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Message from the Chief Executive Officer

Canadia Bank has certainly come a long waﬁ since 1991. B r%?ecring and meeting the needs of our
customers and the broader community, we have been privileged to attain and hold over many years
the position of the leading bank in Cambodia.

Over many years, and through a few rough patches, we have been able to maintain the confidence of
our customers, to meet the requirements of regulators, and to build strong mutually beneficial
relationships with international institutions and other stakeholders.

Evidencing of our real progress
Results of our bank in 2005 provide clear evidence of the progress we have made.

2005 was another excellent year for Canadia Bank PLC. Our net profit after tax achieved another
record, increasing 59.34% over 2004, to US$ 6,031,196.

Shareholders Benefits

These results and our confidence in our future have allowed the Board to declare a final dividend of
6% for each ordinary share.

Soundly Positioned

Undoubtedly, our results have benefited from continued fositive economic conditions in the context
of Cambodia's spectacular 13 % economic growth in 2005.

Our Stakeholders

Active support from stakeholders has contributed to our development. The World Bank Group
affiliated International Finance Corporation ( IFC ) made long term funds available to support our
bank's Housing Loans Program. During 2005 this program achieved very satisfactory result in
building up a portfolio of stable mortgage loans, whﬁe contributing to the development of home
ownership in our community.

International Finance Corporation ( IFC ) also provided technical assistance to set up and improve
our corporate governance, with highly satisfactory results.

With the support of the German “World Bank,” KfW, our bank has successfully realized the near-term
objectives of a KfW-funded SME lending program. On this basis, KfW agreed to commence Phase
Two of the project during 2006.

The objectives of Canadia Bank's stakeholders have been not only business development, but also
maklg a significant, positive contribution to economic and social development in our country. They
have chosen to work with Canadia Bank because we share their objectives.

Corporate Social Responsibility
Canadia Bank is a major sponsor of the Cambodian Red Cross and other community organizations.
Financial Industry
Canadia Bank currently holding the following positions :
1. Vice Chairman for the Association Bank of Cambodia (ABC ).

2. Co-Chairman Private Sector Working Group for Banking and Finance ( PSWG ).
3. Internal Auditor Committee for Cambodia Institute of Banking ( CIB ).



Political Environment

The political environment in 2005 was one of relative stability and overall progress. We expect this
sirualllzir:in to prevail as well in 2006, to a benefit of the banking industry and to the country and people
as whole.

Property Market Condition

During 2005, under conditions of strong domestic demand, property development was a major
source of growth for the economy asa whole. Based on strong fundamentals, we expect his favorable
and largely healthy situation to continue during 2006.

Our Strategic Plan
Our 2006's strategic priorities:

e To penetrate new markets and deepen our presence in existing markets within the
principal cities. We will continue to expand our retail and consumer finance branch
operations, and will launch a significant new strategic initiative: Private Banking.

e To further develop common systems and standards across Canadia Bank so clients can
transact business with us more easily, no matter at which branch or ATM they are
conducting business.

e 'Tocontinue to attract and develop the best local talent, emphasizing long term careers and
development of our employees. We will continue to be the best c%noice for Cambodians
seeking a long term, reward};ng career in banking.

o To continue to raise the efficiency of our capital and to deploy it in higher-return and
higher-growth uses. .

We believe that we must not just meet our clients' expectations. We must exceed them. To ensure
that we reach this goal, we continue efforts to improve customer service, particularly in respect to
waiting times and quick, flexible responses to customer requests.

Canadia Bank’s plan for growth includes acquiring new customers, retaining existing customers,
increasing our market share and pursuing the extensive growth opportunities that certainly exist
within the Cambodian market place. Our aim is to firmly retain our position as the Number One
Local Bank in Cambodia.

Canadia Bank is establishing Private Banking, whose specialist bankers will Erovide clients with
ir}g;grated wealth management services. 'We have built new floor for Private Banking in our head
office.

Confidence Prospects

While we expect a more competitive banking marketplace in 2006, we are highly confident of our
ability to compete successfully. We are anticipating continuing earnings growth deriving from our
many business development and productivity initiatives that are already underway.

We fully expect that Canadia Bank will to continue to deliver strong outcomes for all its stakeholders
into the coming year.

This confidence is built on the strength and diversity of the great people that make up the Canadia
Bank. It is an honor to serve with them and to share their dedication and advocacy on behalf of our
customers. I again thank them sincerely for their tireless efforts throughout the year.

Pung Kheav Se
Chairman and Chief Executive Qfficer

June 21, 2006
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DIRECTORS’ REPORT

The directors hereby submit their report and the audited financial statements of Canadia Bank
Plc (“the Bank™) for the year ended 31 December 2005.

PRINCIPAL ACTIVITIES

The principal activities of the Bank comprise the operation of core banking business and the
provision of related financial services.

There have been no significant changes in the nature of these principal activities during the
year under review.

RESULTS

The results of operations for the year ended 31 December 2005 are set out in the statement of
income and retained earnings on page 9.

DIVIDENDS

There were no dividends declared or paid during the year under review,

SHARE CAPITAL

During the year under review, the Bank has increased it paid up capital from USD 23 million
to 26 million by issuing 3,000 ordinary shares of USD 1,000 at par value by cash payment.
This capital increase was authorised in principle by the National Bank of Cambodia Banking
Supervision Department on 16 December 2005 for a USD 2 million increase and on 23
December 2005 for a USD 1 million increase.

RESERVES AND PROVISIONS

There were no material movements to or from reserves and provisions during the financial
year other than those disclosed in the financial statements.

BAD AND DOUBTFUL LOANS

Before the financial statements of the Bank were drawn up, the directors took reasonable steps
to ascertain that action had been taken in relation to the writing off of bad loans and the
making of provisions for doubtful loans, and satisfied themselves that all known bad loans
had been written off and that adequate provisions have been made for bad and doubtful loans.

At the date of this report, the directors are not aware of any circumstances which would
render the amount written off for bad loans or the amount of the provision for bad and
doubtful loans in the financial statements of the Bank inadequate to any material extent.
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CURRENT ASSETS

Before the financial statements of the Bank were drawn up, the directors took reasonable steps
to ensure that any current assets, other than loans, which were unlikely to be realised in the
ordinary course of business at their value as shown in the accounting records of the Bank,
have been written down to an amount which they might be expected to realise.

At the date of this report, the directors are not aware of any circumstances which would
render the values attributed to the current assets in the financial statements of the Bank
misleading in any material respect.

VALUATION METHODS

At the date of this report, the directors are not aware of any circumstances that have arisen
which would render adherence to the existing method of valuation of assets and liabilities in
the financial statements of the Bank misleading or inappropriate in any material respect.

CONTINGENT AND OTHER LIABILITIES
At the date of this report, there does not exist:

(a) any charge on the assets of the Bank which has arisen since the end of the financial year
which secures the liabilities of any other person, or

(b) any contingent liability in respect of the Bank that has arisen since the end of the financial
year other than in the ordinary course of banking business.

No contingent or other liability of the Bank 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 directors, will or may have a material effect on the ability of the Bank to
meet its obligations as and when they fall due.

CHANGE OF CIRCUMSTANCES

At the date of this report, the directors are not aware of any circumstances, not otherwise dealt
with in this report or the financial statements of the Bank, which would render any amount
stated in the financial statements misleading in any material respect.

ITEMS OF AN UNUSUAL NATURE

The results of the operations of the Bank for the financial year were not, in the opinion of the
directors, materially affected by any items, transaction or event of a material and unusual
nature.

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 directors, to substantially affect the results of the operations of the Bank for the year in
which this report is made.
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DIRECTORS

The directors who served at the date of the last report are:
Mr Pung Kheav Se @ Pung Sovann

Mrs Lim Sophany

Mr Phuong Khinh Hoa

Mr Au Siek Kheang

Mr Pung Way

Dr Sam Ghanty (appointed on 1 March 2006)

Mr Jimmy Leow Min Fong (appointed on 1 March 2006).

The Bank has on 1 March 2006 appointed two independent non-executive directors, namely Dr
Sam Ghanty and Mr Jimmy Leow Min Fong. These appointments are pending approval from NBC.

DIRECTORS’ INTERESTS

Directors who dealt in Canadia Bank Plc shares through OCIC are: Messrs Pung Kheav Se,
Phuong Khinh Hoa and Pung Way and Mrs Lim Sophany.

DIRECTORS’ BENEFITS

During and at the end of the financial year, no arrangements subsisted to which the Bank is a
party with the object of enabling directors of the Bank to acquire benefits by means of the
acquisition of shares in or debentures of the Bank or any other body corporate.

Since the end of the previous financial year to the date of this report, no director of the Bank
has received or become entitled to receive any benefit by reason of a contract made by the
Bank with the directors or with a firm of which the director is a member, or with a company
in which the director has a substantial financial interest other than those disclosed in the
financial statements.

INVESTMENTS
¢ Investment in Capital Investment Holdings subsidiaries

During the year under review, the Bank has converted the loans given to subsidiaries of Capital
Investment Holding (L/CIHL) into the Bank[|s etjninvestment as per conditional approval from
NBC on 22 November 2004. However, subsequent to the year-end, as per a letter from the
National Bank of Cambodia dated 2 February 2006, the Bank has been instructed to reverse all
investments in CIH subsidiaries back to loan assets for further consideration and study.

¢ Investment in Foreign Trade Bank of Cambodia

On 28 October 2005, the Bank entered into a saleand purchase agreement with the Privatisation
Committee (acting on behalf of the Royal Government of Cambodia), to acquire 46% of the share
capital of Foreign Trade Bank of Cambodia (CFTBLI) for a consideration of USD 10,580,000.

3
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RESPONSIBILITIES OF THE DIRECTORS IN RESPECT OF THE FINANCIAL
STATEMENTS

The Board of Directors is responsible to ensure that the financial statements are properly
drawn up so as to give a true and fair view of the state of affairs of the Bank and of its results
of operations and cash flows for the year then ended. In preparing those financial statements,
the Board of Directors is required to:

i)

if)

111)

v)

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

comply with the disclosures requirements and guidelines issued by the National Bank
of Cambodia and the Ministry of Economy and Finance of the Kingdom of Cambodia,
or if there have been any departures in the interests of true and fair presentation, these
have been appropriately disclosed, explained and quantified in the financial
statements;

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

prepare the financial statements on a going concern basis unless it is inappropriate to
assume that the Bank will continue operations in the foreseeable future; and

effectively control and direct the Bank in all material decisions affecting the
operations and performance and ascertain that such have been properly reflected in the
financial statements.

The Board of Directors confirms that the Bank has complied with the above requirements in
preparing the financial statements.

Signed in accordance with a resolution of the Board of Directors.

== —

-
Mr Pung Kheav Se @ Pung Sovann Mr Phuong Khinh Hoa
Executive Director Executive Director
Date: 25 March 2006 Date: 25 March 2006
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STATEMENT BY DIRECTORS

We, the undersigned, being two of the directors of Canadia Bank Plc, do hereby state that in
our opinion:

i) the results of the operations of the Bank for the year ended 31 December 2005 have
not been materially affected by any item, transaction and event of any material and
unusual nature nor has any such item, transaction and event occurred in the interval
between the end of the year and the date of this report other than as disclosed in the
financial statements, and

i) the accompanying financial statements of the Bank have been drawn up so as to give a
true and fair view of the state of affairs of the Bank as at 31 December 2005 and of the
results of its operations and cash flows for the year ended on that date, in compliance
with the National Bank of Cambodia’s guidelines and the accounting policies set out
in the notes to the financial statements.

oI

~— -
Mr Pung Kheav Se @ Pung Sovann Mr Phuong Khinh Hoa
Executive Director Executive Director
Date: 25 March 2006 Date: 25 March 2006
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CERTIFIED PUBLIC ACCOUNTANTS, CAMBODIA

REPORT OF INDEPENDENT AUDITORS
TO THE SHAREHOLDER OF CANADIA BANK Plc

We have audited the accompanying financial statements of Canadia Bank Plc (“the Bank™), which
have been prepared in accordance with the accounting policies set out in the notes to the financial
statements. These financial statements are the responsibility of the management of the Bank. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the Cambodian Standards on Auditing and the
requirements of the National Bank of Cambodia (“NBC”). Those principles require that we
plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by the
management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

Opinion

In our opinion, the accompanying financial statements give a true and fair view of the
financial position of the Bank as at 31 December 2005, and of the results of its operations and
cash flows for the year then ended, in accordance with the NBC’s guidelines and the
accounting policies set out in the notes to the financial statements.

Emphasis of matters
Further matters to be emphasised are as follows:

- As stated in note 8(f) to the financial statements, the Bank has three large exposure loans
totalling USD 57,180,362; each of which is over the maximum percentages allowable by the
NBC (10% for related party loan and 20% for non related party of the Bank’s net worth).
USD 38,705,898 of the amount is the total of loans granted at a favourable rate to Capital
Investment Holding Co., Ltd (“CIH”) and its affiliated companies. NBC has granted
exemption from the 10% rule for loans granted to CIH and the total amount of which is not
being deducted from the Bank’s net worth calculation. These CIH affiliated companies have
been taken over by the Bank during the financial year; however, as per a letter from NBC
dated 2 February 2006, the Bank has been instructed to reverse all investments in these
companies back to loan assets for further consideration and study. The other two large
exposures are related to two high risk groups of businesses in the (i) construction and power
industries and (ii) land dealers. These significant concentrations of credit risk have to be
given special attention.

- The Bank total fixed assets to its total net worth is 33.33% which is more than the
maximum allowable of 30% set by the NBC’s Prakas No. B7-01-137 dated 15 October

2001. S1u
(Continued)
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REPORT OF INDEPENDENT AUDITORS
TO THE SHAREHOLDER OF CANADIA BANK Plc (continued)

Emphasis of matters (continued)
Further matters to be emphasised are as follows (continued):

- The Bank continues to hold foreclosed properties with recorded value of USD 1,223,000
over the maximum period allowed by the NBC’s Prakas No. B7-01-186. However, the
Bank has obtained written approval to continue holding the property from the NBC until
31 March 2006 and 31 December 2006.

- Note 17 to the financial statements: the Bank has obtained tax clearance up to the fiscal
year 2001. The remaining tax years have not yet been audited by the Tax Department and
accordingly its tax for these years are not considered final. The outcome of a tax audit cannot
at present be determined.

The accompanying financial statements are prepared for jurisdiction of Cambodia and the
guidelines issued by the National Bank of Cambodia. It is not intended to present the financial
position and results of operations and cash flows in accordance with accounting principles and
practices generally accepted in other countries and jurisdictions other than Cambodia.

1" B g e
Saksom Meas | # {Mcrist
Managing partne\r-.\ F
\“"h"“’--‘"é'—':‘:'u S
Morison Kak & Associes-——
Certified Public Accountants
Registered Auditors

Date: 25 March 2006
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CANADIA BANK Plc, 31 DECEMBER 2005

BALANCE SHEET AS AT 31 DECEMBER 2005

ASSETS

Cash in hand

Balances with central bank
Statutory deposits with central bank
Balances with banks and OFIs
Loans and advances to customers
Investment securities

Other assets

Investment assets

Investment in FTB

Property and equipment
Properties foreclosed
MasterCard-franchise/license

TOTAL ASSETS

LIABILITIES AND CAPITAL
LIABILITIES

Deposits and balances of banks
Deposits from non-bank customers
Provision for income tax

Other liabilities

Other borrowings

TOTAL LIABILITIES
CAPITAL

Share capital
Subordinated debt
Retained eamnings

TOTAL CAPITAL

TOTAL LIABILITIES AND CAPITAL

Commitments and contingencies

Note

W ooo 1 ov U s

—
(=}

12

13
14

15

17
18
19

20
21

322

2005 2004

USD KHR’000 USD
25,349,958 104,239,027 20,783,660
13,708,322 56,368,620 27,924,033
18,601,216 76,488,200 16,401,242
51,620,571 212,263,788 37,649,667
158,246,151 650,708,172 129,503,067
2,214,014 9,104,026 2,186,924
2,420,442 9,952,858 4,065,975

- - 159,004

10,580,000 43,504,960 -
8,216,673 33,786,960 7,232,978
2,807,204 11,543,223 2,812,428
12,525 51,502 37,575
293,777,076  1,208,011336 248,756,553
2,833,654 11,651,984 5,476,040
236,768,485 973,592,010 208,947,016
1,258,013 5,172,949 779,897
3,759,921 15,460,797 3,145,855
5,492,001 22,583,108 2,853,939
250,112,074  1,028,460,848 221,202,747
26,000,000 106,912,000 23,000,000
7,080,000 29,112,960 -
10,585,002 43,525,528 4,553,806
43,665,002 179,550,488 27,553,806
293,777,076  1,208,011,336 248,756,553
21,696,416 89,215,663 23,226,755

Signed and authorised for release on behalf of the Board

—

Mr Pung Kheav Se @ Pung Sovann

Executive Director
Date: 25 March 2006

é;?;;

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

Mr Phuong Khinh Hoa
Executive Director

Date: 25 March 2006
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CANADIA BANK Plc, 31 DECEMBER 2005

STATEMENT OF INCOME AND RETAINED EARNINGS

FOR THE YEAR ENDED 31 DECEMBER 2005

2005 2004
Note USD KHR’000 USD
STATEMENT OF INCOME (Restated)
Interest income 22 19,200,198 78,951,213 13,854,028
Interest expense 23 (5,175,209) (21,280,460) (5,904,058)
Net interest income 14,024,989 57,670,753 7,949,970
Other operating income 24 4,279,665 17,597,982 3,816,798
Payroll and other staff cost (1,708,556) (7,025,582) (1,331,865)
Depreciation and amortisation expenses (614,474) (2,526,717) (642,925)
Foreign exchange translation gain/(loss) (705,572) (2,901,312) 430,332
Other operating expenses 25 (4,191,490) (17,235,405) (2,237,453)
Operating profit before
provision for impairment 11,084,562 45,579,719 7,984,857
Provision for loan impairment losses 26 (1,842,599) (7,576,767) (3,227,418)
Provision for losses in relation to four L/C 27 (1,702,969) (7,002,609) -
Profit before income tax 7,538,994 31,000,343 4,757,439
Income tax expense 28 (1,507,798) (6,200,065) (972,539)
Net income for the year 6,031,196 24,800,278 3,784,900
STATEMENT OF RETAINED EARNINGS
Unappropriated profits at beginning of year 4,553,806 18,725,250 3,468,906
Net income for the year 6,031,196 24,800,278 3,784,900
Dividends paid during the year - - (2,700,000)
Unappropriated profits at end of year 10,585,002 43,525,528 4,553,806
Signed and authorised for release on behalf of the Board
e
Eo=" A e
Mr Pung Kheav Se @ Pung Sovann Mr Phuong Khinh Hoa

Executive Director

Date: 25 March 2006

Executive Director

Date: 25 March 2006

The accompanying notes form an integral part of these financial statements.
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CANADIA BANK Plc, 31 DECEMBER 2005

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2005

Share Subordinated Retained Total
capital debt profits
USD USD USD UsD

Balance as at 01 January 2004 18,000,000 - 3,468,906 21,468,906
Dividends paid - - (2,700,000) (2,700,000)
Net profit for the year 2004 - - 3,784,900 3,784,900
Proceeds from issue of shares 5,000,000 - - 5,000,000
Balance as at 31 December 2004 23,000,000 - 4,553,806 27,553,806
Balance as at 01 January 2005 23,000,000 - 4,553,806 27,553,806
Net profit for the year 2005 - - 6,031,196 031,196
Proceeds from issue of shares 3,000,000 - - 3,000,000
Subordinated debt - 7,080,000 - 7,080,000
Balance as at 31 December 2005 26,000,000 7,080,000 10,585,002 43,665,002
Balance as at 31 December 2005 (KHR'000) 106,912,000 29,112,960 43,525,528 179,550,488

The accompanying notes form an integral part of these financial statements.
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7,538,994 31,000,343 4,757,439
1,842,599 7,576,767 3,227,418
1,702,969 7,002,609 -
614,474 2,526,717 642,925
(23,289) (95,764) (8,196)
12,475 51,297 -
11,688,222 48,061,969 8,619,586
(2,199,974)  (9,046,293) (3,799,984)
7,535,583 30,986,317 4,424,657
(30,585,683) (125,768,328) (36,215,115)
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12,789,116 52,588,846 19,903,542
(1,507,798)  (6,200,065) (972,539)
11,281,318 46,388,781 18,931,003
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CANADIA BANK Plc, 31 DECEMBER 2005

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2005

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before income tax
Adjustments for:

Provision for impairment losses

Provision for losses in relation with L/C

Depreciation and amortisation

Gain on disposals of property and equipment
Reclassification of property and equipment

Operating profit before changes in working capital

Increase/(decrease) in cash attributable to
changes in assets and liabilities:

Statutory deposits with NBC
Deposits and placements with banks
Loans and advances to customers
Investment securities

Other assets

Investment assets

Foreclosed properties

Deposits and balances of banks
Deposits from non-bank customers
Other liabilities

Cash generated from operations

Income tax expense

Net cash generated from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Investment in Foreign Trade Bank

Proceeds from sales of property and equipment

Purchases of property and equipment

Net cash used in investing activities

(Continued)

2005 2004
USD KHR’000 USD
(Restated)
7,538,994 31,000,343 4,757,439
1,842,599 7,576,767 3,227,418
1,702,969 7,002,609 -
614,474 2,526,717 642,925
(23,289) (95,764) (8,196)
12,475 51,297 -
11,688,222 48,061,969 8,619,586
(2,199,974) (9,046,293) (3,799,984)
7,535,583 30,986,317 4,424,657
(30,585,683)  (125,768,328)  (36,215,115)
(27,090) (111,394) 1,884,120
1,645,533 6,766,432 840,450
159,004 653,824 -
5,224 21,481 (1,882,735)
(2,642,386) (10,865,491) 2,358,076
27,821,469 114,401,881 46,508,910
(610,786) (2,511,552) (2,834,423)
12,789,116 52,588,846 19,903,542
(1,507,798) (6,200,065) (972,539)
11,281,318 46,388,781 18,931,003
(10,580,000) (43,504,960) -
310,800 1,278,010 9,280
(1,873,106) (7,702,212) (3,980,938)
(12,142,306) (49,929,162)  (3,971,658)



CANADIA BANK Plc, 31 DECEMBER 2005

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2005

(CONTINUED)
2005 2004
USD KHR’000 uUsSbD
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowed funds - KfW 950,562 3,908,711 1,272,639
Proceeds from borrowed funds - IFC 2,500,000 10,280,000 -
Repayments of borrowed funds - KfW - - (187,500)
Repayments of borrowed funds - RDB (812,500) (3,341,000) -
Dividends paid - - (2,700,000)
Subordinated debt 7,080,000 29,112,960 =
Proceeds from issue of shares 3,000,000 12,336,000 5,000,000
Net cash generated from financing activities 12,718,062 52,296,671 3,385,139
NET CHANGES IN CASH & CASH EQUIVALENTS 11,857,074 48,756,290 18,344,484
CASH AND CASH EQUIVALENTS:
AT BEGINNING OF YEAR 76,321,777 313,835,145 57,977,293
AT END OF YEAR 88,178,851 362,591,435 76,321,777
Represented by:
Cash in hand 25,349,958 104,239,027 20,783,660
Deposits and placements with central bank 13,708,322 56,368,620 27,924,033
Deposits and placements with banks and OFIs (*) 49,120,571 201,983,788 27,614,084
88,178,851 362,591,435 76,321,777

(*) Deposits with maturity of more than one month totalling to USD 2,500,000 is not included in the figure

(please see note 7).

The accompanying notes form an integral part of these financial statements.
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CANADIA BANK Plc, 31 DECEMBER 2005

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

1. Principal activities and operating environment
1.1 Principal activities

Canadia Bank Plc was incorporated in 1991 under the joint venture of the National Bank of
Cambodia (“NBC”) and overseas Cambodians. On 4 February 1998, the NBC disposed off all
its shares to private investors.

In 2001, Overseas Cambodian Investment Corporation (“OCIC”), a public limited company
incorporated in the Kingdom of Cambodia, acquired the entire shares of the Bank and
consequently became the holding company of Canadia Bank Plc.

The principal activities of the Bank comprise the operations of core banking business and the
provision of related financial services through its head office and various branches in Phnom
Penh and the provinces. There have been no significant changes in the nature of these
principal activities during the year under review.

1.2 Operating environment

The banking sector in the Kingdom of Cambodia is particularly sensitive to adverse economic
conditions. Furthermore, the need for developments in the Bankruptcy Law, the lack of
effective procedures for the registration and enforcement of collateral, and other legal
impediments contribute to the difficulties experienced by banks currently operating in the
Kingdom of Cambodia.

As such, the risk inherent in the Bank’s portfolio depends upon both the financial well being
and creditworthiness of the borrowers and their abilities to meet payments as they become
due. The ultimate recovery of all loans is susceptible to future factors beyond the Bank’s
control. These factors may result in losses or recoveries differing significantly from those
provided for in the financial statements.

2. Basis of preparation and aggregation
2.1 Basis of preparation

The financial statements of the Bank are prepared under the historical cost convention in
accordance with the guidelines issued by the NBC, accounting principles generally accepted
in the Kingdom of Cambodia and practices within the banking industry. Those principles
require that financial instruments be carried at cost less provision for impairment. This
practice differs from the International Financial Reporting Standards which require that loans
and receivables be carried at amortised cost using the effective interest method of any
difference between the initial amount and the maturity amount, and minus any reduction for
impairment or uncollectability.



CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

2. Basis of preparation and aggregation (continued)
2.1 Basis of preparation (continued)

The presentation of financial statements in conformity with accounting principles generally
accepted in the Kingdom of Cambodia requires the management to make the best estimates
and reasonable assumptions that affect the reported amount of assets and liabilities and
disclosures of contingent assets and liabilities as of the date of the financial statements and
their reported amounts of revenues and expenses during the reporting period. These estimates
and assumptions are based on the information available as of the date of the financial
statements. Actual results, therefore, could differ from those estimates.

The accompanying financial statements are prepared for jurisdiction of Cambodia and are not
intended to present the financial position and results of operations and cash flows in
accordance with generally accepted accounting principles and practice in other countries and
those who are not informed about Cambodia’s procedures and practices.

The national currency of Cambodia is the Khmer Riel (“KHR”). However, as the Bank transacts
essentially in US Dollar (“USD”) and maintains its books of accounts primarily in USD, the
management has determined the USD to be the Bank’s measurement and functional currency as
it reflects the economic substance of the underlying events and circumstances of the Bank.

In compliance with the requirements of the NBC, all assets, liabilities, profit and loss
statement items in foreign currencies at the end of the year are converted into thousand Khmer
Riel (KHR’000) using the official exchange rate announced by the NBC at the balance sheet
date, of 1 USD = KHR 4,112 (31 December 2004: KHR 4,027). Such conversions should not
be construed as representations that the KHR amounts have been, could be, or could in the
future be, converted into USD at this or any other rate of exchange.

2.2 Basis of aggregation

The financial statements include the financial statements of the head office in Phnom Penh
and all its branches operating within Cambodia. All significant inter-branch balances are
eliminated on aggregation of balances.

3.  Significant accounting policies
3.1 Transactions in foreign currencies

Assets and liabilities expressed in currencies other than USD are translated into USD at the
rate of exchange quoted by the NBC at the date of the balance sheet. Income and expenses
arising in foreign currencies are converted at the rate of exchange prevailing on the
transaction dates. Exchange differences arising from conversion are reported on a net basis in
the statement of income.

3.2 Cash and cash equivalents

Cash and cash equivalents comprise cash, bank balances and short-term funds which is
convertible in cash within one month.
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3. Significant accounting policies (continued)
3.3 Statutory deposits with central bank

Statutory deposits represent mandatory reserve deposits and cash maintained with the NBC in
compliance with the Law on Banking and Financial Institutions (“LBFI”) and are not
available to finance the Bank day-to-day operations and hence are not considered as part of
cash and cash equivalents for the purpose of the statement of cash flows.

3.4 Investment in subsidiaries or associates

Subsidiaries are entities over which the Bank holds either directly or indirectly more than 50%
of the voting rights or has significant influence and control of the business decisions taken.

Associates are those entities for which the Bank has significant influence, which is the power to
participate in the financial and operating policy decisions of the associates but is not control or
joint control over those policies. Significant influence generally exists when the Bank holds
between 20% and 50% of the voting power, including potential voting rights, if any.

3.5 Loans and advances to customers

Loans originated by the Bank by providing money directly to the borrowers at draw down are
categorised as loans and advances and are carried at cost, less provisions for impairment. Interest
in suspense represents interest accrued on loan receivables that are substandard, doubtful or bad.

3.6 Provision for loan impairment

Provision for loan impairment is based on the latest NBC guidelines and is made with regard
to specific risks on loans individually reviewed and classified as substandard, doubtful or loss
regardless of the assets (except cash) lodged as collateral.

NBC guidelines require the following loan classification and level of provisioning:

Classification Overdue Rate of provision
Substandard More than ninety days 10%
Doubtful More than six months 30%
Loss More than one year 100%

Exception on the above provision rate may be considered but this is conditional on the actual market
value of the collateral having been deemed acceptable by the NBC on a case-by-case basis.

3.7 Other credit related commitments

In the normal course of business, the Bank enters into other credit related commitments
including loan commitments, letters of credit, and guarantees. The accounting policy and
allowance methodology are similar to those for originated loans noted above. Specific
allowances are raised against other credit related commitments when losses are considered
probable.
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3. Significant accounting policies (continued)
3.8 Recognition of interest income

Interest earned on loans and advances to customers are recognised on the accrual basis, except
where loans become doubtful of collection, in which case no interest is recognised as income.

Where an account is classified as non-performing, recognition of interest income is suspended
until it is realised on a cash basis. Customer’s loan accounts are classified as non-performing
where repayments are in arrears for more than ninety days.

3.9 Recognition of interest expenses

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

3.10 Recognition of fees and other income

Loan arrangement fee and commissions are recognised in the statement of income when all
the conditions precedent are fulfilled.

Commitment fees and guarantee fees on a variety of services and facilities extended to
customers are recognised as income based on time apportionment.

Service charges and processing fees are recognised when received.

3.11 Property and equipment

Property and equipment are stated at cost less accumulated depreciation, except freehold land
which is not depreciated. Investment properties are not subject to depreciation and profit from
the sales of these properties is recognised in the statement of income.

Effective 1 January 2004, the Bank adopted the provisions of the new Article 13 of the Law
on Taxation which allows the following rates and methods of depreciation except MasterCard
franchise which is depreciated on a straight line basis according to its useful life.

Buildings - straight-line 5%
Renovations - straight-line 5%
Motor vehicles - declining 25%
Office equipment and furniture - declining 25%
Computers and IT equipment - declining 50%

3.12 Properties foreclosed

Foreclosed properties are related to properties taken over from customers, who are unable to
repay their loans. Under the guidelines of the NBC, properties foreclosed are to be disposed of
within twelve months.



CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

3. Significant accounting policies (continued)
3.13 Other provisions

Provisions are recognised when the Bank has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligations, and a reliable estimate of the amount of the
obligation can be made.

3.14 Income tax

Income tax is calculated on the basis of taxable profit, which is calculated by adjusting the
financial result for certain expense items (such as costs of representation, over/under
depreciation, etc.) in accordance with Cambodian regulations. Taxes other than on income are
recorded within operating expenses.

Provision is made, where material, for deferred taxation in respect of timing difference arising
from the recognition of items of income and expenditure in the financial statements on bases
different from that used for taxation purposes.

3.15 Leases
* Operating leases

Payments made under operating leases are charged against income in equal
instalments over the period of the lease.

¢ Finance leases

Finance leases are recognized as assets and liabilities in the balance sheet at amounts
equal at the inception of the lease to the fair value of the leased property.

3.16 Subordinated debts

Subordinated debts are financial liabilities of the Bank which consist of liabilities in the form
of subordinated loan capital. In accordance with NBC guidelines, subordinated debts are
included in Tier II in the calculation of the net worth. Subordinated debts, normally, are
interest-free with no fived terms of repayment.

3.17 Related parties

Parties are considered to be related if one party has the ability to control the other party or
esercise significant influence over the other party in making financial and operating decisions.

Under the LBFI, the definition of related parties includes parties who hold, directly or
indirectly, at least 10 percent of the capital or voting rights and includes any individual who
participates in the administration, direction, management or internal control of the Bank.
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4. Cash in hand

2005 2004
USD KHR’000 USD
Cash in hand 24,402,930 100,344,848 19,593,390
Gold 319,318 258,529 1,063,071
Cash items in the process of collection 688,499 2,831,108 870,952
25,349,958 104,239,027 20,783,660

5. Balances with central bank
2005 2004
USD KHR’000 USD
Demand deposits with NBC 5,708,322 23,472,620 3,924,033
Deposits and placements with NBC 8,000,000 32,896,000 24,000,000
13,708,322 56,368,620 27,924,033

Deposits and placements with central bank will mature within one month earn interest at the

following rates per annum:

2005 2004

% %
Fixed deposits within one month 1.80-3.29 0.81-1.82

6. Statutory deposits with central bank

2005 2004
USD KHR’000 USD
Statutory capital deposit, interest bearing 2,600,000 10,691,200 2,300,000
Statutory customer deposit, non-interest bearing 16,001,216 65,797,000 14,101,242
18,601,216 76,488,200 16,401,242

Under NBC’s Prakas No. B 7-01-136 dated 15 October 2001; the Bank is required to
maintain a statutory deposit of ten per cent of its capital. This statutory deposit is interest
bearing at % of the six-month period refinancing rate set by the NBC for statutory deposit
maintained in Khmer Riel and 3/8 of the six-month period SIBOR rate for statutory deposit

maintained in US Dollar.

The reserve deposit with the NBC is to comply with the NBC’s Prakas No. B 7-97-02 dated
26 December 1997, on reserve requirement. The required deposit is at the minimum of 8% of

total deposits from customers and other borrowings.
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7. Balances with banks and other financial institutions

Deposits with banks:
In Cambodia
Fixed deposits outside Cambodia
Current deposits outside Cambodia

Analysis by maturity period:

Within one month
One to three months
Four to five months
Six to twelve months

The above deposits eamn interest at the following rates per annum:

HSBC Bank New York - one month term
HSBC Bank New York - one week term
United Overseas Bank, Singapore - one year term

United Overseas Bank, Singapore - three months term

United Overseas Bank, Singapore - one week term

(Continued)

2005 2004

UsD KHR’000 USD
340,625 1,400,650 493,384
22,500,000 92,520,000 20,069,710
28,779,946 118,343,138 17,086,573
51,620,571 212,263,788 37,649,667
49,120,571 201,983,788 10,034,127
- - 10,035,583
2,500,000 10,280,000 17,579,957
2005 2004

% %

4.00 -

4.00 -

3.64 -

3.09-3.49 2.10

- 1.77-2.30
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8. Loans and advances to customers

Commercial loans:

Overdrafis

Short term loans

Long term loans
Venture capital loans
Micro-financing loans
Other commercial loans

Consumer loans:

Mortgage loans
Credit card facilities

Total loans (gross)

Interests receivable

Provisions for impairment losses - Specific (*)
Interest in suspense (**)

Net loans receivable

(*) Movements on provisions for impairment are as follows:

At beginning of year
Unrealised exchange gain
Addition during the year
Amount written off
Recovery during the year

At end of year

(**) Movements on interest in suspense are as follows:

At beginning of year
Interest suspended during the year

At end of year

2005 2004
USD KHR'000 USD
38,073,003 156,556,188 26,777,369
57,058,006 234,622,521 35,159,635
19,643,099 80,772,423 23,290,687
38,705,808 159,158,653 36,614,157
124,222 510,801 745,000

- - 9,181,709
153,604,228 631,620,586 131,768,557
13,462,933 55,359,580 4,992,129
520,565 2,140,563 467,849
13,983,498 57,500,144 5,459,978
167,587,726 689,120,729 137,228,535
2,878,748 11,837,412 609,900
170,466,474 700,958,141 137,838,435
(9,856,220)  (40,528,777)  (8,117,670)
(2,364,103) (9,721,192) (217,698)
158,246,151 650,708,172 129,503,067
2005 2004

USD KHR’000 USD
8,117,670 33,379,859 4,892,146
(3,082) (12,673) (1,894)
5,351,572 22,005,664 6,207,874
(99,803) (410,390) (109,602)
(3,510,137)  (14,433,683)  (2,870,854)
9,856,220 40,528,777 8,117,670
2005 2004

USD KHR'000 USD
217,698 895,175 23477
2,146,405 8,826,017 194,221
2,364,103 9,721,192 217,698
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8. Loans and advances to customers (continued)

Further classification of loans and advances to customers is as follows:

Standard loans:
- Secured
- Unsecured

Substandard loans:
- Secured
- Unsecured

Doubtful loans:
- Secured
- Unsecured

Loss loans:
- Secured
- Unsecured

Further analysis of the above loans and advances to customers is provided below:

(a) By maturity period:

Within one month

One to three months

Four to six months

Seven to twelve months

Over one year but within three years
Over three years but within five years
Over five years

(b) By currency denomination:

US Dollar
Khmer Riel
Thai Baht

(c) By status of residence:

Residents

2005 2004
USD KHR’000 USD
153,033,879 629275310 125,940,431
1,395,164 5,736,914 38,774
1,272,000 5,230,464 367,500
5,465 22,472 -
3,067,552 12,613,774 464,904
7,798 32,065 -
8,684,058 35,708,846 9,699,717
121,810 500,883 717,209
167,587,726 689,120,729 137,228,535
2005 2004

USD KHR’000 USD

5 3 1,133,987

5,517,154 22,686,537 2,953,735
12,158,833 49,997,121 11,139,451
116,187,316 477,762,243 55,636,175
11,134,614 45,785,533 50,290,641
7,894,863 32,463,677 8,154,150
14,694,946 60,425,618 7,920,396
167,587,726 689,120,729 137,228,535
166,118,363 683,078,709 135,341,855
230,620 948,309 584,845
1,238,743 5,093,711 1,301,835
167,587,726 689,120,729 137,228,535
167,587,726 689,120,729 137,228,535
167,587,726 689,120,729 137,228,535
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8. Loans and advances to customers (continued)
2005 2004
(d) By relationship: USD KHR’000 USD
Non-related parties 128,881,828 529,962,077 100,614,378
Related parties 38,705,898 159,158,652 36,614,157
167,587,726 689,120,729 137,228,535
(e) By economic sectors:
Agriculture 2,227,766 9,160,574 1,802,741
Manufacturing 13,045,038 53,641,196 3,746,140
Building and construction 31,070,497 127,761,884 12,697,826
Mortgage 13,462,933 55,359,580 4,992,129
Wholesales and retails 26,993,306 110,996,474 31,314,917
Import and export 7,540,767 31,007,634 11,799,170
Transport, storage and communication 1,283,845 5,279,171 30,000
Services 68,869,048 283,189,525 61,806,012
Professional and private individuals
(except housing loans) 520,565 2,140,563 161,740
Others 2,573,961 10,584,128 8,877,860
167,587,726 689,120,729 137,228,535
(f) By large exposures:
Large exposures (*) 57,180,362 235,125,649 51,437,124
Non-large exposures 110,407,364 453,995,080 85,791,411
167,587,726 689,120,729 137,228,535

(*)  There are three large exposure loans related to the amount, and all are over the maximum limit of 10% for
related party loans and 20% for non related party of the Bank’s net worth.

(i) Loans granted to Capital Investment Holding Co., Ltd and its affiliated companies (“CIH") totalling USD
38,705,898 (31 December 2004: USD 36,614,157) at interest rate of 4% per annum.

In August 2004, the Bank submitted a proposal to NBC totransform CIH loans to Canadia Bank investment in the
form of Subsidiary Development Capital Company (“IDCC”) where all business components of the CIH are to be
owned by Canadia Bank and CIH is dissolved. NBC graried approval on 22 November 2004 under the following
conditions: (a) adhere to NBC guidelines, in particular solvercy ratio; (b) all newly created subsidiaries must be public
limited companies and operate under the business law of the Kingdom of Cambodia; (c) all problem loans (loans
granted out to each of the Capital Investment Group’s affiliate) before they can be taken out from the Bank’s balance
sheet must be audited by an independent audit firm recognised by the National Bank of Cambodia; (d) the Bank is
required to provide cash flow forecast for each of the DCCbusiness component to NBC; (¢) all DCC components are
to be audited in every accounting period by an independent audit firm recognised by the National Bank of Cambodia;
() the Bank is required to prepare a consolidated balmce sheet for the Bank and its DCC business components and
subject to consolidated supervision basis; (g) all newly created subsidiaries must be 100% managed by the Bank until
the establishment of the stock market in Cambodia and then the Bank is required to seek investment partner to invest
in the subsidiaries to reduce the Bank’s holding; (h) NBC willnot be a member of the board of directors of the DCC.

During the year under review, the Bank has converted the loans given to CIH subsidiaries into the Bank’s equity
investment as per conditional approval from NBC on 22 November 2004, The subsidiaries new sets of
Memorandum and Articles of Association have been registered with the Ministry of Commerce. However,
subsequent to the year-end, as per a letter from the National Bank of Cambodia dated 2 February 2006, the Bank has
been instructed to reverse all investments in CIH subsidiariesback to loan assets for further consideration and study.

(ii) Loans to two groups of business clients totalling to USD 18,474,464.
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9. Investment securities

2005 2004

USD KHR’000 USD

Omnia Life (Bermuda) Ltd. - trust 2,000,000 8,224,000 2,000,000
Accrued interests receivable 214,014 880,026 186,924
2,214,014 9,104,026 2,186,924

Fixed-maturity investments are intended to be held to maturity and are recognised at cost less
principal repayment and amortisation.

The coupon rates or average return per annum are as follows:

2005 2004
65% of Omnia Life (Bermuda) Ltd. 3.60% 3.60%
35% of Omnia Life (Bermuda) Ltd. Floating rate Floating rate

Subsequent to the year-end, on 16 January 2006, the Bank has requested an earlier
termination of its investment in Omnia Life due to unfavourable interest yield. A refund of
USD 2,135,534 (net of earlier termination cost and unearned interest) was transferred to the
Bank on 20 January 2006.

10. Other assets

2005 2004

USD KHR’000 UsD

Deposits with companies outside Cambodia 301,318 1,239,020 300,425
Accrued interests receivable 78,152 321,361 1,129,058
Prepaid expenses 34,795 143,077 81,697
Advances to related party - - 125,000
Other advances 177,050 728,030 302,506
Traveller’s checks purchased 138,196 568,262 124,678
Guarantee deposits for MasterCard and Visa 872,821 3,589,040 865,782
Inter-branches clearing - - 245,392
Other debtors 818,110 3,364,068 891,437
2,420,442 9,952,858 4,065,975

11. Investment in Foreign Trade Bank of Cambodia

On 28 October 2005, the Bank entered into a sale and purchase agreement with the Privatisation
Committee (acting on behalf of the Royal Government of Cambodia), to acquire 46% of the
share capital of Foreign Trade Bank of Cambodia (“FTB”) for a consideration of USD
10,580,000. A new Memorandum and Articles has been drafted and has yet to be submitted for
approval by the Shareholders and for registration with the relevant Cambodian Authorities.
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

13. Properties foreclosed

These represent bad loan collaterals foreclosed in the course of banking operations. These
foreclosed assets are recorded at value equal to the corresponding loan principal outstanding
plus interest receivable. These assets will not be held for operational purposes and with the
intention to be disposed of to recover the outstanding amount within the maximum allowable
period of twelve months as per NBC’s guidelines. Assets realised in excess of outstanding
amount plus disposal costs will be returned to the borrower after the settlement.

14. MasterCard-franchise/license

2005 2004

USD KHR’000 UsSD

Cost of acquiring MasterCard franchise/licence 125,250 515,028 125,250
Accumulated amortisation from previous year (87,675) (360,520) (62,625)
Amortisation during the year (25,050) (103,006) (25,050)
Net balance at end of year 12,525 51,502 37,575

The initial cost of acquiring the MasterCard franchise and license is recognised as an
intangible asset and amortised on a straight-line basis over the period of five years.

15. Deposits and balances of banks

2005 2004

UsD KHR’000 USD

Current accounts 2,521,900 10,370,053 3,569,760
Savings accounts 311,754 1,281,931 1,604,513
Fixed deposits - - 301,000
2,833,654 11,651,984 5,475,273

Accrued interests payable - - 767

2,833,654 11,651,984 5,476,040

2005 2004

The maturity analysis is as below: USD KHR’000 USD
Within one month 2,833,654 11,651,984 5,175,040

One to three months - - 500
Four to six months - - 500
Seven to twelve months - - 300,000

Over one year but within three years - 5 .
Over three years but within five years - e -

2,833,654 11,651,984 5,476,040
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

16. Deposits from non-bank customers

Current accounts
Savings accounts
Fixed deposits
Margin deposits

Accrued interests payable

Further analysis of the above deposits is provided below.

(a) By maturity period:

Within one month

One to three months

Four to six months

Seven to twelve months

Over one year but within three years

(b) By status of residence:

Residents
Non-residents

(c) By relationship:

Related parties
External customers

(d) By currency denomination:

US Dollar
Khmer Riel
Thai Baht

Gold

Other currencies

2005 2004
USD KHR’000 USD
13,633,722 56,061,865 10,917,659
121,538,332 499,765,621 103,122,545
98,300,697 404,212,466 90,621,462
1,374,065 5,650,155 2,558,527
234,846,816 965,690,107 207,220,193
1,921,669 7,901,903 1,726,823
236,768,485 973,592,010 208,947,016
2005 2004

USD KHR’000 USD
136,546,118 561,477,637 116,598,731
16,082,517 66,131,310 2,811,318
22,878,024 94,074,435 18,079,241
55,202,824 226,994,012 25,332,801
4,137,333 17,012,713 44,398,102
234,846,816 965,690,107 207,220,193
232,781,720 957,198,432 204,768,367
2,065,096 8,491,675 2,451,826
234,846,816 965,690,107 207,220,193
985,146 4,050,920 851,082
233,861,670 961,639,187 206,369,111
234,846,816 965,690,107 207,220,193
228,299,356 938,766,952 200,364,427
3,879,985 15,954,498 3,550,900
2,417,406 9,940,373 2,974,923
250,069 1,028,284 329,500

g . 443
234,846,816 965,690,107 207,220,193
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

16. Deposits from non-bank customers (continued)

2005 2004
uUsD KHR’000 UsD
(e) By type of customers:

Government enterprises & state enterprises 8,754,621 35,999,002 5,140,511
Other inland finance institutions 428,502 1,762,000 356,395
Business enterprises 70,234,212 288,803,080 58,141,089
Individuals 147,708,869 607,378,869 133,117,117
Not-for-profit organisations 4,032,498 16,581,632 3,961,142
Other 3,688,114 15,165,525 6,503,939

234,846,816 965,690,107 207,220,193

(f) The savings accounts and fixed deposits bear the following interest rates per annum:

2005 2004
% %
Saving deposits 0.75-2.00 0.75-2.00
Fixed deposits 3.00-5.50 3.00 - 7.00
17. Provision for income tax
2005 2004
USD KHR’000 UsSD
Balance at beginning of year 779,897 3,206,936 747,802
Charge during the year 1,507,798 6,200,065 951,488
Income tax paid during the year (1,026,713) (4,221,844) (940,444)
(Over) / under provision from prior year (2,969) (12,209) 21,051
1,258,013 5,172,949 779,897

Provision for income tax is calculated by applying accounting net income before tax to
corporate tax rate. No effect has been taken into account on items deemed not deductible by
the Law on Taxation.

The Bank has obtained tax clearance up to the fiscal year 2001. The remaining tax years have

yet to be reassessed by the Tax Department and accordingly its tax for these years are not
considered final. The outcome of a tax audit cannot at present be determined.
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

18. Other liabilities

Rental deposits

Guarantee deposits

Accrued interests payable

Tax payables

Staff bonus payable

Accounts payable

Accrued expense

Suspense account for ATM

Suspense remittance (to overseas and local)
Suspense remittance (from overseas and local)
Unearned income

Amount due to MasterCard International
Provision for losses in relation with 4 L/C (¥)
Other liabilities

(*) See also note 27.

19. Other borrowings

Borrowed funds from RDB
Borrowed funds from IFC
Borrowed funds from KfW through MoEF

2005 2004

USD KHR’000 UsSD
4,500 18,504 31,700

- - 517,519

54,041 222,217 28,519
61,428 252,592 86,035
61,620 253,381 -
15,488 63,687 84,000
26,576 109,281 -
160,756 661,029 32,404

- - 1,879,276
1,569,457 6,453,607 51,950
3,662 15,058 214,400
80,692 331,806 219,068
1,702,969 7,002,609 =
18,732 77,026 984
3,759,921 15,460,797 3,145,855
2005 2004

USD KHR’000 USD

- - 812,500
2,500,000 10,280,000 =
2,992,001 12,303,108 2,041,439
5,492,001 22,583,108 2,853,939

The USD 2.5 million borrowings from the International Finance Corporation (“IFC”) is the
result of the Loan Agreement between the Bank and the IFC dated 20 September 2004
whereby IFC agrees to lend the Bank USD 2.5 million to be loaned out to eligible sub-
borrowers to finance acquisition of residential property in Cambodia.
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

20. Share capital

2005 2004

Shares of USD 1,000 each: USD KHR’000 USD
Registered:

At beginning of year 23,000,000 94,576,000 18,000,000

Increase during the year 3,000,000 12,336,000 5,000,000

At end of year 26,000,000 106,912,000 23,000,000
Issued and fully paid:

At beginning of year 23,000,000 94,576,000 18,000,000

Issued during the year 3,000,000 12,336,000 5,000,000

At end of year 26,000,000 106,912,000 23,000,000

During the year under review, the Bank has increased it paid up capital from USD 23 million
to 26 million by issuing 3,000 ordinary shares of USD 1,000 at par value by cash payment.
This capital increase was authorised in principle by the National Bank of Cambodia Banking
Supervision Department on 16 December 2005 for a USD 2 million increase and on 23
December 2005 for a USD 1 million increase.

The Bank has yet to make various formalities with the relevant authorities regarding this
matter.

21. Subordinated debt

On 28 October 2005, the Bank has entered into agreement with Mr. Pung Kheav Se (a main
shareholder of the Bank through OCIC) whereby the latter is willing to provide the Bank with
a subordinated loan of USD 7,080,000 for acquiring shares in Foreign Trade Bank of
Cambodia (“FTB”). This subordinated debt is interest fee with no fixed terms of repayment.
This subordinated was approved in principle by NBC on 28 December 2005.

22. Interest income

Interest income was made from the following sources:

2005 2004

USD KHR’000 USD

Loans, overdraft and advances to customers 17,996,164 74,000,226 13,111,152
Placements with overseas banks 968,513 3,982,525 359,802
Placements with NBC 208,431 857,068 267,194
Investment securities 27,090 111,394 115,880
19,200,198 78,951,213 13,854,028
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

23. Interest expense

Interest expense is incurred on:

Deposits from customers
Borrowed funds from RDB & KfW

24. Other operating income

Loan commitment fees

Miscellaneous loan fees and service charges
ATM/Credit card annual fees

Income from letters of credit

Fees for telex, fax and phone

Fees for credit card advances and late charge
Fees for wire transfer

Commissions from remittance service

Other fees and commissions

Rental income

Foreign exchange currency gains

Gains from disposal of foreclosed property
Gains from disposal of property and equipment
Others

(Continued)

2005 2004
USD KHR’000 USD
4,918,210 20,223,680 5,793,736
256,999 1,056,780 110,322
5,175,209 21,280,460 5,904,058
2005 2004

USD KHR’000 USD
(Restated)

497,519 2,045,798 156,888
413,888 1,701,907 416,754
67,731 278,510 -
174,939 719,349 359,234
541,844 2,228,063 527,207
65,249 268,304 50,648
193,970 797,605 1,354,490
1,136,721 4,674,197 .
604,957 2,487,583 478,456
127,495 524,259 204,821
240,129 987,410 98,793
86,353 355,084 218
23,289 95,764 8,196
105,581 434,149 701,873
4,279,665 17,597,982 4,357,578
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

25. Other operating expenses

2005 2004

USD KHR’000 USD

Repair and maintenance 77,766 319,774 34,723
Building rental 117,730 484,106 121,400
Utilities 156,597 643,927 127,506
Advertising and public relations 256,241 1,053,663 104,141
Legal and professional fees 254,198 1,045,262 426,825
Travel, accommodation and food 178,130 732,471 220,270
Communication 147,429 606,228 123,026
Stationery and supplies 106,320 437,188 61,877
Printing and forms 58,026 238,603 53,110
Insurance 39,780 163,575 9,672
Charitable donations and gifts 113,473 466,601 93,808
Internet E-commerce 9,010 37,049 303,470
Bank’s license fees 126,647 520,772 147,986
Fees and commissions paid to banks and OFIs 166,853 686,100 157,922
ATM/Credit card 267,508 1,099,993 -
Loss on investment with MFI - - 11,770
Loss on disposal of foreclosed properties 271,580 1,116,737 -
Loss on foreign exchange currency 133,218 547,792 133,590
Loan losses written off - - 109,602
Loss on foreign currency counterfeit 5,477 22,521 -
Taxes and duties 137,339 564,738 4,692
Motor vehicles 58,046 238,685 45,367
Other furniture, fixture and equipment expenses 47,923 197,059 17,319
Fraud losses by staff written off (*) 1,444,156 5,938,369 =
Other operational costs 18,043 74,192 39,825

4,191,490 17,235,405 2,347,901

(*) See also note 29.
26. Provision for loan impairment losses

Provision for impairment losses is calculated in accordance with NBC guidelines as stated in
note 3.6.
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

27. Provision for LC claim

Since November 2004, the Bank has been subject to a financial claim from Foreign Trade
Bank of Vietnam for non payment of four irrevocable letters of credit issued by the Bank
amounting to USD 1.7 million. The Bank has obtained professional advices from legal experts
and in their expert opinions, the Bank has no duty to pay. For this reason, no provision has
been made in the financial year 2004 for this potential payment and its related costs.
However, the Bank has fully provisioned the amount claimed during the financial year 2005.

Subsequent to the year-end, on 7 March 2006, the Bank entered into a settlement agreement
with Foreign Trade Bank of Vietnam to arrive at a full settlement of the dispute whereas the
Bank will make payment to Foreign Trade Bank of Vietnam of the USD 1.7 million claims in
four instalments, the first beginning on or before 15 March 2006 and the last on or before 31
December 2008. The first instalment amounting to USD 416,237 has been settled on 9 March
2006. The settlement agreement further stated that both banks agreed that the settlement here
above is without admission of liability on the part of either party (or any other person).

28. Income tax expense

Income tax expense is represented by current year profit multiplied by 20%. No adjustment
has been taken into account for the effect of permanent differences relating to items not
allowed as deduction for tax purposes.

Under the Cambodian Law on Taxation, the Bank has the obligation to pay corporation
income tax of either the profit tax at 20% of taxable profit or minimum tax at 1% of total
revenue exclusive of value-added tax, whichever is higher.

29. Fraud losses

During the financial year 2004, the Bank has suffered financial loss of approximately USD
1.54 million due to the embezzlement of the depositors’ Letter of Credit (LC) margin deposits
by a former LC manager and no loss has been recognised in the financial year 2004. Since
the beginning of the year, certain amount has been recovered and the remaining balance of
USD 1,333,847 is considered irrecoverable and has been recognised as expense in the
financial statements.

In July 2005, the Bank suffered a fraud loss of USD 110,309 perpetrated by its then Siem
Reap branch loan officer. The whereabouts of this former staff is unknown, however, as the
Bank is insured for a maximum sum of USD 500,000 a year on fidelity loss, formalities for
insurance claim have been made on 28 December 2005. The amount has been fully expended
in the statement of income during the financial year.

30. Non-operational assets

With the expected future increase in banking activities, the Bank holds more lands than its
current requirements. The lands are totalling USD 3,132,424 as of 31 December2005. This
fact had been brought into the attention of the NBC and NBC required the Bank to conduct a
valuation assessment on these non-operational assets. As per NBC’s instruction, a valuation
assessment had been conducted by an independent assessor and the Bank submitted the
valuation report to the NBC on 30 June 2005. Based on the valuation report, the Bank non-
operational assets are valued at USD 5,640,600.
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

31. Interest rate, liquidity, currency and credit risks
31.1 Interest rate risk

The Bank interest rates are generally fixed on a short-term basis. Also, interest rates that are
contractually fixed on both assets and liabilities are often renegotiated to reflect current
market conditions. The management is satisfied that the Bank’s position is such that exposure
to movements in interest rates is minimised.

The table below summarises the Bank’s exposure to interest rate risks. Included in the table
are the Bank’s assets and liabilities at carrying amounts, categorised by the earlier of
contractual re-pricing or maturity dates.

(Continued)
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

31.2 Liquidity risk

Liquidity risk is defined as the risk when the maturity of assets and liabilities does not match.
Liquidity risk management at the Bank is performed on the basis of measuring liquidity
surplus/deficit and liquidity ratios that are calculated using scenario analysis.

The matching and/or controlled mismatching of the maturities and interest rates of assets and
liabilities is fundamental to the management of the Bank. It is unusual for banks ever to be
completely matched since business transactions are often of an uncertain term and of different
types. An unmatched position potentially enhances profitability, but can also increase the risk
of losses.

The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-
bearing liabilities as they mature, are important factors in assessing the liquidity of the Bank
and its exposure to changes in interest and exchange rates.

The table below analyses assets and liabilities of the Bank into relevant maturity groupings
based on the remaining period at the balance sheet date to the contractual or estimated
maturity dates.

(Continued)

37



8¢

700°S99°cy  SPLOEI‘91 SP6°T0T‘6 EYEITI‘ST 96916799 (I61°61L01) (c€5°008°TT) (T00°Z95°0S)
PLO'TIT0ST 69T°60LT T00°T6¥'S TEE'LET'P HI8'TOT'SS ¥T0°SL8‘TT LS8Y'LIE LT LET'ISE EPI
100°Z6¥'s - [00°Z6¥'S - - # e »
1Z6°6SL°E  696'60L°T - - - - - 756°950°C
€10°8ST°1 - = - = s OLI'SET'T  €¥8°TT
S8Y'RIL9ET - - TEELET'Y  VTRTOT'SS $TOBLYTT LISTBO91 88L'LIVBET
¥S9°cE8C - % = - s = ¥$9°€€8°C
OLO'LLL'E6T PIL'EESLY 9P6‘P6OPT SLI8TS'6T 0TS'P6V ITI €€8°SSITT PSI'LIS'S PET'618°T6
§TsTl - - §TSCI S = 5 =
¥0T'L08°C - = = ¥0T°'L08°T - - .
€L9912°8 - - €L991Z°8 - . - -
000°08S°01  000°08S‘01 - s - s - -

T oTr'T 128°TL8 - - = = = 129°L¥S°1
yioviz’ce - - 000000 - - = Y10'71T
(eo1'v9¢7) (€0I'P9ED) - - = - s 3
8vL'8L8T - - - = = B 8L ‘8L8C
(0zz'9s86)  (07T'9s86) - = = = . ®
y89°8SI'El - - ¥96°6EL'T 600819  656°986°1 Tse1sT’e -
wo6THvSI - Ov6'PE9'YT  EIS'68TLT  LO6'900°0TT +LS'ILI'Ol  TO8'S9TT -
TLS'0T9'IS - . - 00000S‘C - - 1L5°0Z1°6Y
9IZ' 10981 9I1T109°81 - s = - : S
TTEROL'ET - * = & - = TTEVOL'ET
8S6°6VE°ST - = : * £ = 856°6E°ST
asn nmw% asn asn asn asn asn asn

[e0L Aumew SIBOA GIOAQ) SIBRA GO} | SQUOWI Z[-9 SIJUOW 9-¢  SYJUOW ¢-| guowm

PoXI ON

[o1dn

asn - sooz (des) ;/ snidams Aypmbyy JoN

SALLIIEVIT TVLOL
sSumosiog 1210

SINIIqeN] IO

XE) 9WOJUT J0] UOISIAOL]
SIDUI0ISND Yueq-uou wolj syusoda(]
Syueq Jo s30ueTRq pue sjsoda(

SHLLITIEVI'T
SLISSV TVILOL

2SUS0I|/ASIYOURY-PIBIISEN

pasojoaroy sanuadoig

yawdmbs pue Axedoig

€.LA Ul JusunsaAu]

§1a55R 12410

SSNLIMNO2s JUaUISaAU]
asuadsns ur sjsa19yu] -
9[qeALD2I S)SaIN] -
suoisiaold on1oadg -
Summopiod-uop -
Suruuojiag -

:SIOUIO)SNO 0) SIOUBAPE PUE SULO]

suonmusul [BIOUBH] IS0 U SYUeq Yim saoue[ey

yueq [enuad Qim spsodap Arojmers

ueq [ERUSD QIIM SIOUETRy

puey ul gse)

SLASSV TVLOL
S00T YHIWHDHA 1€ LV SV

(ponupuod) ysu1 Appmbry z'1¢

S00T YHAWHDAA T€ CHANT IVIA HHL 04 SINHWHLV.LS TVIONVNIA JHL OL SALON- Jd MNVH VIOVNYD



6t

"SYSLI [EWITUTW SOUWINsSe A[[euiou yueg o) A[Surpioooe pue “Yueg 9y} 0 padpayd [e1o@[[0o 10 sjsodap [sed JiIm PasIBIde[[0d 218 JIPAID JO SIANI[
pue saajuerens s jueq 34 JO [[B ‘TeIousd Uy "1IPaIo JO SIaNQ] I0 sadjuerens ‘sueo] pasoidde jo suonuod pesnun juasadal J1paId puaxa 0] SHUIUNWWOD)

"s9s850[ ueo[ 1oJ Jurpiaoid Aq se [[om se soojuelens [euosiad 1o 9jerodiod
pue [e1je[[oo Surureiqo Aq wred ur pa3euew os[e SI JSH JIpaIo 03 amsodxy -ajeudordde azoym syrun) Surpus] 9say) SUIMIIARI pue suone3qo juswiedar
[endeo pue jsa1ejul J9sW 0] SIIMO1I0Q [enuajod pue siamolioq 9yl Jo Ajjiqe oy} jo sisA[eue Iendal ydnoryp pageuew SI YSU JIpa1o 0} amsodxy

'SISeq Je[N3aI € U0 PAIOjIuoul oIe
SYSU yong ‘suone[ngal [euIoul Aq pouIaA0d aIe [onuod pue ‘agesn ‘Suurojuow ‘3un)as JWI| YSL JO SINPadold ‘sjuswdas Ansnpur pue [eorydeidoad
oy} pue ‘szamonioq Jo dnoid 1o ‘Iomolioq auo 0} uone[ar ul paydoooe Ysu Jo junowre Ay uo sy Suroe[d Aq soyepapun 31 YSU JIPAIO JO S[AAI]
a7} SaIMIoNMs Jueg Y[, "onp uaym [[nJ u sjunowre Aed 0} s[qeun aq [im Auredisjunoo e jey) JSI oY) SI YOoIgm YSII JIPaIo 0} 2insodxa sawnsse yueg 9y,

JSL P pIE

“BIPOQUIE)) UI SN U ADUSLIND 0720 Jp ®© ST ST} sk erpoquue)) ul Sunjerodo syueq

Jo 2onoeid [euwIou © SI Ie[jo SN JO 9ouasaid JuedsyIusig Te[[o S[) UI A[[EUASS? S}0BSURI] JI SB YSU AOUQLIND 0) Samsodxa [eLIajewl OU sey Yueg YL,
‘sojel 93 ueyoxa uS1a10] UT SOSUBYD 0 aNP BMON[J [[IM SJUSWNISUI [BIOUBUTJ JO dN[BA ) 1ot JSLI oY) ST JYSLI AouaLm))

NSu Aowarm) €°IE

908°€SS'LT  PSE'6PI'6 LS6'8L8'S  BIR'CER'6L 089°SH9‘SE (06Z°0v6'9) SIL'IZP'6 (8LP'SEP'SH) asn - $00z (ded) / snjdans Aypmbry 3oN
LYL'TOTITT 0 6V IVOT  TO9OITSY 108°TEY'ST IPL'6LOBT  €09°L9S°€  19S0L99TI saniqeT [e10],
€SS'OSL'8YT PSE'6VI'6  96€£°0T6°L  OLV'YPO'S9 TSV8LTI9  ISK'6ETTl  8IE686°TI €80°SET'I8 $1assE [B)0,
asn asn asn asn asn asn asn asn

[e10], WHW@ hM”ﬁdE sIBoA G I2AQ sIeak COl ] stpuowr gi-9 Suouwr g-¢  Stpuonr ¢-| MQMWMED P00T YAGWADAC IE LV SV

(penumyuod) ysux Appmbry z'1€

S00T HHIWADAEJ 1€ THANT dVHA HHL 304 SINTWALV.LS TVIONVNI HHL OL SZLON- Jd JINVH VIOVNVD



CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS F(R THE YEAR ENDED 31 DECEMBER 2005

32. Commitments and contingencies
32.1 Tax interpretation

The application of tax laws and regulations to many types of transactions is susceptible to
varying interpretations when reviewed by the various tax authorities. The Bank’s judgement
of its business activities may not coincide with the interpretation of the same activities by tax
authorities.

If a particular treatment was to be challenged by those various tax authorities, the Bank may
be assessed additional taxes, penalties and interest, which can be significant. Tax years remain
open to review by the tax authorities for three years with possible extension to ten years.

32.2 Credit related commitments

In the normal course of business, the Bank makes various commitments or incurs certain
contingent liabilities with legal recourse to its customers. No material losses are anticipated as
a result of these transactions. At the balance sheet date, the commitments of the Bank are as
follows:

2005 2004

USD KHR’000 USD

Documentary credits 5,429,427 22,325,804 3,632,822

Bankers’ acceptance 1,912,217 7,863,036 -

Bankers’ guarantees 181,625 746,842 61,842
Performance guarantees 314,317 1,292,473 292,093

Tender bonds 192,994 793,591 567,900

Retention guarantees 17,217 70,796 -

Financing commitments (*) 13,558,636 55,753,111 18,582,082

Others 89,983 370,010 90,016

21,696,416 89,215,663 23,226,755

(*) This item represents the difference between the approved customers’ overdraft limit and
the amount outstanding,.

33. Fair value of financial assets and liabilities

Fair value is the amount at which a financial instrument could be exchanged in a current
transaction between willing parties, other than in a forced sale or liquidation.

The management has estimated that the fair value of certain balance sheet items is not
materially different from their recorded values. These balance sheet items include cash,
deposits and placements with the central bank and other financial institutions, loans and
advances to customers, property and equipment, deposits from customers and other short-term
assets and liabilities which are of a contractual nature. The management believes that the
carrying amount of these particular financial assets and liabilities approximates to their fair
value, partially due to the fact that it is practical to renegotiate interest rates to reflect current
market conditions.
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CANADIA BANK Plc -NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2005

34. Significant related party transactions

Significant related party transactions entered by the Bank during the year on terms negotiated
and agreed between the parties were as follows:

2005 2004
USD KHR’000 USD
Loan, overdrafts and advances:

Venture capital loans 38,705,898 159,158,653 36,614,157
Other assets:

Advances to related party - - 125,000
Deposits by customers:

Other related party deposits 536,306 2,205,290 851,082
Subordinated debt received 7,080,000 29,112,960 =
Interest income:

Interests income on venture capital loans 1,517,380 6,239,467 1,039,353

Interests income on advances to related party - - 1,118,786
Interest expenses:

Interests paid to related party deposits 19,299 79,357 4214
Operating expenses:

Salaries for directors and management 275,752 1,133,892 300,230

35. Lease commitments

The Bank has lease commitments for the lease of its branches in Phnom Penh and provincial
offices as follows:

2005 2004

usD KHR’000 USD

Not later than one year 107,622 442,542 121,415
Later than one year and not later than three years 270,440 1,112,049 261,042
Over three years 2,575,750 10,591,484 2,718,210

2,953,812 12,146,075 3,100,667

36. Comparative figures

Certain comparative figures have been reclassified whenever necessary to accord with current
year presentation.
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