























Notes to the financial statements

17. Income tax (continued)
(a)Deferred tax, net (cont'd)

Movements of deferred tax assets during the year are as follows:
2016 2015

KHR'000 KHR 000

(Note 4) (Note 4)

At 1 January 1,413,581 5,706,627 966,085 3,912,644
Addition during the year 1,284,009 5,183,544 447,496 1,812,359
At 31 December 2,697,590 10,890,171 1,413,581 5,725,003

(b) Current income tax liabilities
2016 2015

KHR' 000 KHR 000

(Note 4) (Note 4)

At 1 January 4,411,045 17,807,389 2,482,746 10,055,121
Income tax expense 3,734,192 15,074,933 5,170,630 20,941,052
Income tax paid (5,361,586) (21,644,723) (3,242,331) (13,131,441)
At 31 December 2,783,651 11,237,599 4,411,045 17,864,732

(c) Income tax expense
2016 2015

KHR™ 000 KHR 000

(Note 4) (Note 4)

Current income tax 3,734,192 15,074,933 5,170,630 20,941,052
Deferred tax (1,284,009) (5,183,544) (447,496) (1,812,359)
2,450,183 9,891,389 4,723,134 19,128,693

(c) Income tax expense (continued)

In accordance with Cambodian Law on Taxation, the Bank has
an obligation to pay corporate income tax of either the profit
tax at the rate of 20% of taxable profits or the minimum tax at
1% of gross revenues, whichever is higher.

IThe reconciliation of income tax expense computed at the
statutory tax rate of 20% to the income tax expense shown in
the income statement is as follows:

2016 2015

KHR 000 KHR 000

(Note 4) (Note 4)

Profit before income tax 11,281,887 45,544,977 23,663,795 95,838,370
Income tax expense at

applicable tax rate of 20% 2,256,377 9,108,994 4,732,759 19,167,674

Non-deductible expenses 193,806 782,395 (9,625) (38,981)

Effective income tax 2,450,183 9,891,389 4,723,134 19,128,693

The calculation of income tax expense is subject to the review
and assessment of the tax authorities.
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18. Other liabilities

2016 2015

KHR'000

(Note 4)

Interest payable 9,492,098 38,319,600 5,492,172 22,243,297
Personnel and other related costs 2,173,364 8,773,870 1,050,503 4,254,537
Taxes payable 268,216 1,082,788 405,642 1,642,850
Unearned income 107,626 434,486 157,682 638,612
Accounts payable 269,613 1,088,428 128,715 521,296
Accrued expenses 117,632 474,880 199,832 809,319

12,428,549 50,174,052 7,434,546 30,109,911
19. Share capital

Details of shareholding are as follows:
2016 2015

KHR'000 KHR'000

(Note 4) (Note 4)

MARUHAN Investment

Asia Pte. Ltd. 120,000,000 484,440,000 - -
Maruhan Japan Bank Plc. = - 17,309,200 70,102,260
Cambodia Community

Buildings = - 891,860 3,612,033

120,000,000 484,440,000 18,201,060 73,714,293

The total authorised number of shares is 1,200,000 (2015:
1,820,106) shares with par value of US$100 per share. All shares
are issued and fully paid.

Share capital of the Bank was increased from US$18,201,060 to
US$120,000,000 in 2016. The increase resulted from the
transfers of the retained earnings amounting to US$35,682,196,
share premium amounting to US$174,964, and the reserve
from business combination amounting to US$65,941,780. The
Bank obtained the approval from the NBC and the Ministry of
Commerce on 29 March 2016 and 13 July 2016, respectively.

20. Interest income ke S5k

KHR'000 KHR'000

(Note 4) (Note 4)

Loans to customers 101,691,201 410,527,378 82,146,090 332,691,665
Balances with other banks 199,101 803,771 5,659 22,919
Balances with the NBC 224,522 906,395 1,731 7,010

102,114,824 412,237,544 82,153,480 332,721,594
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26. Related party transactions and balances (continued)

(b) Balance with related parties

Balances with related parties at the reporting year were as follows:

Related party Transaction

McC Deposit
McC Subordinated debt
Deposit
MIA Subordinated debt
MJB Borrowing
Deposit
Borrowing
Subordinated debt
Deposit
MJBL Deposit
Han Family Deposit
Senior Deposit
management
Loan

20,071,728
21,667,450
5,000,000
10,000,000
1,042,662

11,227
23,934,931
144,440

282,560

2016

KHR'000

(Note 4)

81,029,566
87,471,496
20,185,000
40,370,000

4,209,226

45,323
96,625,316
583,104

1,140,695

2015

15,000,000
2,400,005
5,000,000

10,000,000

442,155
8,000,000
2,735,661

562,772

1,193,934
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KHR 000
(Note 4)

60,750,000

9,720,021
20,250,000
40,500,000

1,790,728
32,400,000
11,079,427

2,279,227

4,835,433

27. Commitments and contingencies

(a) Lease commitments

The Bank leases office premises under an operating lease arrangement with minimum lease commitments as follows:

2016 2015
KHR 000 KHR 000
(Note 4) (Note 4)
Within one year 3,338,024 13,475,603 2,370,291 9,599,679
More than 1 year to 5 years 10,789,569 43,557,492 7,492,299 30,343,811
More than 5 years 3,862,671 15,593,602 3,920,686 15,878,778
17,990,264 72,626,697 13,783,276 55,822,268
(b) Lending commitment
2016 2015
KHR 000 KHR 000
(Note 4) (Note 4)
Foreign exchange contracts 29,476,301 118,995,827 % =
Unused portion of overdrafts 12,088,303 48,800,479 = =
Loan commitments received
from banks 1,000,000 4,037,000 - -
Bond 627,112 2,531,651 - -
Letter of credits 175,059 706,713 - -
Bank guarantees 149,875 605,045 - -
43,516,650 175,676,715 - -
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(c) Taxation contingencies

Taxes are subject to review and investigation by a number of
authorities, who are enabled by law to impose severe fines,
penalties and interest charges. The application of tax laws and
regulations to many types of transactions are susceptible to
varying interpretations.

These facts may create tax risks in Cambodia substantially more
significant than in other countries. Management believes that it
has adequately provided for tax liabilities based on its interpre-
tation of tax legislation. However, the relevant authorities may
have different interpretations and the effects since the incorpo-
ration of the Bank could be significant.

28. Financial risk management

The Bank has exposure to the following risks:
operational risk;
credit risk;
market risk; and
liquidity risk

The Bank does not use derivative financial instruments such as
foreign exchange contract and interest rate swaps to manage its
risk exposures.

(a) Operational risk

Operational risk is the risk of direct or indirect loss arising from
inadequate or failed internal processes, personnel, technology
and infrastructure, and from external factors other than credit,
market and liquidity risks such as those arising from legal and
regulatory requirements and generally accepted standards of
corporate behaviour. The operational risk losses is managed
through established operational risk management processes,
proper monitoring and reporting of the business activities by
control and support units which are independent of the
business units and oversight provided by the senior manage-
ment of the Bank. The Bank’s operational risk management
entails the establishment of clear organisational structures, roles
and control policies. Various internal control policies and
measures have been implemented including the establishment
of signing authorities, defining system parameters controls,
streamlining procedures and documentation and compliance
with regulatory and other legal requirements.

(b) Credit risk

Credit risk is the financial loss to the Bank if a borrower or
counterparty fails to meet its contractual obligations, and arises
principally from the loans to customers. Credit risk is the most
important risk for the Bank’s business.

Notes to the financial statements

Credit exposure arises principally in lending activities that lead
to loans to customers. There is also credit risk in off-balance
sheet financial instruments, such as loan commitments. The
credit risk management is carried out by the Bank’s credit
committee.

Exposure to credit risk is managed through regular analysis of
the ability of borrowers and potential borrowers to meet
interest and capital repayment obligations. Exposure to credit
risk is also managed by obtaining collateral and personal
guarantees. Management performs credit assessment on a
yearly basis after loans to customers have been disbursed to
analyse the financial conditions and performance of the
borrowers.

(i) Credit risk measurement

The Bank has established the Core Credit Risk Policy which is
designed to govern the Bank’s risk undertaking activities.
Extension of credit is governed by credit programmes that set
out the plan for a particular product or portfolio, including the
target market, terms and conditions, documentation and
procedures under which a credit product will be offered and
measured.

The Bank also ensures that there is a clear segregation of duties
between loan originators, evaluators and approving authorities.

(ii) Risk limit control and mitigation policies

The Bank operates and provides loans to customers to individu-
als or enterprises within the Kingdom of Cambodia. The Bank
manages limits and controls the concentration of credit risk
whenever it is identified. Large exposure is defined by the NBC
as overall credit exposure to any single beneficiary which
exceeds 10% of the Bank’s net worth.

The Bank is required, under the conditions of NBC Prakas No.
B7-06-226, to maintain at all times a maximum ratio of 20%
between the Bank'’s overall credit exposure to any single
beneficiary and the Bank’s net worth. The aggregation of large
credit exposure must not exceed 300% of the Bank’s net worth.

The Bank employs a range of policies and practices to mitigate
credit risk. The most traditional of these is the taking of security
in the form of collateral for loans to customers to customers,
which is a common practice.

The Bank implements guidelines on the acceptability of specific
classes of collateral or credit risk mitigation.

The principal collateral types to secure for loans to customers to
customers are:

Mortgages over residential properties (land, building and other

properties);
Charges over business assets such as land and buildings; and

Cash in the form of margin deposits.
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