion of DTTL and its member firms.
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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, misrepresentations, or the override of
internal control.

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

* Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

* 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 opinjon. 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 concerm.

*  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.
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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.

VIENTIANE - Certified Public Accountant < — =~
March 23, 2018 DELOITTE (LAO) SOLE COMPANY LIMITED
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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, 2017, 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;

i)  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;

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

Iv)  prepare the financjal statements on the going concemn 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.
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Branch Manager

23 March 2018



BANK OF AYUDHYA PUBLIC COMPANY LIMITED - SAVANNAKHET BRANCH

STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2017

UNIT : LAK
Notes 2017 2016
ASSETS

Cash 3 6,752,768,588 6,053,265,770
Deposits with other banks 4 794,644,852,317 286,146,909,794
Statutory deposits 5 28,582,141,390 24,261,665,025
Loans and advances 6 22,247,901,120 23,721,647,035
Allowance for doubtful loans and advances 7 (222,479,011) (437,216,469)
Property and equipment 8 357,996,483 550,175,825
Intangible assets 9 314,128,876 448,456,395
Other assets 10 347,857,553 1,475,891,220

TOTAL ASSETS

853,025,167,316

342,220,794.595

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



BANK OF AYUDHYA PUBLIC COMPANY LIMITED - SAVANNAKHET BRANCH

STATEMENT OF FINANCIAL POSITION (CONTINUED)

AS AT DECEMBER 31, 2017

Retained earnings

TOTAL HEAD OFFICE ACCOUNT

TOTAL LIABILITIES AND HEAD OFFICE ACCOUNT

4,639,537,253

UNIT : LAK
Notes 2017 2016
LIABILITIES AND HEAD OFFICE ACCOUNT

LIABILITIES
Deposits from customers 11 310,797,645,137 261,651,265,736
Accrued income tax 12 - 262,349,636
Other liabilities 13 582,853,233 699,257,727

. TOTAL LIABILITIES 311,380,498,370 262,612.873,099
HEAD OFFICE ACCOUNT
Branch capital 14 100,150,239,052 100,150,239,052
Due from Head Office and other branches 20 (66,393,849,009) (111,604,872,746)
Due to Head Office and other branches 20 499,743,888,118 81,928,763,667
Legal reserve 15 3,504,853,532 3,117,972,855

6,015,818,668

541,644,668,946

79,607,921,496

853,025,167,316

342,220,794,595

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




BANK OF AYUDHYA PUBLIC COMPANY LIMITED - SAVANNAKHET BRANCH

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2017

UNIT : LAK
Notes 2017 2016
Interest income 16 2,021,212,198 1,560,282.985
Interest expenses 17 (1,223,874,557) (1,223,486,498)
Net interest income 797,337,641 336,796,487
Fee and commission income 3,035,956,325 2,564,027,253
Fee and commission expenses (105,517,911 (115,768,260)
Net fee and commission income 2,930,438 414 2,448.258,993
Gain on exchange rate 3,424,600,946 7,827,737,390
Other income 247,000,218 198,851,642
Total operating income 7,399,377,219 10,811,644,512
General and administrative expenses 18 (2,624,787,760) (2,643,609,134)
(Charge) reversal of provision for doubtful
loans and advances 7 240,907,838 (371,469,939
Total operating expenses (2,383,879,922) (3,015,079,073)
Profit before income tax expenses 5,015,497.297 7,796,565,439
Income tax expenses 12 (1,146,690,518) (1,965,414.563)

Net profit for the year

3,868,806,779

5,831,150,876

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



BANK OF AYUDHYA PUBLIC COMPANY LIMITED - SAVANNAKHET BRANCH

STATEMENT OF CHANGES IN HEAD OFFICE ACCOUNT

FOR THE YEAR ENDED DECEMBER 31, 2017

UNIT : LAK

Note
Opening balance as at Januoary 1, 2016
Increase during the year
Net profit for the year
Remittance to Head Office
Transfer to legal reserve 15

Closing balance as at December 31, 2016

Branch capital

Net balance of

inter-office accounts

with Head Office and

other branches
under the same

entity

Legal reserve

Retained

earnings

Total

100,150,239,052

206,861,234,062
(236,537,343,141)

2,534,857,767

583,115,088

6,343,604,012
5.831,150,876

(5,575.821,132)

(583,115,088)

315,889,934,893
(236,537,343,141)

5,831.150,876
(5,575,821,132)

100,150,239,052

(29.,676.109,079)

3,117,972,855

6,015,818,668

79,607,921,496




BANK OF AYUDHYA PUBLIC COMPANY LIMITED - SAVANNAKHET BRANCH
STATEMENT OF CHANGES IN HEAD OFFICE ACCOUNT (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2017

UNIT : LAK
Net balance of
inter-office aceounts
with Head Office and
other branches
under the same Retained
Note Branch capital entity Legal reserve earnings Total
Opening balance as at January 1, 2017 100,150,239,052 (29,676,109,079) 3,117,972.855 6,015,818,668 79,607,921,496
Increase during the year - 463.026,148,188 - - 463,026,148,188
Net profit for the year - - - 3,868,806,779 3,868,806,779
Remittance to Head Office - - - (4,858,207,517) (4.858,207,517)
Transfer to legal reserve 15 - - 386,880,677 (386,880,677) -

Closing balance as at December 31, 2017

100,150,239,052 433,350,039,109 3,504,853,532

4,639,537,253

541,644,668,946

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



BANK OF AYUDHYA PUBLIC COMPANY LIMITED - SAVANNAKHET BRANCH

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED PECEMBER 31, 2017

UNIT : LAK
Notes 2017 2016
Cash flows from operating activities
Profit before income tax expenses 5,015,497 297 7,796,565,439
Adjustments to reconcile net profit for the year
to cash received from operating activities:
Depreciation and amortisation 8,9 351,110,139 336,761,148
Provision for doubtful loans and
advances charges (reversal) 7 (240,907,838) 371,469,939
Unrealised loss on exchange 20,040,635,423 3,511,681,834
Interest income 16 (2,021,212,198) (1,560,282,985)
Interest expenses 17 1,223,874, 557 1,223,486,498
Cash generated from operations 24,368,997.380 11,679,681,873
Interest received 3,019,755,193 723,847,440
Interest paid (1,123,206,584) (1,300,951,094)
Income tax paid | 12 (1,470,242.609) (2,221,713,245)

Net cash provided by operating activities before
changes in operating assets and liabilities
Changes in operating assets and liabilities:
Decrease (increase) in operating assets:
Statutory deposits
Loans and advances
Other assets
Increase (decrease) in operating liabilities:
Deposits from customers
Other liabilities

Net cash provided by operating activities

24,795,303,380

(2,153,981,867)
4,090,783,925
293,247,005

23,698,907,358
(271,540,951)

8,880,864,974

(636,280,962)
(17,146,993,530)
(430,991,004)

15,294.865,763
270,672,474

50,452,718,850

6,232,137,715




BANK OF AYUDHYA PUBLIC COMPANY LIMITED - SAVANNAKHET BRANCH

STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2017

UNIT : LAK
2017 2016
Cash flows from investing activities
Cash paid for purchases of equipment (24,603,278) (20,990,905)

Cash paid for purchases of intangible asset

Net cash used in investing activities

Cash flows from financing activities
Remittance to Head Office
Increase (decrease) in 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 (decrease) 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
Deposits with other banks

(71,842,980)

(24,603,278)

(92,833,885)

(4,858,207,517)

463,627,537,286

(5,575,821,132)

(237,945,729,267)

458,769,329,769

(243,521,550,399)

509,197.445,341
292.200,175,564

(237,382,246,569)
529,582,422,133

801,397,620,905

292.200,175,564

6,752,768,588
794,644,852,317

6,053,265,770
286,146,909,794

801,397,620,905

292.200,175,564

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



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

FOR THE YEAR ENDED DECEMBER 31, 2017

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 (“Lac PDR™) under a banking license (License
No. 20/BoL/2009) granted by the Bank of Lao PDR (“BoL") on June 24, 2009. 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 23, 2018.

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
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 Jjurisdictions.
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.



2.2

2.3

2.4

2.5

2.6

Financial instruments

The Branch’s significant financial assets and Habilities include cash, amournt due
from and due to Head Office and other branches, deposits with other banks, loans
and advances, deposits from customers, 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 coliection.

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 refiect the estimated recoverable amount.

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



2.9

2.10

-3.

Allowance for doubtful loans and advances

Loan classification and provision for losses are made in accordance with the BoL
regulation No.324/BoL dated April 19, 2011. 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 1%
Special mentioned 30 to 89 days 3%
Substandard 90 to 179 days 20%
Doubtful 180 to 359 days 50%
Loss Over 360 days 100%

Recoveries 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.

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 allocate 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

(iii) 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
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 ioss been recognised. The reversal is recognised in the statement
of income immediately.

Intangible assets

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
religble 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:

(a) 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) Sefvice charges and processing fees rare recognised when the service is provided.
Interest expenses

Interest expense on deposits and borrowings are recognised on an accrual basis.
Operating leases - for lease

Lease 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.

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.

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.
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CASH

Cash as at December 31, 2017 and 2016 were as follows:

2017 2016
LAK LAK
Lao Kip (“LAK™) 845,188,775 1,038,290,300
United States Dollar (“USD™) 055,599,601 726,054,566
Thai Baht (“THB”) 4,951,980.212 4,285,920,904

6,752,768,588 6,053,265,770

4. DEPOSITS WITH OTHER BANKS

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

Deposits and with other banks as at December 31, 2017 and 2016 were as follows:

Domestic items:

BolL

Other banks

The above accounts are classified as follows:

By maturity:

At call

By currency:

LAK
UsD
THB

2017
LAK

607,383,164,179
187,261,688,138

2016
LAK

208,227,899,224
77,919,010,570

794,644,852 317

286,146,909,794

2017
LAK

794,644,852,317

20106
LAK

286,146,909,794

794,644,852 317

286,146,909,794

67.874,661,659
526,428,970,063
200,341,220,595

27,366,489,052
85,499.315,872
173,281,104,870

794,644,852,317

286,146,909,794




STATUTORY DEPOSITS

Statutory deposits as at December 31, 2017 and 2016 were as follows:

2017 2016
LAK LAK
Statutory deposits on:
Branch capital 66,980,000 66,980,000
Customer deposits 28.515,161,390 24.194,685,025

28,582,141,390

24,261,665,025

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 Lao Kip and 10% on deposits of

USD and Thai Baht. These deposits do not earn interest.

LOANS AND ADVANCES

Loans and advances as at December 31, 2017 and 2016 were as follows:

Overdrafts
Promissory notes

The loans and advances are classified as follows:

a) By maturity:
Within 1 year

b) By economic sectors:
Manufacturing

¢} By currency:
THB

d) By performance:
Performing Loans

2017
LAK

22,247,901,120

2016
LAK

452,536,735
23,269,110,300

22,247,901,120

23,721,647,035

2017
LAK

22,247,901,120

2016
LAK

23,721,647,035

22,247,901,120

23,721,647,035

22,247,901,120

23,721,647,035

122,247,901,120

23,721,647,035
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ALLOWANCE FOR DOUBTFUL LOANS AND ADVANCES

Allowance for doubtful loans and advances as at December 31, 2017 and 2016 were as
follows:

2017 2016
LAK LAK
Allowance for doubtful loans and advances
at the beginning of the years (437,216,469) (65,078,497)
Reversal of provision for doubtful loans
and advances occurred during the years (charge) 240,907 838 (371,469,939)

Foreign exchange translation differences (26,170,380) (668,033)
Allowance for doubtful loans and advances
at the end of the years (222,479.011) (437.216,469)

The breakdown of loan classification and allowance for doubtful accounts as at December 31,
are as follows:

2017 2016
Loan balance Allowance for Loan balance Allowance for
doubtful doubtful
accounts accounts V
LAK LAK LAK LAK
Performing loans
Normal 22.247.901,120 (222,479.011) 23,721,647,035 (437,216,469)
Special mentioned - - - -
Total 22,247.901,120 (222.479.011) 23,721,647.035 (437,216,469)
Non-performing loans
Substandard - - - -
Doubtful - - - -
Loss - - - -
Total - - - -
22.247.901,120 (222,479,011) 23,721,647.035 (437,216,469)

' As at December 31, 2016, the Branch has allowance for doubtful accounts by LAK 437,216,469
which come from loan balance by LAK 23,721,647,035 and account due from other branches by
LAK 20,000,000,000.
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PROPERTY AND EQUIPMENT

Property and equipment December 31, 2017 and 2016 were as follows:

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

Accumulated depreciation:
Leaschold improvements
Fumiture and equipment
Computer hardware
Motor vehicles

Total accurnulated depreciation

Total property and equipment

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

Accumulated depreciation:
Leaschold improvements
Fumniture and equipment
Computer hardware
Motor vehicles

Total accumulated depreciation

Total property and equipment

Depreciation for the years ended December 31,

2017
2016

Balance as at Additions Disposals  Balance as at
January 1, December 31,
2017 2017
LAK LAK LAK LAK
1,623,405,166 - - 1,623,405,166
515,822,568 24,603,278 - 540,425,846
164,203,410 - - 164,203,410
250,480,000 - - 250,480,000
2,553.911.144 24,603,278 - 2.578,514,422
1,209,922,309 167,545,983 - 1,377,468,292
458,868,130 22,667,663 - 481,535,793
84,464,881 26,568,974 - 111,033,855
250,479,999 - - 250,479,999
2,003,735,319 216,782,620 - 2,220,517.939
550,175,825 357,996,483
Balance as at Additions Disposals  Balance as at
January 1, December 31,
2016 2016
LAK LAK LAK LAK
1.623,405.166 - - 1.623,405,166
515822568 - - 515,822,568
164,203,410 - - 164,203,410
250,480,000 - - 250,480,000
2,553,911,144 - - 2,553.911,144
1.041,917,296 168,005,013 - 1,209.922.309
437,341,206 21,526,824 - 458,868,130
57,823,115 26,641,766 - 84,464,881
250,479,999 - - 250,479,999
1,787,561.716 216,173,603 - 2,003,735 319
766,349,428 550,175,825
LAK 216,782,620
LAK 216,173,603
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9. INTANGIBLE ASSETS

Intangible asset as at December 31, 2017 and 2016 were as follows:

Balance as at  Additions Disposal  Balance as at
January 1, December 31,
2017 2017
LAK LAK LAK LAK
Cost:
Computer software 737,042,740 - - 737,042,740
Total cost 737,042,740 - - 737,042,740
Accumulated amortisation:
Computer software 288,586,345 134,327,519 - 422,913,864
Total accumulated amortisation 288,586,345 134,327,519 - 422 913,864
Total intangible asset 448 456,395 314,128,876
Balance as at  Additions Disposal Balance as at
January 1, December 31,
2016 2016
LAK LAK LAK LAK
Cost:
Computer software 665,199,760 71.842.980 - 737,042,740
Total cost 665,199,760 71,842,980 - 737,042,740
Accumulated amortisation:
Computer software 167,998,800 120,587,545 - 288,586,345
Total accumulated amortisation 167,998,800 120,587,545 - 288,586,345
Total intangible asset 497,200,960 448,456,395
Amortisation for the years ended December 31,
2017 LAK 134,327,519
2016 LAK 120,587,543
10. OTHER ASSETS
Other assets as at December 31, 2017 and 2016 were as follows:
2017 2016
LAK LAK
Interest receivables 12,013,719 1,010,556,714
Prepaid expenses 274,641,379 465,334,506
Prepaid income tax (Note 12) 61,202,455

347,857,553

1,475,891,220

11. DEPOSITS FROM CUSTOMERS

Deposits from customers as at December 31, 2017 and 2016 were as follows:

2017

LAK
Current accounts 18,345,520,386
Saving accounts 274,473,569,794

Fixed deposits 17,978,554,957

2016
LAK

20,270,351,131
225,913,009,772
15,467,904,833

310,797,645,137

261,651,265,736
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Deposits from customers are classified as follows:

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

b) By currency:
LAK
USD
THB

12.  ACCRUED (PREPAID) INCOME TAX AND INCOME TAX EXPENSES

2017
LAK

309,951,928,185
845,716,952

2016
LAK

259,294,430,457
2,356,835,279

310,797,645,137

261,651,265,736

981,990,912
31,975,331,269
277,840,322,956

3,421,378,018
31,311,984,698
226,917,903,020

310,797,645,137

261,651,265,736

Accrued income tax as at December 31, 2017 and 2016 and income tax expenses for
the years ended December 31, 2017 and 2016 were as follows:

Accrued income tax at the beginning
of the years
Income tax expenses for the vears
Income tax paid during the years
Accrued (prepaid) income tax at the end
of the years

2017
LAK

262,349,636
1,146,690,518
(1,470,242,609)

2016
LAK

518,648,318
1,965,414,563
(2,221,713,245)

(61,202,455)

262,349,636

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

income tax of 24% of taxable income.

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

2017
LAK

Profit before income tax expenses
- accounting basis

5,015,497,297

%

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

1,203,719,351

(57,028,833)

2016
LAK %%

7,796,565 ,439

Income tax expenses

1,146,690,518

2400 1,871,175.705  24.00
(1.14) 94238858 1.2l
22.86  1,965414,563 2521
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OTHER LIABILITIES

Other liabilities as at December 31, 2017 and 2016 were as follows:

2017 2016
LAK LAK
Interest payable to customers 153,734,644 79,672,657
Interest payable due to Head Office and
other branches 33,145,594 6,539,608
Others 395,972,995 613,045,462
582,853,233 699,257,727

BRANCH CAPITAL

The Branch has initial registered branch capital amount of LAX 50 billion. 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 70,088,259,052 to
LAK 100,150,239,052 in accordance with the approval of capital increment by Bank
Supervision Department (BSD) issue letter number F148 on February 20, 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

Interest income for the years ended December 31, 2017 and 2016 were as follows:

2017

LAK
Loans and advances 497 081,502
Placements to other branches 1,347,314,932
Loans to other branches 176,815,764

2016
LAK

509,981,297
686,366,688
363,435,000

2,021,212,198

1,560,282,985
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17. INTEREST EXPENSES

Interest expenses for the years ended December 31, 2017 and 2016 were as follows:

2017 2016

LAK LAK
Saving accounts 787,055,139 737,496,479
Fixed deposits 310,820,780 250,481,850
Borrowing from Head Office 125,998 638 235,508,169

1,223,874,557 1,223,486,498

18. GENERAL AND ADMINISTRATIVE EXPENSES

19.

General and administrative expenses for the years ended December 31 ., 2017 and 2016 were

as follows:
2017 2016
LAK LAK
Personnel expenses 835,739,016 781,655,386
Office rental 155,980,800 151,470,639
Depreciation and amortisation 351,110,139 336,761,148
Miscellaneous expenses 1,281,957.805 1,373,721,961

2,624,787,760 2,643,609,134

COMMITMENTS AND CONTINGENCIES

Commitments and contingencies as at December 31, 2017 and 2016 were as follows:

19.1

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.
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19.2  Off statements of financial position

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 anticipate as a result of these transactions.

The commitments and contingencies constitute are as follows:

Clean bills sent for collection
Import letters of credit

2017 2016

LAK LAK
54,050,413 22,663,120
- 144,839,100
54,050,413 167,502,220

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

20. RELATED PARTY BALANCES AND TRANSACTIONS

Related party balances and transactions as at December 31, 2017 and 2016 were as follows:

Due from Head Office
Deposits

Other

2017
LAK

50,610,197,950
783,651,059

2016
LAK

48,001,406,607
20,068,676,511

51,393,849,009

68,070,083,118

Due from other branches
Deposits 15,000,000,000 22,833,000,000

Other - 20,701,789,628

15,000,000,000 43,534,789 628

Due from Head Office and other branches 66,393,849.009 111,604,872,746
Due to Head Office (499,743,888,118) (81.,830,000,000)
Due to other branches - (98,763,667)
Due to Head Office and other branches (499,743,888,118) (81,928,763,667)

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

2017 2016
LAK LAK
a) By maturity:
At call 51,393,849,009 88,771,872,746
1to 3 years 15,000,000,000 22,833,000,000

66,393,849,009 111,604,872,746

b) By currency:

LAK 15,000,000,000 76,318,971,647
USD 783,651,059 22.674,502,842
THB 50,610,197,950 12,611,398,257

66,393,849,009 111,604,872,746




21.

-15-

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

¢) By maturity:
At call

Within 3 months

d) By currency:
LAK
USD
THB

2017
LAK

(333,923,888,118)
(165,820,000,000)

2016
LAK

(98,763,667)
(81,830,000,000)

(499.743,888,118)

(81,928,763,667)

(33,899,256)
(499,709,988,862)

(15,411,800)
(81,830,000,000)
(83,351,867)

{499,743,888,118)

(81,928,763,667)

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

2017 2016
LAK LAK
Head Office and other branches
Interest income 1,524,130,696 1,050,301,688

Interest expense (125,998,638) (235,508,169)

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:

21.1  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,
i.e. commitments and contingencies, is disclosed in Note 19.
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21.2  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
mterest 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 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.

Interest rate risk

Interest rate risk refers to the volatility in net interest income as a result of changes
n the levels of interest rate and shifis 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.

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 lquid assets to meet its financial
commitments and obligations when they fall due.



