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Vision
A national network of microfinance institution

that reaches Cambodian people in need of funds
for purchasing their own home.

Mission

To support Cambodian people to own quality houses and
standard living through sustainable, innovative, and client
responsive financial solutions. Achieve the highest standard
of excellence in governance, commitment toward all
stakeholders, clients, and communities served.
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“To become a Cambodia’s leading
microfinance institution with
flexibility and competitive
product toward customers.”
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HIGRIPERFORMANCEL

ORO’s consistent hard work to Y :
yield high performance. — P

|

COMMITMENT

ORO is strongly committed to
all stakeholders.

INTERGRITY

ORO’s foundation is its integrity.

1 |
g REOPLE ASSETS

J ORO shall continuously develop

TEAMWORI

ORO team is dynamic and versatile moving
forward together for a bright future of ORO.
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its human resource.
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ORO Financecorp Plc., was established as the Public
Limited Company “PLC” on 4th of April 2013 and received
the license as the microfinance institution from National Bank
of Cambodia “NBC” on the 3rd of December 2013. “ORO”
from Greek’s word means “Gold” as the representative of the

sustainable, longevity of life for investment as well as for business.
To become one of the leading microfinance services providers in

Cambodia is the goal of ORO.
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Stung Treng

Battambang Tonlé Sap
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Prey Veng
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Loan Portfolio: USD 16,611,341
Total Assets: USD 17,968,621
Total Net Worth: USD 7,874,172
NII: USD 3,566,948

Loan Portfolio: USD 11,224,393
Total Assets: USD 9,836,146
Total Net Worth: USD 5,996,269
NII: USD 1,587,194

Loan Portfolio: USD 1,492,083
Total Assets: USD 6,207,395
Total Net Worth: USD 5,624,593
NII: USD 1,673,149

Loan Portfolio: USD 4,974,908
Total Assets: USD 6,698,740
Total Net Worth: USD 5,723,940
NII: USD 661,911

Loan Portfolio: USD 3,933,293
Total Assets: USD 6,547,989
Total Net Worth: USD 5,284,777
NII: USD 572,834

CaCaCal
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Nowadays, ORO focuses on providing

housing loans only to clients who wish to
purchase or purchased a house ranging
from Borey Arata Garden Residences,
Borey Maha Sen Sok, and Bodaiju Resi-
dences co-owned building projects, which
ORO has partnered with. In case the cus-
tomer does not have enough fund to buy a
house from the foregoing projects, he/she

can also apply for a housing loan from
ORO.
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MrEGUCH

TAKASH

Chief Executive Officer (CEO)

The year 2020 was the most challenging year as
the global pandemic of COVID-19 had a signifi-
cant impact on the global economy, including
Cambodia. Cambodia’s economy recorded a
negative growth rate in 2020, which it was our
first experience to see since we started our busi-
ness in 2013. As a result, the amount of bad and
doubtful loans for our loan amounts to the
customers turned to be around twice of the one
as of the end of 2019 while our loan amount to
the customers was shrunk to around 80% of the
one as of the end of 2019 and it caused our profit

(before income tax) turned to be negative.
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In 2020, the National Bank of Cambodia
(“NBC”) had taken appropriate measures since
the global pandemic had been impacting on the
Cambodia’s economy, especially the income and
life of people in Cambodia, in order to alleviate
the financial difficulty of people. Despite the
situation we were facing, as a micro finance insti-
tution licensed by NBC, we had been trying to
support the customers and contribute the Cam-
bodia’s economy following the demanding regu-
latory requirements. We see it as part of our
profession to adjust to this new regulatory envi-

ronment. To align with NBC’s recommenda-

tions and the foregoing customer’s difficulties,
we have prepared necessary policy and proce-
dure to study their level of difficulty and to what
extent we are able to help them in the context of
delaying the payment, restructuring the loan, and
penalty waiving on the payments overdue. As a
result, as of the end of 2020, 7.41% of the total
loan amount to the customers were restructured

by the requests from the customers.

On the other hand, we are taking the next step
toward integrated reporting, meaning we focus
more attention in this Annual Report on the
company’s future, both financial and non-finan-
cial data. In 2020, we regularly met with our
stakeholders including clients, investors, employ-
ees, the environment, and society at large to
discuss both our strategic priorities and the
issues that are materially important to them. The
move to integrated reporting is in line with our
drive to deliver the long-term value to all our

stakeholders.

Currently, we have focused on a housing loan
and mortgage lending as stated in OUR PROD-
UCT section. We believe that the possession of
property (house) makes individuals wealthy from
financial aspects and enable Cambodia to be
stable and matured nation from financial and
political aspects. We are grateful to support a

mortgage finance for people to afford houses.

With their commitment and determination, we
are confident that we are equipped to take on the
opportunities and challenges that will come our

way in the years ahead.

In this ending, I am so grateful and thankful to
the NBC for their continuous guidance and sup-
ports. I also would like to express my apprecia-
tion to the customers for choosing our service
and their continuous supports. In addition, I
would like to express my gratitude to the
employees for their loyalty and continuous
efforts to improve the company’s performance.
With the current situation, especially the uncer-
tainty of the global pandemic, we and our
customers are still facing the wvarious, tough
circumstances. We are sure that we will over-
come this difficulty together with guidance and
supports from the NBC, our valuable customers

and loyal staff.

Sincerely your,

S—

Mr. EGUCHI TAKASHI
Chief Executive Officer
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MAEGUCHITAKASHI

Chief Executive Officer

Mr. Eguchi is responsible for the whole business
activities in Cambodia, including business devel-
opment, deal execution and investment manage-
ment in Malaysia, Myanmar, Thailand and Lao
PDR under Creed Group, which is a major share-
holder of ORO Financecorp Ple.

Prior to joining Creed Group in 2004, Mr. Eguchi
served as General Manager at Japan Finance Cot-
poration, a governmental financial institution,
where he was responsible for lending to Small and
Medium Enterprises, and as a research specialist
at the Ministry of Economy, Trade and Industry
where he was responsible for policy making for
SME:s.

Mr. Eguchi earned a B.A. in Economics from the

University of Tokyo (Japan).
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Management Team

MSYUEANGISREVROV

Senior Manager
Business Administration

Ms. Steypov has been appointed as a Senior Busi-
ness Administration Manager at ORO Finance-
corp Plc. since January 2020. She manages the
whole operation of the institution. Before joining
ORO, she had more than ten years of experience
in the managerial position in various fields such as
Corporate Strategic, Finance, Accounting, Legal
& Compliance, Human Resource and Adminis-

tration.

She has participated in many trainings & studied
some other courses, and received the certificate
of Secretary and Administration, the letter of
appreciation from Foreign Language School of

Royal University of Phnom Penh II.

She is a holder of two bachelor degrees from
National University of Management majoring in
Management and Accounting and Finance. Also,
she has completed ACCA course, and she has
passed all skill exams and professional exams on
International Corporate Reporting and Business
Analysis and obtained a diploma of Cambodian
Tax in 2012 from CamEd Business School.

IMASIEMISENG LV

Admin and HR Manager

MARCN{CHERSOURANN

Credit Manager

Mr. Sengly has been appointed as an HR &
Admin Manager at ORO Financecorp Ple. since
August 2019. Before joining ORO Financecorp
Plc., Mr. Sengly had more than ten years’” experi-
ence in Human Resoutrces, Administration and
Social Compliance field with the private sector
and NGO such as Grand Twin International
(Cambodia) Plc., Reproductive Health Associa-
tion of Cambodia, Cambodian Children Fund
and Creed Group Cambodia. He started his
career at Grand Twin International (Cambodia)
Plc. where he was hired as a Compliance Officer
in the Social Responsibility Department. His last
employment before joining with ORO, was an
HR & Administrative Manager at Torreya Asset
Holdings Co., Ltd.

Mr. Sengly earned his Bachelor Degree in Human
Resources Management from Maharishi Vedic

University, Cambodia.

Mr. Sovann has been appointed as Credit Manag-
er with ORO Financecorp Plc. since August
2019. Before joining ORO Financecorp Plec., Mr.
Sovann had been engaged as a Legal Officer and
Finance Coordinator from 2011 to 2013 at
Morokot International Group Plc., and Morokot
Microfinance. Moreover, he was a Legal Manager
in Creed Group, and a Senior Legal Executive at
Edotco (Cambodia) Co., Ltd. where he has used
his knowledge related to his background.

Mr. Sovann earned his Bachelor Degree in Law
form Royal University of Law and Economics,
Bachelor Degtee in Economic and Rural Devel-
opment from Cambodian Mekong University and
a Master Degree of Land & Property Law from

Royal University of Law and Economics.

At the end of 2020, the Bar of Association of

Cambodia has admitted Mr. Sovann as a lawyer.

12
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Mrs. Lim Vichheka graduated in 2012 in the
major of Finance and Banking from Pannasastra
University of Cambodia. Currently, she is also an
ACCA student at CamEd Business School. Her
appointment as an Internal Audit Manager at
ORO Financecorp Plc. was approved by National
Bank of Cambodia on 21st December 2020. Prior
to her appointment as an Internal Audit Manager,
she was recruited as Accounting Manager at Tor-
reya Asset Holdings Co., Ltd. since 0lst June
2019.

Mrs. Vichheka started her first job as an Internal
Auditor in 2011 at Geolink Group Co., Ltd., and
then moved to Grant Thornton (Cambodia) Lim-
ited 2016 as an Auditing Supervisor. Based on the
good performance, she was promoted to Assis-
tant Audit Manager. She had an accumulated
working experience in this international audit

firm over three years.
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MALEANGISVNANN

Account/Finance Manager

In August 2019, Mr. Synann has been appointed
as Accounting and Finance Manager at ORO
Financecorp Plc., and he is responsible for the
whole process of accounting and finance works.

Prior to his employment at ORO Financecorp

Plc., he was a Senior Accountant in Creed Group.

He obtained a Bachelor Degree in Finance &
Banking from the University of Economics and
Finance. He also completed Taxation Law on
Cambodian Tax at National Tax School in 2019,
and expected to graduate his Master Degree in
Finance and Banking by the end of 2021 from
University of Economics and Finance. He has
also participated in many trainings related to
CIFRS for SMEs and conversion with Quantum
& Spectrum Solution Co., Ltd and 3S Consulting

Co., Ltd., which is beneficial to his career.

MiASENGIROVAL

Acting Compliance
Manager

ISSUINIDAUY,

Chief Operation

Mr. Seng Royal is from Kampong Thom prov-
ince. He finished his Bachelor Degree in Law at
National University of Management in 2014 and
his Bachelor Degree of Arts in TESOL (Teaching
English to Speakers of Other Languages) at Pan-
nasastra University of Cambodia in 2016. He is
now pursuing his Master of Arts in TESOL at the
Institute of Foreign Languages, Royal University
of Phnom Penh.

Mr. Seng started as an intern at the Court of
Appeal in 2012 and then as a Paralegal/Tegal
Assistant at Law Office of CSL & Associates. He
joined Torreya Asset Holdings Co., Ltd. under
the position of Deputy Legal Manager in March
2018. Since 2020, he has been acting as a Compli-
ance Manager at ORO FINANCECORP PLC.
He has been appointed by the Board of Directors
to seek an approval from the National Bank of

Cambodia for the role of Compliance Officer.

Graduated the bachelor degree in 2016, Ms. Davy
majored in Business Administration in Account-
ing at Norton University of Cambodia. Cutrently,
she is pursuing a Master Degree in Finance and
Banking at University of Economics and Finance.
Ms. Davy has been working as a Chief Operation
at ORO Financecorp Ple. since February 2020.

Ms. Davy started her first job as an Accounting
Clerk at STEEL BUILDINGS CO., LTD.
Following this employment, she had worked as a
Senior Accountant Receivable at Zelkova Asset

Holdings Co., Ltd. for five years.
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The Board of Directors of Oro Financecorp Plc. submits its report together with the audited financial state-

ments of the Company as at 31 December 2020 and for the year then ended.
THE COMPANY

Oro Financecorp Ple. (“the Company”) is a licensed micro-finance institution (“MFI”) incorporated and
registered in the Kingdom of Cambodia. The Company was incorporated as a public limited company in Cambo-
dia on 4 April 2013 under registration no. Co. 0653 KH/2013 issued by the Ministry of Commerce. The Company
obtained its license as a micro-finance institution from the National Bank of Cambodia (“NBC”) on 3 December
2013. On 1 July 2016, the Company obtained its re-registration no. 00015677 from the Ministry of Commerce.

The head office of the Company is located at No. 147, Monireth Boulevard, Sangkat Boeung Salang, Khan
Tuol Kork, Phnom Penh, Kingdom of Cambodia.

The Company had 11 employees as at 31 December 2020 (31 December 2019: 6 employees).
PRINCIPAL ACTIVITIES

The principal activities of the Company are to undertake micro-finance activities such as mortgage lending
and to provide various other services related to the Company’s businesses to local customers as authorized by the

NBC through its head office in Phnom Penh, the Kingdom of Cambodia.

FINANCIAL RESULTS
The financial results of the Company for the year ended 31 December 2020 and 31 December 2019 were as
- follows:
USD KHR’000 USD KHR’000
(Note 3.2) (Note 3.2)
(Loss)/profit before income tax (468,065) (1,908,301) 185,971 753,554
Income tax credit/(expense) 28,902 117,833 (86,624) (351,000)

Net (loss)/profit for the year (439,163) (1,790,468) 99,347 402,554

DIVIDENDS

No dividend was declared or paid and the Board of Directors do not recommend any dividend to be paid for
the year.
SHARE CAPITAL

There were no changes in the registered and issued share capital of the Company during the year.

RESERVES AND PROVISIONS

There were no material transfers to or from reserve or provision during the current financial year other than

those disclosed in the financial statements.

18
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BAD AND DOUBTFUL LOANS

Before the financial statements of the Company were prepared, the Board of Directors took reasonable steps
to ascertain that actions had been taken in relation to the writing off of bad loans and the making of allowance for
doubtful loans, and satisfied themselves that all known bad loans had been written off and adequate allowance had
been made for bad and doubtful loans.

At the date of this report, the Board of Directors is not aware of any circumstances, which would render the
amount written off for bad loans, or the amount of allowance for doubtful loans in the financial statements of the
Company, inadequate to any material extent.

CURRENT ASSETS

Before the financial statements of the Company were prepared, the Board of Directors took reasonable steps
to ensure that for any current assets which were unlikely to be realised in the ordinary course of business at their
value as shown in the accounting records of the Company have been written down to an amount that might be
expected to realise.

At the date of this report, the Board of Directors is not awate of any circumstances, which would render the
values attributed to the assets in the financial statements of the Company misleading.

VALUATION METHODS

At the date of this report, the Board of Directors is not aware of any circumstances which have arisen which
render adherence to the existing method of valuation of assets and liabilities in the financial statements of the
Company as misleading or inappropriate.

CONTINGENT AND OTHER LIABILITIES

At the date of this report, there does not exist:

(i) any charge on the assets of the Company which has arisen since the end of the financial year which
secure the liabilities of any other person; and,

(i) any contingent liability in respect of the Company that has been arisen since the end of the financial year
other than in the ordinary course of its business operations.

No contingent or other liability of the Company has become enforceable, or is likely to become enforceable
within the period of twelve months after the end of the financial year which, in the opinion of the Board of Direc-
tors, will or may substantially affect the ability of the Company to meet its obligations as and when they fall due.
CHANGE OF CIRCUMSTANCES

At the date of this report, the Board of Directors is not aware of any circumstances, not otherwise dealt with
in this report or the financial statements of the Company, which would render any amount stated in the financial
statements misleading.

ITEMS OF AN UNUSUAL NATURE

The result of the operations of the Company during the financial year were not, in the opinion of the Board

of Directors, substantially affected by any item, transaction or event of a material and unusual nature.
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There has not arisen in the interval between the end of the financial year and the date of this report any item,
transaction or event of a material and unusual nature likely, in the opinion of the Board of Directors, to affect
substantially the results of the operations of the Company for the current year in which this report is made.
EVENTS SINCE THE REPORTING DATE

At the date of this report, there have been no other significant events occurring after the balance sheet date
which would require adjustments or disclosures to be made in the financial statements.

THE BOARD OF DIRECTORS

The members of the Board of Directors during the year and at the date of this report are:

Name Position Appointed on

Ms. Seng Vantha Chairwoman 8 April 2015

Mr. Tomohiro Yakushi Director 8 April 2015

Mr. Toshihiko Muneyoshi Director 8 April 2015

Mr. Eguchi Takashi Chief Executive Officer 4 March 2020
DIRECTORS’ INTERESTS

None of the Board of Directors held or dealt directly or indirectly in the shares of the Company during the
financial year.
DIRECTORS’ BENEFITS

During and at the end of the financial year, no arrangements existed to which the Company is a party with the
objective of enabling Board of Directors of the Company to acquire benefits by means of the acquisition of shares
in or debentures of the Company or any other body corporate.

Since the end of the previous financial year, no director of the Company has received or became entitled to
receive any benefit (other than a benefit included in the aggregate amount of emoluments received or due and
receivable by the director as disclosed in the financial statements) by reason of a contract made by the Company
or a related corporation with a firm of which the director is a member, or with a Company in which the director
has substantial financial interest other than as disclosed in the financial statements.

RESPONSIBILITIES OF THE BOARD OF DIRECTORS IN RESPECT OF THE FINANCIAL
STATEMENTS

The Board of Directors is responsible for ascertaining that the financial statements present fairly, in all materi-
al respects, the financial position of the Company as at 31 December 2020, and its financial performance and its
cash flows for the year then ended. In preparing these financial statements, the Board of Directors is required to:

1. adopt appropriate accounting policies which are supported by reasonable and prudent judgements and
estimates and then apply them consistently;
ii. comply with the CIFRSs for SMEs and the guidelines of the National Bank of Cambodia relating to the

preparation and presentation of the financial statements or, if there have been any departures in the interest of

20
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true and fair presentation, ensure that these have been appropriately disclosed, explained and quantified in the
financial statements;

iii. oversee the Company’s financial reporting process and maintain adequate accounting records and an
effective system of internal controls;

iv. assess the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basic of accounting unless management either intends to liquidate the
Company or to cease operations, ot has no realistic alternative but to do so; and,

v. control and direct effectively the Company in all material decisions affecting the operations and perfor-
mance and ascertain that such have been propetly reflected in the financial statements.

The Board of Directors confirms that the Company has complied with the above requirements in preparing

the financial statements.

APPROVAL OF THE FINANCIAL STATEMENTS

The Board of Directors hereby approves the accompanying financial statements together with the notes
thereto, which present fairly, in all material respects, the financial position of the Company as at 31 December
2020, and its financial performance and its cash flows for the year then ended, in accordance with CIFRS for
SMEs and the guidelines of the National Bank of Cambodia related to the preparation and presentation of the

financial statements.
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Phnom Penh, Kingdom of Cambodia
25 May 2021
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Grant Thornton (Cambodia) Limited

20th Floor Canadia Tower, 315 Preah Ang Duong Street
(corner Monivong Boulevard), Sangkat Wat Phnom
Khan Daun Penh, Phnom Penh

Kingdom of Cambodia

T +855 23 966 520

www.grantthornton.com.kh

To the Shareholder of Oro Financecorp Plc.
OPINION

We have audited the financial statements of Oro Financecorp Plc. (“the Company”), which comprise the
statement of financial position as at 31 December 2020, statement of comprehensive income, statement of chang-
es in equity and statement of cash flows for the year then ended, and notes to the financial statements, including
a summary of significant accounting policies and other explanatory notes.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2020, and its financial performance and its cash flows for the year
then ended, in accordance with Cambodian International Financial Reporting Standards for Small and Medi-
um-sized Entities (“CIFRSs for SMEs”) and guidelines issued by the National bank of Cambodia (“NBC”).
BASIS FOR OPINION

We conducted our audit in accordance with Cambodian International Standards on Auditing (“CISAs”). 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 Company in accordance with the Interna-
tional Ethics Standards Board for Accountants’ International Code of Ethics for Professional Accountants
(including International Independence Standards) (“IESBA Code”) together with ethical requirements that are
relevant to our audit of financial statements in the Kingdom of Cambodia, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

OTHER INFORMATION

The Board of Directors is responsible for the other information. The other information comprises the infor-
mation included in the Report of the Board of Directors but does not include the financial statements and our
auditor’s report thereon, which we have obtained prior to the date of this auditor’s report, and the annual report

which is expected to be made available to us after that date.
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Our opinion on the financial statements does not cover the other information prepared by Management and
we do not and will not express any form of audit assurance or conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the finan-
cial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based
on the work we have performed on the other information that we obtained prior to the date of this auditor’s
report, we conclude that there is a material misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

When we read the annual report, if we conclude that there is a material misstatement therein, we are required
to communicate the matter to the Board of Directors and respond to those matters in accordance with the
requirements of CISA 720 (revised).

RESPONSIBILITIES OF THE BOARD OF DIRECTORS FOR THE FINANCIAL STATEMENTS

The Board of Directors is responsible for the preparation and fair presentation of the financial statements in
accordance with CIFRS for SMEs and guidelines issued the NBC, and for such internal control as the Board of
Directors determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Company’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 the Board of Directors either intends to liquidate the Company or to cease
operations, ot have 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 opin-
ion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with CISAs 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 CISAs, 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 omis-
sions, misrepresentations, or the override of internal control.

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

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

¢ Conclude on the appropriateness of the Board of Directors’ 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 Company’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 finan-
cial statements o, 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 Company to cease to continue as a going concern.

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

We communicate with the Board of Directors 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.

We also provide the Board of Directors with a statement that we have complied with relevant ethical require-
ments regarding independence, and to communicate with them all relationships and other matters that may

reasonably be thought to bear on our independence, and where applicable, related safeguards.

GRANT THORNTON [CﬁMBGDIA] LMY L 2 %ﬁ‘l !
Certified Public Accountants --.._,HEE‘JES ﬁ:'—-"‘j‘/

Registered Auditors

Ronald C. Almera

Partner — Audit and assurance
Phnom Penh, Kingdom of Cambodia
25 May 2021
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Assets
Cash on hand 5

Deposits and placements with the

National Bank of Cambodia 6
Deposits and placements with banks 7
Loans to customers - net 3
Other assets 9
Property and equipment 10
Intangible assets 11
Deferred tax assets 12(a)

Total assets

Liabilities and equity

Liabilities

Other liabilities 13
Current income tax liabilities 12(b)

Total liabilities

Equity

Share capital 14
Accumulated losses

Currency translation difference

Total equity

Total liabilities and equity
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KHR’000

(Note 3.2)

7,157 28,950
357,517 1,446,156
1,621,220 0,557,835
3,304,056 13,364,907
1,188,177 4,800,176
1,351 5,465
12,618 51,040
55,893 226,087

6,547,989 26,486,616

1,262,445 5,106,590
767 3,105

1,263,212 5,109,695

7,000,000 28,126,000
(1,715,223) (6,914,299)
; 165,220

5,284,777 21,376,921
6,547,989 26,486,616

31 December 2020

USD

15,194

356,543
493,548
4,669,780
1,109,622
2,166
26,256
25,631
6,698,740

900,406
74,394
974,800

7,000,000
(1,276,060)
5,723,940
6,698,740

31 December 2019

KHR’000
(Note 3.2)

61,916

1,452,913
2,011,208
19,029,353
4,521,710
8,826
106,993
104,446
27,297,365

3,669,154
303,156
3,972,310

28,126,000
(5,123,831)

322,886
23,325,055
27,297,365

For the year ended

31 December 2020

USD

Interest income 15 570,226

Fees, commissions and other income 16 2,608

Operating income 572,834
Net movement in provision for bad and

doubtful loans (324,109)

Net interest income after allowance

for bad and doubtful loans 248,725

Personnel expenses 17 (81,644)
Depreciation and amortisation 18 (14,453)
General and administrative expenses 19 (620,693)
(Loss)/profit before income tax (468,065)
Income tax credit/(expense) 12(c) 28,902
Net (loss)/profit for the year (439,163)

Other comprehensive income
Currency translation difference -

Total comprehensive (loss)/income for the year (439,163)

For the year ended

31 December 2019

KHR’000 USD KHR’000
(Note 3.2) (Note 3.2)
2,324,811 053,498 2,647,974
10,633 8,413 34,089
2,335,444 661,911 2,682,063
(1,321,392) (80,393) (325,752)

1,014,052 581,518 2,356,311

(332,863) (31,138) (126,171)
(58,925) (28,456) (115,304)

(2,530,565) (335,953)

(1,361,282)

(1,908,301) 185,971 753,554
117,833 (86,624) (351,000)
(1,790,468) 99,347 402,554
(157,666) ; 2,285

(1,948,134) 99,347 404,839
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otatement of Ghanges in Equity otatement of Gash Flows

For the year ended For the year ended
31 December 2020 31 December 2019
P> S ) Ln N -~ B \O <t un
Z S |2 s K S i z & USD  KHR000 USD  KHR000
¢ EREEEEEE : s g o
—_ ° | R = [ o T 2 te 3.2 Note 3.2
g E Z g = = S % (Note 3.2) (Note 3.2)
H
) e [ o5 o < o < Cash flows from operating activities
N g 2 oy & S
v T v el ey (Loss)/profit before income tax (468,065) (1,908,301) 185,971 753,554
£ 5 I & N 3 S Dl Adjustments for:
528 S ) Ll — ) 2
© I:;S E E Z = Depreciation and amottization 18 14,453 58,925 28,456 115,304
T 2 IR~ =\ & N = @ = o — Loans and receivables written off 405,816 1,654,512 1,039 4210
22 IR &8 =3 Q SR i
"g E ;g g g = < § m" Allowance for bad and doubtful loans 324,109 1,321,392 80,393 325,752
1 o~ °\.. w0 -
§ Z S = < c Operating profit before working capital 276,313 1,126,528 295,859 1,198,820
<
A SR S = 5 "B
17 S O N S & )
D S N < n =X
E @ = i & \,;]9 Changes in working capital
= = = = Changes in:
,?5{ g 8 s B s B Loans to customers 635798 2,592,148  (3483864)  (14,116,616)
= 2 o =) =) =) =)
S 5 S S S = Other assets (73,398) (299,244) (612,128)  (2,480,343)
& £ & S & &
<
= Other liabilities 362,039 1,476,033 319,778 1,295,740
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2 § g § = Net cash generated from/ (used in) operations 1,200,752 4,895,465  (3,480,355)  (14,102,399)
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= = = = Income tax paid 12(b) (80,143) (326,743) (7,609) (30,832)
Net cash from/(used in) operating activities 1,120,609 4,568,722 3,487,964 14,133,231
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o (=] 3& (=]
255 P =2 :
. -
| E‘ A g 4= | = =) Net increase in cash and cash equivalents 1,120,609 4,568,722 3,487,964 14,133,231
S8z B 257 B 1
< B g = = L‘E g = Cash and cash equivalents, beginning of year 515,285 2,099,787 4,003,249 16,085,055
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g 2 § g § g a. § 5 § Currency translation difference - (51,318) - 147,963
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8 z 3 = [ g8 2z 3 = [ Cash and cash equivalents, end of year 20 1,635,894 6,617,191 515,285 2,099,787
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1 THE COMPANY

Oro Financecorp Plc. (“the Company”) is a licensed micro-finance institution (“MFI”) incorporated and regis-

tered in the Kingdom of Cambodia.

The Company was incorporated as a public limited company in Cambodia on 4 April 2013 under registration no.
Co. 0653 KH/2013 issued by the Ministry of Commerce. The Company obtained its license as a micro-finance
institution from the National Bank of Cambodia (“NBC”) on 3 December 2013. On 1 July 2016, the Company

obtained its re-registration no. 00015677 from the Ministry of Commerce.

The head office of the Company is located at No. 147, Monireth Boulevard, Sangkat Boeung Salang, Khan Tuol
Kork, Phnom Penh, Kingdom of Cambodia.

The Company had 11 employees as at 31 December 2020 (31 December 2019: 6 employees).

2 STATEMENT OF COMPLIANCE WITH CIFRS FOR SMES

The financial statements have been prepared in accordance with Cambodian International Financial Reporting
Standard for Small and Medium-sized Entities (“CIFRS for SMEs”) and guidelines issued by the NBC, which
have been adopted by the Ministry of Economy and Finance, under Prakas No. 068BK MEF dated 8 January
2009, and the National Accounting Council, under Announcement No. 097/09 MEF dated 28 August 2009. The

financial statements are presented in US dollars (“USD”), which is also the functional currency of the Company.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 OVERALL CONSIDERATIONS AND FIRST-TIME ADOPTION OF CIFRS FOR SMES

The significant accounting policies that have been used in the preparation of these financial statements are
summarised below. These accounting policies have been used throughout all periods presented in these

financial statements, unless otherwise stated.

3.2 FUNCTIONAL AND PRESENTATION CURRENCY

The national currency of Cambodia is the Khmer Riel (“KHR”). However, as the Company transacts its business
and maintains its accounting records primarily in USD, Management has determined the USD to be the Compa-
ny’s currency for measurement and presentation purposes as it reflects the economic substance of the underlying

events and circumstances of the Company.
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Transactions in foreign currencies, other than USD, are translated to USD at the foreign exchange rate ruling at
the date of the transaction. Monetary assets and liabilities denominated in currencies other than USD at the
reporting date are translated into USD at the rates of exchange ruling at that date. Exchange differences arising on

translation are recognised in the statement of comprehensive income.

The translations of USD amounts into KKHR as presented in the financial statements are included solely to comply
with the Law on Accounting and Auditing (April 2016) and have been made using the prescribed official exchange
rate based on the following applicable exchange rate per USD1 as announced by the National Bank of Cambodia

(2019: General Department of Taxation):

2020 2019
Average rate* 4,077 4,052
Closing rate 4,045 4,075

* Calculated by using daily exchange rates issued by the National Bank of Cambodia during the year

Such translation amounts are unaudited and should not be construed as representations that the USD amounts

represent, or have been or could be, converted into KHR at that or any other rate.

3.3 CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of cash and bank balances, demand deposits and short-term highly liquid invest-
ment with original maturities of three months or less when purchased, and that are readily convertible to known
amounts of cash and subject to an insignificant risk of changes in value. They also include bank overdrafts that are

repayable on demand and form an integral part of the Company’s cash management.

3.4 DEPOSITS AND PLACEMENTS WITH THE NBC

Statutory deposit is stated at cost and represent mandatory reserve deposits and cash maintained with the NBC in
compliance with the Law on Banking and Financial Institutions and are not available to finance the Company’s
day-to-day operations. Hence, it is not considered as part of cash and cash equivalents for the purpose of the

statement of cash flows.

3.5 DEPOSITS AND PLACEMENTS WITH BANKS

Deposits and placements with banks are stated at cost.

3.6 LOANS TO CUSTOMERS
Loans to customers are recognized initially at fair value plus any directly attributable transaction costs and are

subsequently measured at amortised cost using the effective interest method, less any provision for impairment.
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Loans are written off to the statement of comprehensive income when the loans are provided in full and remain
unpaid after maturity date or when the certainty of being uncollectable is proven. Loans written off are taken out

of the outstanding loan portfolio and deducted from the allowance for bad and doubtful loans.

Recoveries of loans previously written off are recorded as other operating income in the statement of comprehen-
sive income. Reversal of previous allowance is presented in allowance expense in the statement of comprehensive

income.

REGULATORY PROVISION
Credit classification and provisioning for financial institutions in accordance with Prakas No. 7-017-344, dated
1 December 2017 as issued by the NBC provides guidance on credit classification and regulatory provisioning for

financial institutions in Cambodia, as summarised below:

Classification Number of days past due Provision

Long-term loans (more than one year)

Standard 0 — 29 days 1%
Special mention 30 — 89 days 3%
Substandard 90 — 179 days 20%
Doubtful 180 — 359 days 50%
Loss Over 359 days 100%

Short-term loans (less than one year)

Normal 0 — 14 days 1%
Special mention 15— 30 days 3%
Substandard 31— 60 days 20%
Doubtful 61 — 90 days 50%
Loss Over 90 days 100%

Article 73 of Prakas on Credit Risk Grading and Impairment Provisioning requires the banks to compare the

provision calculated in accordance with CIFRSs and Prakas No 7-017-344 and, accordingly.

1. In case the regulatory provision calculated in accordance with the said Prakas is lower than the calculation
in accordance with CIFRS for SMEs, the bank shall record the provision calculated in accordance with CIFRS for

SME:s.
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2. In case the regulatory provision calculated in accordance with the said Prakas is higher than the calcula-
tion in accordance with CIFRS for SMEs, the bank shall record the provision calculated in accordance with
CIFRS for SMEs and transfer the difference from retained earnings or accumulated loss account into regulatory

reserve in the equity section of the statement of financial position.

3.7 OTHER ASSETS
Other assets are carried at cost. An estimate is made for doubtful receivables based on a review of outstanding

amounts at the reporting date.

3.8 LEASES

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. Upon initial recognition, the leased assets are measured at an amount equal to
the lower of its fair value and present value of the minimum lease payments. Subsequent to initial recognition, the

asset is accounted for in accordance with the accounting policy applicable to that asset.

All other leases are classified as operating leases. Operating leases are recognized as an expense on a straight-line

basis over the lease term.

3.9 PROPERTY AND EQUIPMENT

Items of property and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses, if any. Cost includes expenditure that is directly attributable to the acquisition of an asset. Where an item
of property and equipment comprises major components having different useful lives, the components are

accounted for as separate items of property and equipment.

Depreciation of property and equipment is charged to the income statement on a straight-line basis over the
useful lives of the individual assets as follows:

Estimated useful life

Leaschold improvements Shorter of lease period or 5 years
Furniture, fixture and equipment 4 years
IT equipment and computers 2 years
Motor vehicles 4 years

Depreciation method, useful lives and residual values are reviewed at each reporting date and adjusted, if appro-

priate.
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Subsequent expenditure relating to an item of property and equipment that has already been recognized is added
to the carrying amount of the asset when it is probable that future economic benefits, in excess of the originally
assessed standard of performance of the existing asset, will flow to the Company. All other subsequent expendi-

ture is recognized as an expense in the period in which it is incurred.

Gains or losses arising from the retirement or disposal of an item of property and equipment are determined as
the difference between the estimated net disposal proceeds and the carrying amount of the assets and are recog-

nized in the income statement on the date of retirement or disposal.

Fully depreciated items of property and equipment are retained in the financial statements until disposal or written

off.

3.10 INTANGIBLE ASSETS

Intangible assets consist of computer software and are stated at cost less accumulated amortisation and accumu-
lated impairment losses, if any. Acquired computer software is capitalised on the basis of cost incurred to acquire
the specific software and bring it into use. Intangible assets are amortised on a straight-line basis at the rate of 20%
per annum. If there is an indication that there has been a significant change in amortisation rate, useful life or

residual value of an intangible asset, the amortisation is revised prospectively to reflect the new expectations.

3.11 IMPAIRMENT OF NON-FINANCIAL ASSETS

Assets that are subject to depreciation or amortisation are assessed at each reporting date to determine whether
there is any indication that the assets are impaired. Where there is any indication that an asset may be impaired,
the carrying value of the asset (or cash-generating unit (“CGU”) to which the asset has been allocated) is tested
for impairment. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds

its recoverable amount.

The recoverable amount is the higher of an asset’s (or CGU’s) fair value less costs to sell and its value in use. For
the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identi-
fiable cash flows (CGUs). Non-financial assets other than goodwill that suffered impairment are reviewed for

possible reversal of the impairment at each reporting date.

3.12 EMPLOYEE BENEFIT OBLIGATION
SENIORITY INDEMNITY PAYMENT
Prakas No. 443, issued on 21 September 2018 by the Minister of Labour and Vocational Training (“MoLVT”),
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requires the Company to pay past seniority indemnity to employees with undetermined duration contract. All
employees who have been working before 1 January 2019 and continue to work are entitled to a payment of
fifteen days of their average wages of each year of service, totalling but not exceeding six months, and shall be paid
every year starting 2019 as follows:

* 7.5 days shall be made in June; and,

* 7.5 days shall be made in December of each year.

The seniority backpay indemnity is recognised in full during the year 2018 and future seniority indemnity (amount-

ing to 15 days per annum) to employees are recognised during the employees’ periods of service.

On 22 March 2019, MoLLVT issued Directive no. 042/19 on the Back Pay of Seniority Payment before 2019 for
the Enterprise and Institution aside from the Textile, Garment and Footwear sectors, postponing the payment of
back pay seniority indemnity until December 2021 and changing the payment of their average wages of each year
of service from 15 days to 6 days as follows:

* 3 days shall be made in June; and,

* 3 days shall be made in December of each year.

For employees with determined duration contract, they are entitled to the severance pay at least 5% of their wages

paid during the length of the contract.

Employees are not entitled to the remaining past seniority payment upon resignation.

SHORT-TERM EMPLOYEE BENEFITS
Wages, salaries, social security contributions, paid annual leave, paid sick leave, bonuses, severance pay and
non-monetary benefits are measured on an undiscounted basis and are expensed when employees rendered their

services to the Company.

Short term accumulating compensated absences such as paid annual leave are recognized as an expense when
employees render services that increase their entitlement to future compensated absences. Short term

non-accumulating compensated absences such as sick leave are recognized when the absence occur. Employee
that follow proper resignation policy are entitled to get the unused annual leave days. They can get compensation

if they did not use all of the annual leaves.

Bonuses are recognized as an expense when there is present, legal or constructive obligation to make such

payments, as a result of past events and when a reliable estimate can be made of the amount of the obligation.
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3.13 EQUITY, ACCUMULATED LOSSES AND RESERVES

Share capital represents the nominal (par) value of shares that have been issued.

Accumulated losses include all current and prior period retained profits and losses.

3.14 RELATED PARTY TRANSACTIONS
A related party is a person or entity that is related to the Company. A related party transaction is a transfer of
resources, services or obligations between the Company and its related party, regardless of whether a price is

charged.

(a) A person or a close member of that person’s family is related to the Company if that person:
1. Has control or joint control over the Company;
1. Has significant influence over the Company; or
iii. Is a member of the key management personnel of the ultimate holding company of the Company, or

the Company

(b) An entity is related to the Company if any of the following conditions applies:

1. The entity and the Company are members of the same group.

ii. One entity is an associate or joint venture of the other entity.

iii. Both entities are joint ventures of the same third party.

iv. On entity is a joint venture of a third entity and the other entity is an associate of the third entity.

v. The entity is a post-employment benefit plan for the benefits of employees of either the Company or
an entity related to the Company.

vi. The entity is controlled or jointly-controlled by a person identified in (a) above.

vii. A person identified in (a)(i) above has significant influence over the entity or is a member of the key
management personnel of the ultimate holding company or the entity.

viil. The entity, or any member of a group of which it is a part, provides key management personnel

services to the Company or to the parent of the Company.

3.15 FINANCIAL INSTRUMENTS

FINANCIAL ASSETS

Loans to customers, cash and cash equivalents and other assets

These financial assets are recognised initially at the transaction price. Subsequently they are measured at amortised

cost using the effective interest method, less provisions for impairment.
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Where there is objective evidence that the carrying amounts of receivables are not recoverable, an impairment loss

is recognised in profit or loss.

FINANCIAL LIABILITIES
The Company’s financial liabilities include other liabilities. Financial liabilities are recognised initially at transaction
price. After initial recognition, they are measured at amortised cost using the effective interest method. Other

liabilities is on normal credit terms and do not bear interest.

3.16 OTHER OPERATING EXPENSES

Other operating expenses are recognised in the income statement in the year in which they incurred.

3.17 PROVISION
Provisions are recognised when the Company has a present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be required to settle the obligation; and the amount can be

reliably estimated.

When there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of

an outflow with respect to any one item included in the same class of obligations may be small.

Provisions are re-measured at the present value of the expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to

the obligation. The increase in the provision due to the passage of time is recognised as interest expense.

3.18 INCOME RECOGNITION
Interest income on performing loans, and deposits and placements with banks are recognized on a daily accrual
basis. Interest on non-performing loans is recorded as interest in suspense rather that income until it is realised on

a cash basis.

Fee and commission received that are integral to the effective interest rate of a financial assets are recognized
using the effective interest method. For example, loan commitment fees (together with related direct costs) are

deferred and recognized as an adjustment to the effective interest rate on a loan upon withdrawal.

Non yield-related application and activation lending fees received are recognized as income no later than when the

loan is disbursed or the commitment to lend expires.
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Fees charged for providing ongoing services that represent the recoupment of the costs of providing service (for

example, maintaining and administering existing facilities) are recognized as income when service is provided.

3.19 INCOME TAX
Tax expense recognised in profit or loss comprises the sum of deferred tax and current tax not recognised in other

comprehensive income or directly in equity.

Current income tax assets and/or liabilities comprise those obligations to or claims from fiscal authorities relating
to current or prior reporting periods that are unpaid at the reporting date. Current tax is payable on taxable profit,

which differs from profit or loss in the financial statements.

Deferred income tax is calculated on temporary differences between the carrying amounts of assets and liabilities
and their tax bases that are expected to increase or reduce taxable profit in the future and on unused tax losses and

unused tax credits.

Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are expected to apply to their
respective period of realization provided that they are enacted or substantively enacted at the reporting date,
taking into consideration all possible outcomes of a review by the tax authorities. The carrying amount of deferred
tax assets is reviewed at each reporting date and adjusted as necessary to reflect the current assessment of future

taxable profit.

4 SIGNIFICANT MANAGEMENT JUDGMENT IN APPLYING ACCOUNTING POLICIES
AND ESTIMATION UNCERTAINTY

The Company makes estimates, assumptions and judgments concerning future transactions which may not equal
actual results. The accounting estimates, assumptions and judgments which may cause significant impact on the

current recognition and measurement of assets, liabilities, income and expenses are summarised below:

4.1 SIGNIFICANT ACCOUNTING ESTIMATES
The significant accounting estimates in applying the accounting policies of the Company that have the most

significant effect on the financial statements is follows:

USEFUL LIFE OF DEPRECIABLE ASSETS
Management reviews its estimate of the useful life of depreciable assets at each reporting date, based on the

expected utility of the assets.
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INCOME TAX EXPENSE

The Company will recognise liabilities for expected tax expenses based on an estimate of whether the taxes are
due through Management’s current interpretation of the various tax legislations which are subject to periodic
changes. The final determination of tax expenses will be made following examination by the General Department

of Taxation.

When the final tax outcome of these matters is different from the amount that were initially recognised, such

differences will impact the tax provision in the financial year in which such determination is made.

4.2 SIGNIFICANT MANAGEMENT JUDGMENT
The following is significant Management judgment in applying the accounting policies of the Company that have

the most significant effect on the financial statements.

RECOGNITION OF DEFERRED TAX ASSETS

The extent to which deferred tax assets can be recognised is based on an assessment of the probability that future
taxable income will be available against which the deductible temporary differences and tax loss carry-forwards
can be utilised. In addition, significant judgement is required in assessing the impact of any legal or economic

limits or uncertainties in various tax jurisdictions.

5 CASH ON HAND

USD KHR’000 USD KHR’000

(Note 3.2) (Note 3.2)

Khmer riel - - 1,507 0,141
US Dollars 7,157 28,950 13,687 55,775
7,157 AR 15,194 61,916

6 DEPOSITS AND PLACEMENTS WITH THE NATIONAL BANK OF CAMBODIA

USD KHR’000 USD KHR’000
(Note 3.2) (Note 3.2)
Current accounts 7,517 30,406 6,543 26,663
Capital guarantee deposit 350,000 1,415,750 350,000 1,426,250
357,517 1,446,156 356,543 1,452,913
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CAPITAL GUARANTEE DEPOSIT 8 LOANS TO CUSTOMERS - NET
Under Prakas No. B7-00-06 on the Licensing of MFIs dated 11 January 2000, the Company is required to main-
tain a capital guarantee deposit equivalent to 5% of its registered capital with the NBC. This deposit is not avail- USD KHR’000 USD KHR’000
able for use in the Company’s day-to-day operations but is refundable when the Company voluntarily ceases to (Note 3.2) (Note 3.2)
operate its business in Cambodia. Long term loans to customers 3,855,686 15,596,250 4,974,908 20,272,750
Accrued interest receivable 77,607 313,921 - -
The statutory deposit on capital guarantee deposit placed with the NBC earns interest at rates ranging from 0.32% Loans to customers - gross 3,933,293 15,910,171 4,974,908 20,272,750
- 0.36% per annum (2019: 0.32% - 0.36% per annum). Allowance for bad and doubtful loans (629,237) (2,545,264) (305,128)  (1,243,397)

Loans to customers - net 3,304,056 13,364,907 4,669,780 19,029,353

7 DEPOSITS AND PLACEMENTS WITH BANKS

31 December 2020 31 December 2019 The movements in allowance for bad and doubtful loans to customers ate as follows:
USD KHR’000 USD KHR’000 31 December 2020 31 December 2019
(Note 3.2) (Note 3.2) USD KHR’000 USD KHR’000
Saving accounts 1,621,220 0,557,835 493,548 2,011,208 (Note 3.2) (Note 3.2)
1,621,220 6,557,835 493,548 2,011,208 Balance at the beginning of the year 305,128 1,243,397 224,735 902,984
Allowance for the year 324,109 1,321,392 80,393 327,601
Deposits and placements with banks are analysed as follows: Currency translation differences - (19,525) - 12,812

1,243,397

Balance at the end of the year 629,237 2,545,264 305,128

31 December 2019

31 December 2020

USD KHR’000 USD KHR’000 The gross loans to customers are analysed as follows:
(a) By currency USD KHR’000 USD KHR’000
US Dollars 1,621,220 06,557,835 493,548 2,011,208 (Note 3.2) (Note 3.2)
1,621,220 6,557,835 493,548 2,011,208 (a) By currency
US Dollars 3,878,358 15,687,958 4974908 20,272,750

31 December 2019
USD KHR’000

31 December 2020
USD KHR’000

Khmer riel 54,935 222,213 - -
3,933,293 15,910,171 4,974,908 20,272,750

(Note 3.2) (Note 3.2)
(b) By maturity (b) By industry sector
Within 1 month 1,621,220 0,557,835 493,548 2,011,208 Services - - 146,373 596,470
1,621,220 6,557,835 493,548 2,011,208 Trade and commerce - - 1,033,341 4,210,865
Household/ family 3,933,293 15,910,171 3,679,336 14,993,294
The Company earns interest for its deposits and placements with banks at the rate of 1% per annum (2019: 1% Others - - 115,858 472,121
per annum). 3,933,293 15,910,171 4,974,908 20,272,750
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(c) By residency status 10 PROPERTY AND EQUIPMENT
Residents 3,056,280 12,362,654 4,044,648 16,481,940
Non-residents 877,013 3,547,517 930,260 3,790,810

3,933,293 15,910,171 4,974,908 20,272,750

(d) By relationship § 8 § = § § § N 5 § % g % % % §
s o -~ O\ ~ - L oo - ~ % a o & S &
Non-related parties 3,933,293 15,910,171 4974908 20,272,750 é g % o a g e = § § & % § R = %
3,933,293 15,910,171 4,974,908 20,272,750 Z - - - = = - - =
(e) By performance a T, o w1 < T © o o
: 7 S & S ) N S -1 S
Standard loans: secured 3,128,230 12,653,691 4,900,542 19,969,709 ) o o o o Ak o VE SR o
: . A < & & < < s - &
Special mentions: secured 327,797 1,325,939 74,366 303,041
Sub-standard loans: secured 101,199 409,350 - -
Doubtful loans: secured 376,067 1,521,191 - - % a § | § § | § § | § % % ' §
= = o) o) o) o0 o) o) N ool
3,933,293 15,910,171 4,974,908 20,272,750 '§ N N N N N N N N
The secured loans are those loans secured by land or house title receipt (which are not official land title deeds), as
the Company generally issues loans to low-income entrepreneurs in the provinces. g g % a ﬁ | ﬁ g | | g g | ﬁ § § : g
.- ¢ ¢ < & 11|
(f) By interest rates & % g
The annual interest rates that were in effect as at the year-end are as follows: =
B re— R ;¢ = il 2 ¢ 2z ;
2020 2019 o g K4 ~ ~ 0~ ~ ~ D~ O o~
. 5 L N N gl 1 = |||
Services - 5% - 13% <=
s
Trade and commerce - 12%
Household/ family 5-14.4% 12-14.4% ".!; é’ a % ' ’% § 5 ' é % ' ’% § E ' §
< 9 - - y s - - Noor B
Others : 14% M- 5 5 3 . g £ g~ 32
>
9 OTHER ASSETS _ g
31 December 2020 31 December 2019 & S o S o o o
USD KHR’000 USD KHR’000 % ’§ & S '% &
b5} oy B - 8 = B -
(Note 3.2) (Note 3.2) 3 2 2 s £ E g 2 g s £
0 & O S o & O [
Amount due from holding company 1,128,886 4,566,344 600,866 2,448,529 = & g 8 8 b g : 2 v g a8 2 & g £
5 o = = ) =
Amount due from related parties 37,845 153,083 492413 2,006,583 e g ©. 5 - K A g <. 5
< o = - < @ o ) < 1S - - < @ o E)
Deposits 15,090 61,039 15,440 62,918 e 2 o 2 8 £ 8 g3 £ g 2 o 2 & £ 8 3 £
5 S 5 8 E S £ 4 ¢ S 5 8 E S 8 4 ¢
Prepaid expenses 5,230 21,155 : : 2 p g = 3z 3? g < 2 2 p § = 3z E g = 2
@) H M EH M @ H m H m
Accounts receivables 903 3,653 903 3,680
Accrued interest receivables 223 902 - -

1,188,177 4,806,176 1,109,622 4,521,710



Annual Report 2020

Annual Report 2020

11 INTANGIBLE ASSETS

2020 2019
USD KHR’000 USD KHR’000
(Note 3.2) (Note 3.2)
Cost

At 1 January 84,289 343,478 84,289 338,673
Currency translation difference - (2,529) - 4,805
Balance at 31 December 84,289 340,949 84,289 343,478

Less: Accumulated amortisation
At 1 January 58,033 236,485 43,513 174,835
Amortisation 13,638 55,602 14,520 58,835
Currency translation difference - (2,178) - 2,815

Balance at 31 December 71,671 289,909 58,033 236,485
Carrying amount 12,618 51,040 26,256 106,993

12 INCOME TAX

(a) Deferred tax asset, net

Deferred tax assets comprise:

31 December 2020 31 December 2019

USD KHR’000 USD KHR’000

(Note 3.2) (Note 3.2)

Allowance for losses on loans to customers * 37,079 149,985 4,066 16,569
Accelerated tax depreciation 18,814 76,102 21,565 87,877

Deferred tax asset, net 55,893 226,087 25,631 104,446

The movements of net deferred tax assets are as follows:

31 December 2020 31 December 2019

USD KHR’000 USD KHR’000

(Note 3.2) (Note 3.2)

At 1 January 25,631 104,446 32,426 130,288
Credit/(chatge) to the income statement 30,262 123,378 (6,795) (27,690)
Currency translation differences - (1,737) - 1,848
At 31 December 55,893 226,087 25,631 104,446
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*This represents deferred tax assets arising from the general allowances and specific provisions for substandard
loans which are not deductible under the Prakas No. 1535 MEF issued by the Ministry of Economy and Finance
(MEF) on 23 December 2016.

(b) Current income tax liabilities

2020 2019

USD KHR’000 USD KHR’000

(Note 3.2) (Note 3.2)

At 1 January 74,394 303,156 2,174 8,735
Current income tax expense - - 79,829 325,303
Prepayment of profit tax 5,156 20,854 - -
Under provision in prior year 1,360 5,545 - -
Income tax paid (80,143) (326,743) (7,609) (31,007)
Currency translation differences - 293 - 125

Balance at 31 December 3,105 74,394 303,156

(c) Income tax expense

31 December 2020 31 December 2019

USD KHR’000 USD KHR’000

(Note 3.2) (Note 3.2)

Current income tax - - 79,829 323,467
Under provision in priot year 1,360 5,545 - -
Deferred tax (30,262) (123,378) 0,795 27,533
Income tax expense (28,902) (117,833) 86,624 351,000

In accordance with the Law on Taxation, the Company has an obligation to pay corporate income tax in the form

of either tax on income at the rate of 20% of taxable income or minimum tax at 1% of turnover, whichever is

higher.

The reconciliation of income tax expense computed at the statutory tax rate to the estimated income tax expense

shown in the statement of comprehensive income is as follows:
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14 SHARE CAPITAL

For the year ended For the year ended 31 December 2020 31 December 2019
31 December 2020 31 December 2019 USD KHR’000 USD KHR’000

USD KHR’000 USD KHR’000 (Note 3.2) (Note 3.2)
(Note 3.2) (Note 3.2) 2,800,000 shates with par value
Accounting (loss)/profit before tax (468,065) (1,908,301) 185,971 753,554 of USD2.50 per share 7,000,000 28,126,000 7,000,000 28,126,000
Adjustment for:
Add: Expenses not deductible for income tax purpose 137,609 561,030 247,149 1,001,446 15 INTEREST INCOME
Taxable income (330,456) (1,347,271) 433,120 1,755,000 For the year ended For the year ended
Income tax rate (at 20%) - - 86,624 351,000 31 December 2020 31 December 2019
Minimum tax (at 1% of turnover) - - 6,619 26,821 USD KHR’000 USD KHR’000
Estimated income tax expense - - 80,624 351,000 (Note 3.2) (Note 3.2)
Movement in deferred tax (30,262) (123,378) - = Interest from:
Under provision from ptior year 1,360 5,545 - - Loans to customers 563,660 2,298,041 644,461 2,611,356
Estimated income tax expense (28,902)  (117,833) 351,000 Placements with other banks 5,572 22,717 6,835 27,695
Capital guarantee deposit 994 4,053 2,202 8,923

The taxation system in Cambodia is relatively new and is characterized by numerous taxes and frequently changing 570,226 2,324 811 653,498 2,647,974

legislation, which is often unclear, contradictory, and subject to interpretation. Often times, differing interpreta-

tions exist among numerous taxation authorities and jurisdictions. Taxes are subject to review and investigation

by a number of authorities, who are enabled by law to impose severe fines, penalties and interest charges. 16 FEES, COMMISSION AND OTHER INCOME

For the year ended For the year ended
These facts may create tax risks in Cambodia substantially more significant than in other countries. Management 31 December 2020 31 December 2019
believes that it has adequately provided for tax liabilities based on its interpretation of tax legislation. However, USD KHR’000 USD KHR’000
the relevant authorities may have differing interpretations and the effects could be significant. (Note 3.2) (Note 3.2)
Fees and commissions 2,255 9,194 8,293 33,603
13 OTHER LIABILITIES Others 353 1,439 120 486
USD KHR’000 USD KHR’000

(Note 3.2) (Note 3.2) 17 PERSONNEL EXPENSES
Amount due to related parties 1,147,545 4,641,820 758,072 3,089,143 For the year ended For the year ended
Amount due to holding company 70,638 285,731 - - 31 December 2020 31 December 2019
Customer deposits 22,295 90,183 2,601 10,599 USD KHR’000 USD KHR’000
Accrued expenses 14,272 57,730 137,483 560,243 (Note 3.2) (Note 3.2)
Accounts payable 7,159 28,958 1,750 7,131 Salaries and wages 74,544 303,916 28,219 114,343
Other tax payables 536 2,168 500 2,038 Other employee benefits 7,100 28,947 2,919 11,828
1,262,445 5,106,590 900,406 3,669,154 81,644 332,863 31,138 126,171
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18 DEPRECIATION AND AMORTISATION 20 CASH AND CASH EQUIVALENTS
For the year ended For the year ended 31 December 2020 31 December 2019
31 December 2020 31 December 2019 USD KHR’000 USD KHR’000
USD KHR’000 USD KHR’000 (Note 3.2) (Note 3.2)
(Note 3.2) (Note 3.2) Cash 7,157 28,950 15,194 61,916
Balances with the NBC: Current accounts 7,517 30,406 6,543 26,663
Amortization 13,638 55,602 14,520 58,835 Deposits & placements with banks: Saving accounts 1,621,220 6,557,835 493 548 2,011,208

3,323
58,925

13,936 56,469 1,635,894 6,617,191 515,285 2,099,787
28,456 115,304 21 RELATED PARTY TRANSACTIONS AND BALANCES

Depreciation

(a) The Company had the following transactions with related parties during the year:
19 GENERAL AND ADMINISTRATIVE EXPENSES For the year ended For the year ended
For the year ended 31 December 2020 31 December 2019
31 December 2019 USD KHR’000 USD KHR’000

For the year ended
31 December 2020

USD KHR’000 USD KHR’000 (Note 3.2) (Note 3.2)
(Note 3.2) (Note 3.2) Related parties Relationship
Maha Family Properties Co., Ltd Holding company
Loans and receivables written off 405,816 1,654,512 1,039 4210 Guarantee fee 70,638 287,993 30,963 125,462
Operating and guarantee fee 92,734 378,077 62,058 251,459 Zelkova Asset Holdings Co., Ltd Under common control
Office and other rental expenses 38,244 155,921 42,633 172,749 Guarantee fee 22,096 90,084 131 531
Professional fees 22,594 92,116 31,236 126,568 (b) The following balances are outstanding with related parties:
Repairs and maintenance 12,744 51,957 10,180 41,249 For the year ended For the year ended
Utilities 9,809 39,991 9,005 36,488 31 December 2020 31 December 2019
Security 7,986 32,559 7,414 30,042 USD KHR’000 USD KHR’000
Taxes and licenses 0,333 25,820 7,684 31,136 (Note 3.2) (Note 3.2)
Communication 5,733 23,373 4,656 18,866 Related parties Relationship
Travel 4,314 17,588 845 3,424 Maha Family Properties Co., Ltd. Holding company
Consultant fees 1,700 6,931 35,700 144,656 Amount due from 1,128,886 4,566,344 600,866 2,448,529
Stationeries and printing 675 2,752 4,760 19,288 Amount due to 70,638 285,731 - -
Other taxes 143 583 689 2,792 Zelkova Asset Holdings Co., Ltd. Under common control
Bank charge 120 489 242 981 Amount due from - - 42,848 174,606
Other expenses 11,748 47,896 14,981 60,703 Amount due to 1,147,545 4,641,820 756,214 3,081,572
Compensation fee - - 102,831 416,671 ORO Financecorp Pawnshop Co., Ltd. Company in which a director has interest
620,693 2,530,565 335,953 1,361,282 Amount due from 37,845 153,083 449,565 1,831,977
Amount due to - - 1,858 7,571

The amounts due from/to related parties are unsecured, interest free and repayable on demand.
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22 COMMITMENTS

Operating lease commitments

31 December 2020 31 December 2019

USD KHR’000 USD KHR’000

(Note 3.2) (Note 3.2)

Within one year 33,333 135,900 16,667 67,535
From one to five years 13,889 56,625 - -
47,222 192,525 16,667 67,535

23 FINANCIAL RISK MANAGEMENT
The guidelines and policies adopted by the Company to manage the risks that arise in the conduct of their business

activities are as follows:

(a) Credit Risk
Credit risk is the potential loss of revenue and principal losses in the form of specific provisions as a result of

defaults by the borrowers or counterparties through its lending and investing activities.

The primary exposure to credits risk arises through its loans to customers. The amount of credit exposure in this
regard is represented by the carrying amounts of the assets on the statement of financial position. The lending
activities are guided by the Company’s credit policy to ensure that the overall objectives in the area of lending are
achieved; i.e., that the loans portfolio is strong and healthy and credit risks are well diversified. The credit policy
documents the lending policy, collateral policy, credit approval processes and procedures implemented to mitigate

credit risks and to ensure compliance with the NBC Guidelines.

The Company holds collateral against loans to customers in the form of mortgage interests over the (landed)
property and guarantees. Estimates of fair value are based on the value of collateral assessed at the time of borrow-

ing, and generally are not updated unless there is any significant event affecting the atea and/or the status of prop-

erty.
(i) Credit risk measurement

The Company assess the probability of default of individual counterparties by focusing on borrower’s forecast

profit and cash flow. The credit committee is responsible for approving loans to customers.
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(ii) Risk limit control and mitigation policies

The Company manages limits and controls the concentration of credit risk whenever it is identified.

The Company 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, which is common practice. The Company
implements guidelines on the acceptability of specific classes of collateral or credit risk mitigation. The principal

collateral types secured for loans to customers are:

* Mortgages over residential properties (land, building and other properties), and

* Charges over business assets such as land and buildings.

(iii) Impairment and provisioning policies
The Company is required to follow the mandatory credit classification and provisioning accordance with Prakas
B7-017-344 dated 1 December 2017 and 16 February 2018 on Credit Risk Grading and Provision on Impairment.

(refer to note 3.6 for details).

Exposure to credit risk 31 December 2020 31 December 2019
USD KHR’000 USD KHR’000
(Note 3.2) (Note 3.2)

Loans to customers
Neither past due nor impaired 3,128,230 12,653,691 4,900,542 19,969,709
Past due but not impaired 327,797 1,325,939 74,366 303,041
Individually impaired 477,266 1,930,541 - -

3,933,293 15,910,171 4,974,908 20,272,750

It is not practical to obtain fair value of collateral due to costs of obtaining such information outweigh the poten-
tial benefits. Under the NBC regulations, the value of collateral is not taken into account when determining the

allowance for bad and doubtful loans.
Neither past due nor impaired

Loans to customers not past due less than 30 days are not considered impaired, unless other information is avail-

able to indicate the contrary.
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Impaired loans to customers
In compliance with NBC’s guidelines, an allowance for doubtful loans to customers is made for loans to custom-
ers with payment overdue equal to or more than 90 days for long term loans (equal to or more than 60 days for

short term loans).

Past due but not impaired loans to customers

Past due but not impaired loans are those which are classified as special mention in compliance with the NBC’s
guidelines with a specific allowance of 3% of the loan outstanding. For those loans the contractual interest or
principal payments are past due more than 30 days but less than 90 days for long term loans (more than 30 days

but less than 60 days for short term loans), unless other information is available to indicate otherwise.

(b) Operational risk

The operational risk losses which would result from inadequate or failed internal processes, people and systems
or from external factors is managed through established operational risk management processes, proper monitor-
ing and reporting of the business activities by control and support units which are independent of the business

units and oversight provided by the management.

The operational risk management entail the establishment of clear organizational structure, roles and control
policies. Various internal control policies and measures have been implemented. These include the establishment
of signing authorities, defining system parameters controls, streamlining procedures and documentation. These

are reviewed continually to address the operational risks of its micro-finance business.

(c) 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. Market risk arising from the trading activi-

ties is controlled by marking to the market the trading positions against their predetermined market risk limits.
(i) Foreign currency exchange risk

Concentration of currency risk

The Company’s income is principally earned in USD. The Company’s expenditure is principally paid in USD. The

Company does not therefore have significant exposure to foreign currency risk.

The aggregate amounts of financial assets and liabilities, by currency denomination, are as follows:
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USD equivalent of Total
USD  KHR balances KHR’000
As at 31 December 2020 (Note 3.2)
Financial assets

Cash on hand 7,157 - 7,157 28,950
Deposits and replacements with the NBC 7,517 = 7,517 30,406
Deposits and placements with banks 1,621,220 - 1,621,220 6,557,835
Loans to customers 3,878,358 54,935 3,933,293 15,910,171
Other assets* 1,167,857 - 1,167,857 4,723,982
6,682,109 54,935 6,737,044 27,251,344

Financial liabilities
Other liabilities** 1,239,614 - 1,239,614 5,014,239
Total financial liabilities 1,239,614 - 1,239,614 5,014,239

Net financial asset position 5,442,495 5,497,430 22,237,105

As at 31 December 2019

Financial assets

Cash on hand 13,687 1,507 15,194 61,916
Deposits and replacements with the NBC 6,543 - 6,543 26,663
Deposits and placements with banks 493,548 - 493,548 2,011,208
Loans to customers 4,974,908 - 4,974,908 20,272,750
Other assets * 1,094,182 - 1,094,182 4,458,792
6,582,868 1,507 6,584,375 26,831,329
Financial liabilities
Other liabilities** 897,305 - 897,305 3,656,518
Total financial liabilities 897,305 - 897,305 3,656,518

Net financial asset position 5,685,563 1,507 5,687,070 23,174,811

*Amounts excluding deposits and prepayments

**Amounts excluding customer deposits and tax payables

(ii) Interest rate risk
Interest rate risk refers to the volatility in net interest income as a result of changes in the level of interest rate and
shifts in the composition of the assets and liabilities. The exposure to interest rate risk relate primarily to its loans
and bank deposits.
Since the majority of financial assets are short-term and the interest rates are subject to change with the market

rates, the Company does not use derivative financial instruments to hedge such risk.
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(d) Liquidity risk
Liquidity risk is the risk of the Company being unable to meet its payment obligations associated with its financial
liabilities when they fall due and to replace funds when they are withdrawn. The consequence of this may be the

failure to meet obligations to repay depositors and fulfill commitments to lenders.

(i) Liquidity risk management process
The Company’s Management monitors balance sheet liquidity and manages the concentration and profile of debt
maturities. Monitoring and reporting take the form of the reviewing of the daily cash position and projections for
the next day, week and month, as these are key periods for liquidity management. Management monitors the

movement of the main depositors and lenders and projections of their withdrawals.
In addition, the Company monitors closely on the cash flow sensitive assets and cash flow sensitive liabilities from
the assets and liabilities management tools in order to foresee on liquidity in the future and avoid from liquidity

risk.

(ii) Non-derivative cash flows

31 December 2020 31 December 2019

USD KHR’000 USD KHR’000
(Note 3.2) (Note 3.2)

No fixed term

Other liabilities 1,239,614 5,014,239 897,305 3,656,518

(e) Capital management
(i) Regulatory capital
The Company’s objectives when managing capital, which is a broader concept than the ‘equity’ on the face of the
balance sheet, are:
* To comply with the capital requirements set by the NBC;
* To safeguard the Company’s ability to continue as a going concern so that it can continue to provide
returns for shareholders and benefits for other stakeholders; and

* To maintain a strong capital base to support the development of the business.

The NBC requires all the financial institutions to (i) fulfill the minimum capital requirements, and (ii) comply with

solvency, liquidity and other requirements.
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(ii) Capital allocation
The allocation of capital between specific operations and activities is, to a large extent, driven by optimization of
the return achieved on the capital allocated. The amount of capital allocated to each operation or activity is based

primarily upon the regulatory capital.

24 Fair values of financial assets and liabilities
Fair value represents the amount at which an asset could be exchanged or a liability settled on an
arms-length basis. As verifiable market prices are not available, market prices are not available for a significant

proportion of the Company’s financial assets and liabilities fair values, therefore, were not presented.

25 Post-reporting date event
No adjusting or significant non-adjusting events have occurred between the reporting date and the date of

authorisation of these financial statements.
26 Authorisation of the financial statements

The financial statements as at 31 December 2020 and for the year then ended were approved for issue by the

Board of Directors on 25 May 2021.
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