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BIGINESHS BPBH . HATTHA KAKSEKAR LIMITED

- ﬁj”lg‘Si:éLﬁmi;:IﬁmSﬁj Micro - Finance Institute

REPORT OF THE BOARD OF DIRECTORS

= The Board of Directors of Hattha Kaksekar Limited (“IIKL") presents its report together with the audited
financial statervents of HKL for the year ended 31 December 2002.

HATTHA KAKSEKAR LIMITED

Haltha Kaksekar, & non-governmenta! organisation (“NGO™) ¢stablished in November 1996, has created
HEL in order to comply with Prakas No, B700-06 dated 11 January 2000, a regulation issucd by the
National Bank of Cambodia (“NBC™) on licensing of micro-finance institutions. The ¢rcation of ITKI.
converted the NGO’s micro-lending operations into a licensed and commereially oricnted micro-finance
institution (“the MFP"). HKL aims to carry out the NGO's micro-finance activities and conduct banking
operations as defined in the Law on Banking and Financial Institution. This conversion wag achicved by
. iransferring and assigning atl the assets and liabilities of the NGO as at 27 April 2001, the effective datc
e of transfer, 1o HKL including ali grant contracts and the outstanding receivables arising from these

contracts as at the date of transfer, conditions znd obligations relating to a bank loan, all empleyment

contracts, conditions, obligations and benefits, leases op premises or houscs for office branches or
— headquarters, and all others related 1o micro-lending operations of the NGO. The transfer and
assignment of all these were effected through an agreement to transfer assets and habilitics, and the
suberdinated loan agreement hetween tha NGO and MEFTL, both dated 27 April 2001.

PRINCIPAL ACTIVITIES

The MF1 is principally engaged in the provision of credit and saving services for the lower segrments of
the market.

HKL operates in five branches Iocated in the provinces of Pursat, Kampong Thom, Siem Reap and
Banteay Meanchey, with the primary source of revenue being from interest income earned on providing
loans to clients. It also provides a voluntary savings accounts service 1o its clients.

RESULTS AND DIVIDENDS

The net income for the year ended 31 December <002, after taxation, amounted to USS 42,196 (for the
cight manths ended 31 December 2001: US$ 35,662).

No dividends were paid or declared during this period.

EVENTS SINCE THE BALANCE SHEET DATE

No significant events occurred after the balance shest date requiring disclosure or adjustment other than
those already disclosed in the accompanying notes to the financial statements,

Head Office : Road N 4, Peal Ngek 1 Village, Phteash Prey Communc., Sampovmeas [istrjct,
Pursat Urovinee, 30m from Mighway 5
CCC box N¥ 377, P.0O. Box 2044, Phuom Penh Cambodia
Tel / Fax : (855) 52 051 404 1 H/D - (855) 12 841 887
E-mail : kaksckarg@caminrel,com
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THE BOARD OF DIRECTORS
The members of the Board of Directors during the period and at the date of this report are:

. M. So Salout (President, resigmed 30 October 2002);

Mr. Dul Sambath (Secretary, resigned 23 March 2002)

Mr. Jean Thiboutot;

Mzs. Im Vandith;

Mr. Jacques Gautheron;

Mr. So Phally (resigned 23 March 2002);

Mr. Gui Anvanith (resigned 30 October 2002);

Mr. Hout leng Tong (appointed 23 March 2002 as provisory member)

No members held to any controlling interest in the equity of the MFI except for Mr. Jean Thibgutot
holding 84 shares of the MFI (wath par value of US$ 30 cach). No arrangements existed to which the
MI'11s a party with the object of enabling the members ta obtain an interest in the MFI or in any body
corporate. No member has a benefi, other than remuneration, by reason of a contract made by the MEL
or related party.

- AUDITORS

The auditors, PricewaterhouscCoopers (Cambodia) Limiled, have expressed their willingness to accept
- Teappointment.

- STATEMENT OF THE BOARD OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE
FINANCIAY. STATEMENTS

The Board of Directors is responsible for the financial statements of each financial year which give g truc
and fair view of the state of affairs of the MFI and of the results of its operations, and cash flows for the
year ended 31 December 2002, In prepaning those financial statements, the Board of Directors is
required to:

. select suitable accounting policies and then apply them consistently;
— * make judgments and estimates that are reasonable and prudent;
s state whether applicable zccounting standards have heen followed, subject to any material

departures disclosed and explained in the accounts; znd

* prepare the accounts on the going concern basis unless it is mappropriate to assume that the MFI
will continue in business.

The Board of Directors confirms that HKI. has complied with the above requitements in preparing the
accounts.

T The Board of Directors is responsibie for ensurmg that proper accounting records are kept which
disciose, with reasonable accuracy and time, the financial position of the MFT and to ensure that the
accounts comply with the registered accounting system. It is also responsible for safeguarding the assets

— of the MFI and hence for taking reasonable steps for the prevention and detection of fraud and other

irregulanties,
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- APPROVAL OF THE FINANCIAL STATEMENTS

We hereby approve the accompanying financial statements which give a fruc and fair view of the
financial position of HKL as at 31 December 2002, and of the results of its operations and its cash flows
for the year Lhen ended in accordance with Internationat Accounting Standards,

—
-
Hout I@ﬂgﬁ“ong )
— General Manager
Phnomn Penh, Kingdom of Cambodia
— Date: 28 February 2003

FS
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PRICEWATERHOUSE(COPERS (3

. PricewaterhouseCoopers iCambadia) Lid
— 124 rioredow Bodleverd, Tharkarrza
Frinoe Fern
F«ng:ﬁ@’n at Carbaoia.
: Tol C {3551 2% 218 OB
— Fax : {855) 23 211 594

. AUMTORS' REPORT TO THE BOARD DIRECTORS OF
- HATTHA KAKSEKAR LIMITED

— We have audited the financial statements, expressed in United States dollars, of Hattha Kaksekar Limited
{("HKL"} as at 31 December 2002 and for the year then ended. These financial statements, as set out on
pages 5 to 24, have been preparcd in accordance with International Accounting Standards. As discussed
in note 2 to the financial statements, the translation in Khmer Riel is made for the sole purpose of
complying with the NBC requirement.

Respective responsibilities of management and auditors

HKL’s managcment is respansibie for the preparation of financial statements which give a true and fair
view. In prepariny financial staternents which give a true and fair view, it is fundamental thal appropriate
accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion based on our avdit, on those financial statements
- and to report our opinion to you.

Basis of Opinien

We conducted our audit in accordance with International $tandards on Audiling. An andit includes
examination, on a test basis, of evidence relevanl © the amounts and disclosures in the financial
statements. It also includes an asscssment of the significan: estimates and judgements made by HKL’s
management in the preparation of the financial statements, and of whether the accounting policies are
appropriate to HKL s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit s0 a8 o obtain all the information and explanations which we
considered necessary i order to provide us with sufficient evidence to give reasonable assurance as to
whether the financial statements are free from roaterial misstatement. In forming our opinion, we also

- eveluated the overall adequacy of the presentation of information in the financial statements, We believe
that our audit provides a reasonable basis for our opinion.

— Opinion

In gur opinion, the financial statements expressed in United States dollars give a true and fur view, in all
material Tespeets, of the financial position of HKL as at 31 December 2002 and of the results of 1ts
cperations and cash (lows for the year then ended in accordance with International Accounting
Standards.

.ﬁégﬁﬁﬁ o) ’#{‘
) . . AR GIEETH) T
Pmm,.mw Cm?ﬂh (Conbadic ) Limetad mew“u'.ar;&u_&?fﬁg Q@-‘
PRICEWATERHOUSECOOPERS (CAMBODIA) LIMITED
: Phnom Penh, Kingdom of Cambodia
e Date: 28 February 2003
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HATTHA KAKSEKAR LIMJITED

BALANCE SHEET
AS AT 31 DECEMBER 2002

ASSETS

Cagh on hand

Deposits with the National Bank of
Cambodia

Balances with banks

Loans receivable, net

Grants receivable

Fixed assets

Other receivables

Total Assets

LIABILITIES AND
SHARFHOLDERS® EQUITY
LIABTLITIES

Bank loans

Subordinated loans

Deposits of members

Peferred grant income

Accruals and other liabilities

Total Liabilities

SHAREHOLDERS® EQUITY
Share capital

Revolving fund subsidy
Accumulated profit

Teotal Shareholders® Equity

Mr. Fout Ieng Tong
General Manager
Date: 28 February 2003

FAxX MNO.

Note

L
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11
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oEs2 951484

31 December 2002

AP,

21 23 11:13AMH

31 December 2001

USS Riel’ 000 USs$ Ricl’ 000

(At year-cnd {At ycar-end
exchange rate) exchange ratc)

107,026 420,612 61,610 239.971
4,922~ 19,343 4922 19,171
70,590~ 277419 40,839 159,068
1,186,807~ 4,664,152 1,399,836 5452 361
145,414 .~ 571,477 247,649 964,393
09,330~ 390,367 %2433 321,077
52.133 204,882 46,839 182,438
1,666,222 6,548,252 1,884,128 7,338,679
290,000~ 1,139,700 550,000 2,142.250
856,836 3,367,365 838,457 3,343,691
77,634 305,102 82,594 321,923
181,014 711,385 236,134 919,742
94,275 370,500 13,426 169,144
1,499,759 5,894,052 1,770,616 6,846,550
77,850 305,951 77.850 303,226
10,755 42 267 - -
77,858 305,982 35,662 138,803
166,463 654200 _ 113,512 442,129
1,666,222 6,548.252 1 884,128 7,338,679

The accompanying notes form an integral part of these financial statements.
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HATTHA KAKASEKAR LIMITED
STATEMENT OF CHANGS IN SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED 3! DECEMBER 2002
Note Share Revolving Retained
capital fund subsidy earnings Total Total
US3s LSE 1158 Ricl 004
(At vear-end
cxchange rate)
Balance as at 27April 2001 15 77,850 - - 77,850 303,226
Net ingome for the period - - 35,662 35,662 138,903
Balancc as at
31 December 2001 77,850 35,662 113,512 442,129
Net income for the year - 42,196 42,196 163,830
Revolving fund subsidy . 10,755 - 10,735 42,267
Currency revaluation at
balance sheet date - - - - 3,974
Balance as at
31 December 2002 77,850 10,755 77,858 166,463 654,200

Mr. Hcfl}t"lgng Tong
General Manager
Date: 28 February 2003

The accompanying notes form an integral part of these financial statements,
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HATTHA KAKSEKAR LIMITED

STATEMENT OF INCOME
AS AT 31 DECEMBER 1002

Intcrest income
Intercst expense

Net interest income

Grant income
Other operating income

Net operating income

Operating expenses

General and adminisirative expenses
Grant-related expenses

Depreciation

Total oporating expenses
Provision for doubtful leans

Total cxpenses

In¢come before income tax

Income tax ¢xpense

NET INCOME FOR THE YEAR/
PERIOD

Mr. HolMeffy Tong
General Manager
Date: 28§ February 2003

FRx NO, @ B2 95144 Fpr. 21 28003 1t:id4AM P4
Note For the year ended For the eight months

31 December 2002 ended 31 December 2001
USss Ricl’ 0040 USs Riel’ 000

{At year-end (At year-end
exchange rate) exchange rate )
16 583,993 2205,092 348,338 1,356,777
17 71,115 279 482 52,038 202,688
512,878 2,015610 296,300 1,154,089

18 61,681 242,406 60,279 234,787
38,766 152,351 14,559 56,707

613,325 2,410,367 371,138 1,445,583
19 302,576 1,184,124 159,596 621.627
20 61,681 242 406 62,054 241,701
g 26,954 105,929 14,378 56,002
391,211 1,537,459 236,028 919,330
7 173217 680,743 57.750 380,736
564,428 2,218,202 333778 1,300,066
48,897 192,165 37,360 145,517
21 6,701 26,335 1,698 6614
42,196 163,830 35,062 138,903

The accompanying notes form an integral part of these financial statements.
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HATTHA KAKASEKAR LIMITED

STATEMENT OF CASH FLOWS
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FOR THE YEAR ENDED 31 BECEMBER 2002

Operaring activities
Net income for the period
Adjustments for:
Proavision for doubtful loans
Depreciation of {ixed assets
Loss on disposal of fixed assets
Changes in operating assets and liabilitics:
Capital guarantee and reserve
accounts with the NBC
Loans receivable, net
Grants receivable
Other assets
Dieposits of meinbers
Deferred grant income
Accruals and other liabilities

Net cash inflow {rom operating activities

Investing activity
Purchases of fixed asscls

Financing activities

Proceeds from bank loans

Repayment of bank loans

Revolving fund subsidy

Increase (decrease) in subordinated loans

Net cash inflow (outflow) from
operating activities

Net increase in cash on hand and in banks

Cash and cash equivalents as at
beginning of the year/period

Currency revaluation at balanee sheet date

Cash and cash equivalents as at
end of the vear/period

Apr, 21 2083 11:15AM P

Note  For the year ended For the cight months

31 December 2002 ended 31 December 2001
US$ Riel’ 400 Uss Riel’ 000

{At year-end (At year-end

exchange rate) exchange rate )

42,196 165,830 35,662 138,903
173,217 680,743 97,750 380,736
26,954 105,929 14,378 56,002
5,185 20,377 245 954
- - {4,747) {18,489)
39,812 156,401 (269,371) (1,046,200
102,235 401,783 247,614 964,457
(5,294) (20,805) (17,462) (68,014)
{4,965) (19,512) 20,311 79,111
(55,1200 {216,622 (60,279) {234,787)
50,849 199,837 17,917 69,787
375,069 1,474,021 §2,018 319,460
{49,036) (192,711} (24,547) (95,611)
290,000 1,133,700 - -

(550,000} (2,161,500 -

10,755 42,267 - -
(1.621) (6,370} 13,350 51,699
(250,860) (985,903) 13,350 51,999
75,167 295,407 70,821 275 848
102,624 399,721 31,803 123,873
- 3,591 - -

177,791 698,719 102,624 399,721

The accompanying notes form an integral part of these financial statements.
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HATTHA KAKSEKAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2002

1.  GENERAL

Hertha Kaksekar, a non-governmental organisation {(“NGQO™) cstablished in November 1996, has created
Hattha Kalsekar Limited (HKL) in order to comply with Prakas No. B700-06 dated 11 January 2000, a
regulation issued by the National Bank of Cambodia (“NBC™) on licensing of micro-finance mstitutions.
The creation of HKL converted the NGO's micro-lending operations into a licensed and commercially
orented micro-finance institution (the “MFI™). HEKL aims to carry out the NGO's micro-finance
activities and conduct banking operations as defined in the Law on Banking and Firancia! Institution,
This conversion was achieved by transferring and assigning all the assets and labilitics of the NGO as at
27 Apri] 2001, the effective date of transfur, to HEKL including all grant contracts and the outstanding
receivables arising from these contracts as at the date of transfer, conditions and obligations relating to a
bank Toan, all employment contracts, conditions, obligations and benefits, lcascs on premises or houses
for office branches or headquarters, and all others related to mucro-lending operations of the NGQ. The
transfer and assignment of all these were effected through an agreement to transfer assets and liahilities,
and the subordinated loan agreement between the NGO and the MFI, both dated 27 Apnil 2001.

On 27 April 2001, the Ministry of Commerce issued a business license dated 3 April 2001 to HKL ta
operate as a public limited company with the aim to provide credit and savings services for the lower
segments of the market. On 19 QOctober 2001, under heense number 02 of the same date, NBC issued a
license to HKL to coanduet micro-finance operations for a three-year period expiring on 19 October 2004,

ITKT. operates in five branches located in the provinces of Pursat, Kampong Thom, Siem Reap and
Bantezy Meanchey, with primary source of revenue derived from interest income eamecd on providing
loans to clients. It also provides a voluntary savings accounts service to its clients, and business training
courses for its female borrowers,

Z. SUMMARY OF SIGNIFICANT ACCOUNTING 'OLICIES

The significant accounting policies adopted in the preparation of these financial statements are set out
below:

Doesis i wr Crrar widvwee

The financial staternents of the MFL which are expressed in United States Dollar (US$), are prepared
under the historical cost convention end drawn up in accordance with International Accounting Standards
(LASs).

For the sole purpose of complying with Announcement No. B795-139-AN dated 5 December 1995 of
NBC, each account of financial statements has to be converted into Khmer Riel (Riel) at the official rate
of exchange as at reporting date. The translation method s not in accordance with IASs.  As at 31
December 2002, such conversion was made at the rate of USS 1 to Riel 3,930 (2001: USS 1 to Riel
1,895).

Fe
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HATTHA KAKSEKAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2002

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of aggregation (Continued)

The fnancial staterments include the financial statements of the Head Office and five branches in the
provinces of Pursat, Kampong Thom, Siem Reap and Banteay Meanchey. On aggrepation of baiances,
all significant inter-branch balances and transactions are eliminated m full.

Loans
Loans are stated net of provisien for doubtful loans.

The adequacy of the provision for doubtful loans is evaluated monthly by management, Factors
considered in evaiuating the adequacy of the provision include the size of the loan portfolio, previous
loss expenence, current economic conditions and their cffect on clicnts, the financial condition of
individual ¢licnts, and the performance of individual loang in relation to contract terms. The provision
for doubtful loans charged to expense is based on management’s judgment of the amount necessary o
maintain the provision balance al a level adequate 10 absorb losses.

Management provides monthly provision for loan losses in order that the provision is maiatained at
adequate level., The amount of provision established by the MTIT as at bzlance sheet date is in full
compliance with the requirement of NEC Prakas No B-7-02-186 on classification of and provisioning for
bad and doubtful debts, including interest in suspense. The provision established as at balance sheet date
in exeess of the requirement of this Prakas is considered as a general provision which as at 31 December
2002 amounted to US$ 14,357 (Riel 56,423 thousand).

The provision for doubtful loans is determined by applying defined percentages to the oulstanding
halances in varions aging categories, Defined percentages applied are as follows:

Percentage (%)

Loan status/classification Applied
Sub standard loans (where repayments are

more than 30 days overdue) 10
Doubtful [cans (where repayments are

more than 60 days overdue) 30
Loss (where repayments are

more than 90 days overdue) 100

Loan losses (write-offs) are charged against the provision for doubtful loans when management believes
that the principal amounts are unlikely to be collected,

The MFT accrues interest on its loans as it is eamned. If a loan 1s restructured and the clicnt has a valid
reason for agking not 1o be charged with interest, the MFT reverses from income any unpaid interest that
may have accrued. If a loan is written-off, any related unpaid accrued interest recognised is reversed
against income. [f a loan becomes doubtfil, a penalty is charged to the borrower on a monthly basis
bascd en the outstanding loan balance. Such a penalty 15 recopnised in the accounts on a cash basis. No
penalty is charged in cases of natural calamitics, accident on the part of the borrower and other justifiable
Causes.

10

F?
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HATTHA KAKSEKAR LIMITED

NOTES 10 THE FENANCIAT STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2002

1 SUAMARY OF SIGNIFICANT ACCOUNTING POLICTES (Coutinued)
Futerest income and cxpense recopnition

Interest samed on 1oans (s recognised o an aceruals bass, Fee :nzome is recoymised i the statement of
incone wia the Tansaction ocouss,

Interest expense on deposus from members is recogmscd on an zceruals hasis calculawcd based on
Quistanding deposit halances as st month-end. Fee expense 15 recogmsed in the statement of income
when the transacnion ocours.

Fived assety

Foxed ussets are stated at cost jess aceumnelated depreciation. Drepreciation is charged at rres vakoutated
10 wTite off the [iaed asscts of a staight-line basis ever their estimated useful lives, x the following

anzudl rates:

Percentuge (%)

Commumicetion aind ranspartation equipment 1667
Furnitwe and fixtures 103
Olfice zquipmenl 23

Experduure for maintenance and repaws that do not extend the useful fves of assery are charged (o the
stalenient of income  Gains or losses on sale of fixed assets we recopmsed upon dispasal of such assets.

Donared fircd assets are imcluded in the balancs sheel at their far values. Fair value is determined based
on the depreciated replacement cost and actual cost has been taken as an approxmat.an ol replacement
cost. Dongted fixed assers are depreciated bused on their estimated remam:ny usctul lives,

Granis and subsidy

Reveaue grants received to suhsidise the MFI's operating expenscs are relegserd fo the watement ul
\ozome over the periads in which they are expecitd 0 ke teceived as sipulated n TERpECTive grant
agreements, The portion of the grants 0 be collected and camed subseguent Lo balance sheet date are
showr s Granmir recervable and Deferred grand income, sespechvely.

Subsidies receives to be used exclusively by the MEI far funding s Wan dishursemreus and which are
not repayable 1o the donor are reatud as part of stockhwlders” eguity sz the balance sheet

Farvigr currency transiation

The finaneinl stmlements are cxpressed i LSS, Assets and bablitics denuminated w forcign surmency
arc convertad jnto USS a1 (be rates of exchange ruling at the balanze sheet date. Transactions m foreign
currency are zonverted into USS at the respeotive rates of exchange prevailing on the transaction dates
Any resulling gaios or losses are taken fo statement of ncume

HATTHA KAKSEKAR LIMITFI

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 ODE{EMBER 2002

1. SUMMARY OF SIGNLFICANT ACCOUNTING POLICIES {Continued)

Deferred wvation

Deferred taxaiion is caleulatrd using e liahitity methed on swgratican: unung differences arising from
the difference i accountmg an:l taxation treatment of sertain income and expense tems. A deferred Lax
benefit is, however, oot recognized in the financial statements except where there 35 2 casonable
expactaton of realization.

Cash and cash eyuivalents
For pumoses of the cash Tlow stalement, cosh and zash equivalents comprisz balunes witlh less than 59

davs' maturiy from tae date of acquisition including. cash vn 1and, savings sccount wifa WAC and
alanees with banks

3 CASH ON HAND
31 Decemher 2002 31 December 2001
Uss Riel '000 Uss Riel "000
(At year-cnd (A yeur-end
exchange rate) cAchanpe rate}
Stung {Eampang Thom) 27,725 108,959 11,57¢ 45,100
Steoung Ser. (Kampong Thom) 22,749 89,403 - .
Banteey Mearchey 22,483 85,366 3.012 1R
Sampov Meas 20,791 81,709 14,396 36,071
Siem Reap 8160 32065 10,968 42,320
Head Office L6 20,106 10,381 4,434
Phuwn Kravaanh - _ 11,274 2392
107076 420,612 6..010 239971
4. DEPOSITS WITH THE NATIONAL BANK OF (:aMBODIA
31 December 2002 31 December 2001
Uss Ricl *000 LI5§ Tuel 000
(Al yoar-ead { AT year-end
axcharges rale ) exchange rate)
{apital guarantes deposit 3 800 15,327 3,900 15,190
Reserve requrement for
savings deposits 84T 1323 R4T 3,299
Sawings accoun’ ] 175 682
44922 19,345 4.922 19871
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NOTES TO THE FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2002
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4. DEPOSITS WITH THE NATIONAL BANK OF CAMBODIA (Continued)

Following NBC’s Prakas No. B700-006 on the “Licensing of Micro-finance Institution™, each licensed
MFT ghall maintain an amount, equal to 5% of its registered capiial in 2 non-interest earning permanent

account with the NBC,

5. BALANCES WITH BANKS

31 December 2002

31 December 2001

Uss Riel *000 USsS Ricl *000
(At year-cnd (At year-end
cxchange rate ) cxchange rate)
Savings accounts
Canadia Bank 62,898 247 189 6,531 25,438
Cambodian Public Bank
Limited (CPBL} 6,367 25,022 33,158 128,150
Rural Development
Bank (RDB) 135 531 100 390
Acleda Bank 133 531 30 195
Current account
CEEL 1,055 4.146 1,000 3,895
70,550 277419 40,839 159,068

Savings accounts eamned interest at rates ranging from 1% to 3% whereas the current account docs not

earn intercst,

6. - CASH AND CASH EQUIVALENTS

Cash and cash cyuivalents reported in the statement of cash flows contprise the following:

31 December 2002

31 December 2001

US$ Riel *000 Us$ Riel Y000

(At year-cnd (At year-end

exchange rate) exchange rate)

Cash on hand 107,026 420,612 61,610 230,971
Savings account with

the NBC 175 088 175 682

Balanoes with banks 70,590 277,419 40839 159,068

177,791 608,719 102,624 369,721

13
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HATTHA KAKSEKAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2002

7. LOANS RECEIVABLE, NET
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All loans were provided to Cambodian rural residents. The details of loans receivable by location are asg
follows:
31 December 2002 31 December 2001

0SS Riel *000 US$ Riel *000
(At year-end (Al year-end
exchange rale) exchange rate )
Siem Reap 368,457 1,448,193 469,802 1,829,879
Sampov Meas, Pursat 346,622 1,362,224 469,407 1,828 340
Banteay Meanchey 254,589 1,000,535 13,588 52,925
Steoung Sen, Kampong Thom 217,379 §54,300 - -
Stung, Kampong Thom 176,278 692,773 465,175 1,811,857
Phnum Kravahn, Pursat - - 136,278 530,803
1,363,365 5,358,025 1,554,250 6,053,804
Provision for doubtful loans (176,558)  (693,873) (154,414) {601,443)
ILoans receivable, net 1,186,507 4,664,152 1,399 836 5452361

Further details of gross loans receivable are as follows:

31 December 2002

31 December 2001

S5 Ricl *000 Us$ Riel *000
(At year-end (At year-end
exchange rale) exchange raie )
Small business loans 1,321,152 5,192,128 1,433,293 5,582,676
Agricultural loans 42,213 165,857 120,957 471,128
1,363,365 5,358,025 1,554,250 6,053,804
Monthly
Interest Loan Term
Rate in Months
Small business loans 3495 1.10
Agricultural loans 4% 1-12
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HATTHA KAKSEKAR LIMITED

NOTES TQO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2002

7. LOANS RECEIVABLE, NET (Continued)
The details of gross loans reccivable by currency are as follows:

31 December 2002

Apr. 21 =203 11:25AM P4

31 December 2001

TUSS Riel *000 Uss Riel *000

(At year-end (At year-end

exchange rate) exchange rule)

I USS 1,280,146 5,030,974 1,547,323 6.026.823
In That Baht 83,215 327,051 6927 26,981
1,363.365 5,358,023 1,554,250 6,053,604

Movements of provision for doubtful loans are as foilows.

31 December 2002 31 December 2001
ss Riel *000 uss Riol *000
(At year-end (At vear-end
exchange rote ) exchange rale)
Beginning balance 154,414 606,847 56,664 220,707
Provision for the period 173,217 680,743 97,750 380,736
Write-offs (151,073) (593,717) ; -
Ending balance 176,558 693,873 154,414 601,443

8. (:RANTS RECEIVABLE

The details of grants receivable are as follows:

31 December 2002

31 December 200]

USs$ Riel *000 Uss Riel *000
(At year-end (At year-cnd
exchange rate) exchange rate)
Ministry of Economy and
Finance (MoEF) - Agence
Francaise d¢ Development
(AFD)
Technical assistance 145,414 571,477 329,407 893,540
Fixed assets fund - - 17,427 67.878
Deutsche  Gesellscheft  fur
Technische
Zusammenatbeit (GTZ) - - 413 3175
Total 145,414 571,477 247,649 964,593
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HATTHA KAKSEKAR I.IMITED

NOTES TO THE FINANCIAU STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2002

8. GRANTS RECEIVABLE (Continued)

AFD’s grant for technical assistance covers remuneration for a technical advisor for a period of three
years to look after the MFI’s whole operations and strategies. The grant should zlso cover remuneration
for an accounting advisor for a period of eighteen months to strengthen the MFI's finance unit and
oversee its accounting computenisation, including management information systems and human resource
devclopment. HEKL must submit quartetly reports showing the degree of its accomplishment to date n
terms of the indicators specified by AFD and one final report at the end of the third year. All requests for
payments must be supported by a copy of bills or invoices, to bc sent to the project coordinator of the
Ministry of Economy and Finance who will then pass the requests to ATD for payment processing,

In 2001, the GTZ grant was used exclusively for costs incurred by the ME] for the introduction of public
gaving services m the province of Kompong Thom. Following the prant agreement, the costs were
reintbursed after the expenses, as budgeted for in the grant agreement, had been carried out. The
remzining amount of USS 8§15 was reimbursed by GTZ in 2002,

9. FIXED ASSETS
Traospertation Office  Communication  Furnitore &
equipment equipment equipment fixture Tatal
US§ US3 USS LSS Uss

At valuation
At 1 Janvary 2002 74,794 33,211 13,540 13,946 135,491
Additions 29,663 16,650 1,002 1,719 49,036
Disposals (18,828) - (746) - (19,574)
At 31 December 2002 85,631 49,861 13,706 15,665 164,953
Accnmulated depreciation
At 1 January 2002 29,639 12,553 6,185 4,681 53 058
Charge for the year 12,989 9,863 2,266 1,836 26,954
Disposals {14,335) - {54) - (14,389)
At 31 December 2002 28,293 22416 8,397 6,517 65,623
Net book value at
31 December 2002 57,338 27,445 5,399 9,148 99,330
31 December 2001 45,155 20,058 7,355 9.265 82,433
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HATTHA KAKSEKAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2002

10. BANK LLOANS

31 December 2002 31 December 2001
Uss Ricl 000 USS Riel *000
(At year-end (Al year-end
exchange rate ) exchange rale)
RDB {ADB-fimded) 196,000 746,700 . -
Alterfine 100,000 393,000 - -
RDB - - 540,000 2,103,300
Loan from [FAD - - 10,000 38,950
290,000 1,135,700 330,000 2,142 250

On 23 January 2002, HKL entered into & loarn agreement with Rural Development Bank for an aggregate
amount of US$ 1,000,000 and a loan termm of three years. The loan bears annual interest at 6-menth
LIBOR rate plus 4% and is secured by all assets of the MFL The principal and interest repayments are
due after one year from the respective dates the loan proceeds are received, Mimmum loan proceeds
should be US§ 30,000, The Bank will charge an annual 1% commission fee on the proceeds received.

The cutstanding RDB loan as at 31 Decernber 2001 was fully paid in 2002 with annoual interest al 12%.
Principal and interest repayments are dug after two years from the respective dates the loan proceeds
were teceived by the MFL A 0.5% cormmonission fee of the proceeds received is charged to and paid by
the MFI,

On 31 May 2002, HKT entered into a loan agreement with Alterfine for the amount of US$ 100,000 and
term of three years. The loan bears interest at 7.45% a year calculated based on the outstanding balance
of the loan. The principat and interest repayments will be in five equal installrnents startimg at the end of
the second semester and every six months afler, with a gruce pericd of two semesters. The Bank charged
an administration fee of TI8$ 800. The loan amount can be increased up to US$ 250,000.

11. SUBORDINATED LOANS

31 Pecember 2002 31 December 2001
USss Riel *000 5% Riel 000
{At vear-end (At year-end
exchange rate) exchange rate )
Hattha Kaksekar, NGO 543,260 2135012 544,881 2,122.312
MoEF - AFD 3135376 1,232,353 313,576 1.221.379
856,830 3,367 365 858,457 3,343 691
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HATTHA KAKSEKAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2002

11.  SUBORDINATED LOANS (Continued)

HE NGO has loared funds to HEL following the transfer and assignment of all micro-finance related
assets, liabilities and operations of the NGO to the MIT as discussed in note 1. Among the terms and
conditions the subordinated loan agreement dated 27 April 2001 between the NGO and HKL are the
following:

1) The subordinated loan will not be repayable to HK NGO unless HKL ceases to provide credit to
the rural population of Cambodia or unless it decides to repay all or part of the loan;

ii) The loan is a non-distributable fund: and

it) Being a public grant, it will be considered as “Tier 1l Capital” in the context of Article 15 of
Prakas No. B700-006 issued by NBC, and shall be included in computng HKL's capital
adequacy ratio.

HKL shall pay to HK NGO sn annual management fee of 1% of the subordinated loans on a pro-rata
basis. Furthermore, the agreement provides that if the NGO divests its investment in HKL should a new
shareholder purchase a part or all the shares of HKL, the proceeds will be added to the subordinated loan
and transferred fo HKL.

HEL also accepts the Hability for repaying the total value of the loan to the MoEF of the Royal
Government of Cambodia (RGOC) under the terms and conditions of the subordinaled loan agreement
dated 27 December 2000, most notably, that the loan will not be repayable to the RGOC unless the MIT
ceascs to provide credit to the rural population of Cambodia or unless it decides to repay all or part of the
loan.

12, DEPOSITS OF MEMBERS

The details of deposits of members are as follows:

31 December 2002 31 December 2001
USE Riel 7000 Uss Riel *000
{Alyearend (At year-end
exchange ratc) exchange rate)
By lncation
Sempov Meas, Pursat 28,773 113,078 25,870 100,764
Siem Reap 16,270 63,041 15,246 59,383
Stung, Kampong Thom 14,550 57,182 33,253 129,520
Stecung Sen, Kampong Thom 11,467 45,063 - -
Banicay Meanchey 6.574 25,836 57 222
Phnum Kravaanh, Pursat - - 5173 31,834

77,634 305,102 82,599 321,723
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HATTHA KAKSEKAR LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2002

12. DEPOSITS OF MEMBERS (Continued)

31 December 2002 31 December 2001
US$ Riel *000 Us$ Riel 000
(At year-end (AT year-end
cxchange rate) exchange ratc )
By currency
Compulsory savings
InUSS 65,102 255,851 70,080 272,962
In Thai Baht 4433 17,422 - -
Voluntary savings
InUSE 5,957 23,411 6,138 23,907
In Riel 3 2,142 3,418 6,381 24,854
77,634 305,102 82,599 321,723

Voluntary deposits bear interest at the following rates:

Interest rate per anrum Interest vate per annum
Us3 % Riel 7o
1.006 - 3.00 0 4,000 - 20,000 0
6.00 - 30.00 ] 20,100 — 100,000 3
31.00-150.00 3 100,100 -- 600,000 5
More than 150,00 4 More than 600,000 7

Compulsory deposits where the individual deposits are more than $10 bear annual interest at 6%,

13, DEFERRED GRANT INCOME

This account represents the portion of the grants receivable transferred to the MF! which are 1o be
recognised as grant income subsequent to balance sheet date, following the MFI's fulfillment of certain
texms and conditions in the respective grant agrecments. The details are as follows:

31 December 2002 31 December 2001
Us$ Riel 004 USS Riel 7000
(At year-end {At year-end
exchange rate ) exchange rate)
ATD (see nate §) 176,053 £91 RRR 236,124 919,742
Fixed asset grant from SCF 6,000 23,580 - -
182,053 715,468 736,134 919,742
— Amortisation for the vear (1,039) {4,083) . -
181,014 711,385 236,134 919,742
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