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                       saw anihC fo knaB laicremmoC dna lairtsudnI
      ,5002 rebotcO 82 nO .4891 yraunaJ 1 no dehsilbatse
               kcots-tnioj a ot derutcurtser yllohw saw knaB eht
     saw knaB eht ,6002 rebotcO 72 nO .ynapmoc detimil
       egnahcxE kcotS iahgnahS htob no detsil yllufsseccus

and The Stock Exchange of Hong Kong Limited.

                         elbats dna rovaedne suounitnoc sti hguorhT
   gnidael eht otni depoleved sah knaB eht ,tnempoleved
     remotsuc tnellecxe na gnissessop ,dlrow eht ni knab
   noitavonni gnorts ,erutcurts ssenisub defiisrevid a ,esab
   knaB ehT .ssenevititepmoc tekram dna seitilibapac
   rehtruf kees ot noitadnuof yrev eht sa ecivres sdrager
  hguorht eulav gnitaerc ot serehda dna tnempoleved
                fo egnar evisneherpmoc a gnidivorp elihw secivres
             dnasuoht 330,7 ot secivres dna stcudorp laicnanfi
                    lanosrep noillim 706 dna sremotsuc etaroproc
      gnitargetni ylsuoicsnoc neeb sah knaB ehT .sremotsuc
   ygetarts tnempoleved sti htiw seitilibisnopser laicos eht
  gniniag dna ,seitivitca tnemeganam dna noitarepo dna
   evisulcni gnitomorp fo stcepsa eht ni noitingocer ediw
   gnitcetorp ,feiler ytrevop detegrat gnitroppus ,ecnanfi
  cilbup ni gnitapicitrap dna secruoser dna tnemnorivne

welfare undertakings.

        noissim gniylrednu sti dnim ni speek syawla knaB ehT
   ,ssenisub lapicnirp sti htiw ymonoce laer eht gnivres fo
       sreffus ,srepsorp ti ymonoce laer eht htiw gnola dna
       reven dna hcaorppa desab-ksir a gnikaT .sworg dna

overstepping the bottom line, it constantly enhances its 
      ,sediseB .sksir gnitagitim dna gnillortnoc fo ytilibapac
               dna gnidnatsrednu ni tsafdaets sniamer knaB eht
          ot sknab laicremmoc fo selur ssenisub eht gniwollof
      dettimmoc syats osla tI .knab dlo-yrutnec a eb ot evirts
  gniniatniam elihw noitavonni htiw ssergorp gnikees ot
   agem fo ygetarts eht secnahne ylsuounitnoc ,ytilibats
         tnemtsevni agem ,tnemeganam tessa agem ,liater
     evisneherpmoc dna lanoitanretni sa llew sa gniknab
    ehT .tenretni eht secarbme ylevitca dna ,tnempoleved
  dna ,secivres dezilaiceps sreviled ylgnivrewsnu knaB
        ti gnikam suht ,ledom ssenisub dezilaiceps a sreenoip

“a craftsman in large banking”.

The Bank was ranked the 1st place among the Top 1000 
  eht ni ecalp  ts1 deknar ,reknaB ehT yb sknaB dlroW

Global 2000 listed by Forbes and topped the sub-list of 
commercial banks of the Global 500 in Fortune for the 

      gnoma ecalp ts1 eht koot dna ,raey evitucesnoc htxis
   eht rof ecnaniF dnarB fo sdnarB gniknaB 005 poT eht

third consecutive year.
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Excellence for You

Excellent Services to Clients, Maximum Returns to Shareholders

Real Success for Our People, Great Contribution to Society

Performance and Prestige

Integrity Leads to Prosperity

Integrity, Humanity, Prudence, Innovation and Excellence
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recruitment policies revolving around the development plan of the Branch and recruits local talents. As  a result, the 

Branch further builds upon the basis of the professional, international and multitasking talents.

The Branch aims at the clientele for wholesale banking business, and heeds to the development of clientele for retail 

                                   hcnarB hneP monhP ,1102 ,03 rebmevoN nO .ssenisub gniknab fo segnar lla tcudnoc ot aidobmaC fo

                 hcnarB hneP monhP detimiL CBCI .aidobmaC ,hneP monhP ,601 teertS ,02-91.oN ,erauqS egnahcxE ,roolF ht71

            tsurt cilbup ,tnailpmoc snoitaluger eb ot setacided hcnarB ehT.seeyolpme lanoisseforp 67 dna stnemtraped 9 sah

          hcnarB ehT .noitatuper laicos doog a sah hcihw knab tnellecxe eht semoceb elihwnaem ,knab desiarp remotsuc dna

             ot secivres laicnanfi sti pu deppets dna ,noitarepo defiisrevid dna tnempoleved noitazilacol decnavda ylidaets sah

both corporate and individual customers with various type of financial products.

ICBC Limited Phnom Penh Branch is foreign branch wholly owned by



Pro�t Before Tax in 2018 increased to USD 34.15 million

Total Assets in 2018 is USD 1,019.75million.

Loans and advances after provision in 2018 is USD 622.87million.

Deposit in 2018 is USD 501.96million.

4299,220

Net worth to  total assets 18.84%                  18.47%                2.00
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Units in US$ Million 
Increase: in year 2018

22.99%

20.26

28.99%

25.45%

12.30

13.79%
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Organizational Structure of ICBC limited Phnom Penh Branch



Mr. Jing Jun acts in the capacity of  General  Manager  of Industrial and Commercial Bank of China Limited Phnom Penh 

Branch since June  2015.       

yrtsudni gniknab eht ni gnivres ecneirepxe yranidroartxe  fo sraey 33 sah gniJ.rM ， ni esitrepxe htiw 

，and has rich overseas experience including the management of 3 branches and 1 subsidiary

of ICBC.

General Manager
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Finance Institutional Banking Department

Operation Department
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The Marketing Department of ICBC Limited Phnom Penh Branch is the professional team in charge of the customer 

services, corporate and individual credit business. We have the expertise in marketing of banking services, client   

relationship management and delivery of corporate and individual credit business for the Branch. Under the principles 

upheld by ICBC, namely “innovative products, professional team, internationalized operation, and ef�cient services”, 

we rely upon the powerful system platform of ICBC Group and deliver internationalized �nancial services and consul-

tancies to our clients with a focus on the main products such as  working capital �nancing, project �nancing, trade 

�nance such as L/C issuance, export L/C, L/C advising, import collection, Bank Guarantee issuance, L/C and Bank 

Guarantee re-issuance, overseas �nancing against domestic guarantee, and facility secured by immovable property, 

and supply chain �nance, Escrow Account and �nancing consultant service, etc.

The Finance Institutional Banking Department is responsible for �nancial market business and inter-bank business 

along with asset and liability management. In reliance of ICBC Group’s advanced trading platform, global network of 

correspondents, funding capacity, and premium credit rating as well as its advanced settlement system, the Depart-

ment manages the correspondent banks relationship and provide money market and FX market services, credit 

business, and other services to its local correspondent banks, whilst cooperate with counterparties in �nancial market 

to maintain treasury activities.

The Operation Department leverages on the ICBC Group global network of 16788 domestic institutions, 412 institu-

tions in 42 countries and regions 1507 correspondent banks in 143 countries and regions to serve the corporate and 

individual clients with local and transactional business. We upholds the tenets of “professionalism, integrity, fairness” 

and develops our advantages in UnionPay/VISA and POS services, Remittance,Payroll and E-banking services in order 

to provide our client with the state-of-art �nancial services

Risk Management Department

The Risk Management Department is responsible for the implementation of the Branch’s comprehensive risk 

management system based on credit risk, operational risk, market risk, various risks, such as liquidity risk 

management undertaken, monitoring, assessment and reporting, and effective control of all the risks at various 

levels of the business. The Department also take lead in the risk business review, credit management, lnternal

 and  is responsible for overall risk assessment through Overall Risk Management Committee and Credit

 Review Committee. 



Finance and Accounting Department

Based on the Branch’s development strategy, the Finance and Accounting Department formulates business plans, 

Information Technology Department

The IT Department is responsible for the operational management and control of information security in order for 

technological assurance of safe and secure operation of the Branch. 

HR and Administration Department 

Internal Audit Department

Compliance Department

The Administration Department is responsible for administrative affairs, human resource management and back up

support for the Branch’s business development and construction of excellent enterprise culture. 
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Internal Audit Department isresponsible for the audit reviews and investigations of the Branch independently,objec-

tively and effectively ,  providing suggestions on risk management, internal control of the Branch for help it control 

the risks within an acceptable level.

Compliance department responsible for the branch compliance development plan and annual compliance plan, 

directly implement or organize the tracking and analysis the branch’s regulatory rules, organize the implementation 

of compliance review and consultation, and take lead in the Branch’s AML works, implement requirements and specif-

ic AML works required by local regulator and Head Of�ce.
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The year 2018 marked the 60th anniversary of the establishment of diplomatic relations between China and Cambo-

dia. In retrospect from this signi�cant juncture in history, we feel honored to witness the great profound friendship 

between the two countries, and to have taken part in supporting Cambodia economic development and construc-

tion. In 2018, the Branch stayed focused, stimulated vitality and pooled efforts to deliver its annual results marked 

with high-quality development.

Our overall operation and fundamentals were “stable”, especially our profitability, quality and risk 
control constituted a “multi-stable” prospect. In terms of pro�tability, the Branch recorded USD27.18 million in 

net pro�t, representing an increase of 34% from the previous year. In terms of quality, the Bank continued to 

maintain asset quality, our ability to serve the local economy has become more sustainable, NPL balance remains as 

zero for 7 years. In terms of risk control, we have acquired a deeper understanding of the characteristics and nature 

of risks as they evolve. We have built a risk control system that allows for management of a full spectrum of risks 

across the market, which in turn ensures that the risk is within a manageable level and forges a healthier operation 

structure.

We stepped “forward”by further improving and enhancing our financial services for Chinese background 
companies, local clients and financial institutions. The Branch has been acting as the bridge of economic integra-

tion between Cambodia and China, takes the opportunities in supporting the “Going Global” Chinese funded 

enterprises in the aspects of serving the Belt and Road initiative. Meanwhile, localization has always been the corner-

stone for the Branch’s sustainable development. The Branch has performed extensive efforts in researching the local 

market, sought opportunity to serve local valued customers in many areas especially in infrastructure. The Branch 

took active part in the syndicated loan for Siem Reap Angkor International Airport Project and Expressway Project 

from Phnom Penh to Sihanoukville. We also provided high quality customers with personal loan service to ful�ll their 

residential and business plan. 

We were “stable” while making “progress”, as we insisted on transformation and innovation. The Branch 

continues the efforts to realize the goal of steadily operation and sustainable development, to deepen the transforma-

tion and the structural adjustment, speed up the construction of �nt       ech and business innovation. The Branch became 

the �rst overseas branch of ICBC group which actively implemented the intelligent POS system, and took the lead 

position in paying receipts by WeChat online. The acquiring business reached RMB199.22 million（approximately 

USD30 million）, an increase of 34.8 percentage points compared with the previous year.

Looking ahead to 2019, Cambodia's political situation is stable and economy is growing rapidly. At the same time, 

China-Cambodia friendship has bene�ted from the high degree of conformity between the development strategies 

and the highly complementary economic development of the two countries, which creates good conditions for the 

development of our bank. First, after the general election in 2018, the People's Party will continue to stay in power, 

the political situation in Cambodia will become more stable, and external evaluation will be more positive. It is expect-

ed that Cambodia's economy will continue to maintain rapid growth. Secondly, The Belt and Road Initiative and 

Cambodia’s Rectangular Strategy complement and reinforce each other, which not only helps Cambodia accelerate 

the transformation and upgrading of economy, but also provides a broad space for Chinese companies to enhance 

international cooperation and development. Thirdly, with the escalation of the Sino-US trade friction and the transfer 

of China's production capacity, Chinese enterprises will gradually increase their investment in Cambodia, providing 

opportunities for us to expand major projects and develop high-quality customers. 

The Branch will make further breakthroughs on the basis of prudent operations, promote innovation-driven develop-

ment in virtue of �ntech to cultivate new growth drivers and new growth poles, continue to consolidate and develop 

the competitive edge in core businesses，guard against �nancial risks and continuously tighten comprehensive risk 

management.

Finally, on behalf of the management, I would like to take this opportunity to extend my sincere gratitude to Royal 

Government of Cambodia, the National Bank of Cambodia, �nancial institutions, our customers for their continuous 

support and trust, as well as our staff members for their excellent work in 2018. 



The Branch assures its operation and management are compliant with relevant laws and regulations. Meanwhile, 

operating under the guideline of our core values, ICBC’s corporate principles and employee code of conduct 

constitute the behavioral norms and framework.

 

The Branch engaged  KPMG Cambodia Ltd （KPMG）
statement of the Branch. In 2018,  the Branch further increased the quality and transparency of annual report 

disclosures and enhanced the sense of responsibility in annual report preparation and disclosure entities. During the 

results preview referred in the Accountability System for Material  Errors in Information Disclosure in Annual Report 

took place at the Branch.
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The Branch adopts and improves on a comprehensive risk management system and establishes the Comprehensive 

                   no hcnarB eht fo tnemeganam roines rof ydob gnikam-noisiced eht si hcihw eettimmoC tnemeganaM ksiR

comprehensive risk management including credit risk, market risk, operational risk, liquidity risk, interestrate risk of 

banking book, country risk, reputation risk, strategic risk, concentration risk, legal risk, information technology risk 

reporting mechanism, and enhance the capacity for comprehensive risk management.



The Branch has integrated its main area of business into local commercial environment, and with the support from 

recorded the total assets of USD  the total  USD 822,400,793  annual net interest income USD
31,991,256 and net profit after tax USD 27,216,171 at the end  of 2018.

The Branch makes tremendous effort toward analyzing the market trend, positioning the high-end market and 

targeting the premium clients. The Branch also attempts to avoid the vicious competition within the industry by 

expanding its strength and mitigating the weakness, applies ICBC competitive advantages to the fullest extent such 

as in the domains of products, IT and capitals. The Branch tries to provide customers with the high quality services. 

localization and mainstreaming of corporate business.

In order to enhance training and development of employees, the Branch provides numerous training opportunities 

of various kinds to global employees of different levels and professions each year. Besides from distance video 

trainings and online university trainings, the Branch also arranges employees to join training programs within China 

on a regular basis integrate more into the group culture and further improve their professional expertise.

14

The Branch continually refined its internal control mechanism and actively improved its internal control management 

so as to make the internal control management more reasonable and effective. It systemically advanced the building 

    eht devorpmi ,slortnoc lanretni no tnemssessa rof serusaem eht desiver ,metsys lortnoc lanretni s’hcnarB eht fo

assessment indicator design and data access methods, and enhanced the application of assessment results. It paid 

heeds to the risks in hot and key businesses and conducted the verification of operational risk. While launching the 

“Year of Internal Control and Compliance”campaign, the Branch promoted the core philosophy of compliance 

culture that “compliance is the fundamental of responsibility of the entire staff to keep risks under control and ensure 

made them deeply rooted in the minds of its employees.

1,019,747,524 liabilities



Business Operation Target
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ICBC Limited Phnom Penh Branch has the mission of promoting the ICBC brand in Cambodia to the image of  a 
global leading bank with the best pro�tability, performance, and prestige. Under the general guide of  localization, 
integration and digitization the Branch shall adhere to the strategy of seeking progress while maintaining stability, 
formulate its development targets and strategies for 2019 as follows: 

    To grasp the core customers, and strive to boost the net pro�t. In 2019, the Branch shall select local key industrial 
projects, target on quality customers and projects with Chinese background, actively expand credit resource, 
tamping the basis of customer, improve the quality of customer and assets.

    To strengthen cooperation on syndicated facility and interbank business. The Branch will take advantage of 
linkage with other af�liates within ICBC Group, and tightly connected with local peers, seek opportunities on 
syndicated cooperation and obtain skill through practice, in order for cultivation of ability and summarization of 
experience.

      To improve the competitiveness of customers and deposits. Use the integrated services, consolidate and improve 
the advantages of deposits, and actively explore new models of driving personal deposits with corporate deposits 
and promoting the latter with the former to achieve all closed customer expansion and deposit increase in the entire 
chain. Meanwhile, the Branch will manage interest rate pricing, take a forward-looking response to the trend in 
market liquidity and interest rate, optimize deposit assessment, interest rate constraints, and tiered pricing mecha-
nisms, play a good role of active liability in expanding new customers and seizing new funds, strengthen the coordi-
nated development of volume and price.

Based on the previous endeavor in market exploration and the market opportunity under the promoting of “One 
Belt and One Road”, the Branch has laid foundations for long-term growth in local and cross-board business, and 
shall continue to make effort in expanding the high-end market and targeting the premium clients, exploring invest-
ment and infrastructure projects between Sino-Cambodia, serving Going-Out enterprises from China.
 The Branch formulates its development roadmap upon the following:

• Seeking the cooperation opportunities with the potential local clients who plays an important role in each
 sectors.

• Taking the opportunities of One-belt and One-road, gathering information and reserve all resource, facilitate      
 projects concerning One-belt and One-road locating in Cambodia, focusing on entities with strong Chinese   
 funded background and large scale projects concerning infrastructure, electricity generation, expressway, etc., 
 which will spur Cambodian economic development.

• Accelerating cooperation with Cambodian government including Ministry of Economics and Finance, Electricite 
 Du Cambodge, General Department of Taxation, seek opportunity to step in the commercial loan project related 
 to sovereign debt or government-led infrastructure. 
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Developing trade �nance business, choose target clients who have demands for cross-border trade, strengthen 
interaction and cooperation between domestic and overseas institutions, take the advantages of global networks for 
purpose of expansion of cross-border �nance.

 



Liquidity risk

FINANCIAL RISK MANAGEMENT POLICIES

The Branch has ensured a comprehensive risk management system in place, follows the principles including matching return 

with risk, internal check and balance with consideration as to efficiency, risk diversification, combination of quan i itative and 

qualitative analysis, dynamic adaptability adjustments and gradual improvement. Risk Management Committee  has been 

established and is responsible for liquidity risk, credit risk, market risk, operation risk, reputation risk, strategic  risk and other 

relevant types of risks potentially faced by the Branch. 

•

•

•
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The Branch focuses on strengthening the monitoring of liquidity indicators on a day-to-day basis, guarantees that the 
liquidity indicators meet the relevant requirement by NBC. In 2018, according to the Prakas No. B7-015-349 Prokor on 
Liquidity Coverage Ratio, requirement of LCR has been upgraded from 70% to present 80%, and subsequent 90% from 
June 2019. The gradual increasing indicator of LCR requires the Branch holding adequate stock of unencumbered liquid 
assets. The Branch expand the source of funds and appropriately increases the proportion of long term funds to ensure the 
Liquidity Coverage Ratio, adjust the term structure of assets and liabilities to meet the requirement by NBC. Thereby, the 
Branch enhances its capacity on multiple levels of liquidity management with primary measures as follows: 

Strengthen monitoring the liquidity target set by NBC with the joint effort of the Finance Institution Department,              
Marketing Department, Finance and Accounting Department and Risk Management Department. Under the normal 
state of operation and target pressure, the Branch should constantly meet its liquidity demand arising from demand 
assets, liabilities and off-balance sheet businesses and fulfill its outbound payment obligations so as to balance the 
benefits derived from and the security of the fund;

Proactively expand the sources to acquire fund, increase the numbers of the transaction counterparties within and 
external to the ICBC Group. The Branch should ensure an increase of the portion of comparatively long term borrow-
ings from other banks and financial institutions and the long term deposits from other banks and the  customers in 
order to ensure the LCR conforming with the regulations by NBC; 

Collect and assort in a timely manner the information about the total due balance of deposit, loan and other business-
es. The Branch should periodically analyze the status of liquidity risk potentially faced by it with a focus on the causes, 
and the trends, and thereby propose effective measures to mitigate the risks.

t



Credit (Counterparty) Risk

FINANCIAL RISK MANAGEMENT POLICIES

Assessing such a risk shall require an understanding of the customers’ ability and willingness to repay but also the 

understanding of the risks the specific customer faces and how well it could manage them. The Branch always 

addresses the following areas: all borrowers are to be rated in terms of risk using the most appropriate scorecard 

and allocated with a credit grade that expresses the best estimation of the probability of default over the next 12 

months. Scorecards will be developed, monitored as to predictive capabilities and updated regularly for the 

specific group of borrowers with similar risk characteristics.

Credit grades are to be updated to reflect the impact of updated or new information. The effective management 

of risk at individual or portfolio level requires that:

• each customer is allocated with a credit grade;

• credit grades are accurately assessed and represent a forward looking estimation of the probability of

default over the next 12 months; and

• credit grades are updated yearly.

The Risk Management  Committee also analysis and reviews the credit risk of the Branch regularly. The Committee 

follows the rules to discuss, review and make group decision pertinent to the issues, as well as the Cambodia 

country risk analysis and legal risk analysis.

The Branch follows the credit business management and requirement instructed by the headquarters to update 

ICBC Phnom Penh Credit Manual  yearly. In this manual, credit management system, procedures, credit rate and 

credit line, security, duration management, credit classification and all credit products have been included.

18

Credit limit are to be approved which represent highest risk limit by the Branch for conducting �nancing business 
for    corporate customers. Such credit limit shall be calculated through quantitative models and determined by 
qualitative risk analysis in accordance with the principle of substance over form, and to be updated annually on 
basis of customer’s �nancial performance, operation status, potential development, etc.

By following the proper instruction from the Headquarters suggestions, and by group decision at the local level, 
the Branch establishes the Branch Credit Review Committee and develops the regulations, scope of works and 
responsibilities to review and make group decision on allocation of customers’ credit grade, annual credit line and 
credit business. 



FINANCIAL RISK MANAGEMENT POLICIES

Market Risk

Market  risk is the risk of loss arising from adverse movement in the level of market prices, the two key components 

being foreign currency exchange risk and interest rate risk. In order to control  the market risk, the Branch 

matches the sensitivity of its assets and liabilities and appoints the related department to monitor the fluctuation of 

the interest rate and exchange rate every day.

The Risk Management  Committee should be responsible for the management of the market risk with its main duties 

and measures as follows:

• Strengthen the analysis and monitoring of the interest rate variation contingent upon interest rate market,

and enhance gap management of interest rate sensitivity;

• Strictly enforce the regulations made by Headquarters and NBC in respect of the limit of foreign exchange

exposure. The  Branch should endeavor to avoid the foreign exchange rate risks attributable to variation of

the foreign exchange rate, and mitigate the foreign exchange risks;

• The Branch should ensure an increase of the portion of comparatively long term borrowings from other

banks and financial institutions and the long term deposits from other banks and the customers in order to

ensure the stable source of fund inflow and lockdown the potential interest rate risks due to the timing

mismatch of assets and liabilities businesses.
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Operational Risk

 

Strategic Risk 

FINANCIAL RISK MANAGEMENT POLICIES

Operation risk is defined as the risk of loss resulting from insufficient or problematic internal procedures, employees 

and information technology systems or from external events. There are seven major types of operational risks includ-

ing internal fraud, external fraud, employment system and workplace safety, customers, products and business 

activities, damage to physical assets, IT system, execution and delivery and process management. 

The Branch continuously strengthens the operational risk control system of each business line, strenuously effects 

the risk management of internal and external frauds, reinforces compliance management, standardize compliance 

review processing flow. Three lines of defense have been established and work effectively:

• Each department forms as first line of defense of operational risk management, which assume direct responsibility

• Compliance Department is and Risk Management Department for operational risk of the Branch and assumes the duty

• Internal Audit Department is responsible for auditing and evaluating the operation of the operational risk management

 system, and forms the third line of defense.
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In 2018,the Branch actively conducts in-depth crackdown campaign to improve or update policies, procedures, 
systems and mechanisms and the  procedure-based hard control over key links  During the reporting period, the opera-
tional risk management system of the Branch operated smoothly and the operational risk wascontrollable on the 

The Branch has set up a development plan, target and implementation plan and related policy and �ow for  implemen-
tation. On the basis of strategy management, the Branch will give further consideration on potential problems in the 
strategic planning and implementation. The Branch attempts to accurately predict on the impact of these problems in 
order for well-around preparation. Throughout the management process, the Branch maintains the risk management, 
strategy plan and implementation scheme, with the centralized coordination to achieve the strategy goal and minimize 
the lost.

All the risk management’s reports shall be submitted on a quarterly basis, semiannually and at the end of year.  The 
said report will be submitted to the Headquarters after the approval from the risk management committee.

 for operational risk management in their own business line.

 of operating the second line of defense.



Statement by the management

Signed on behalf of the Branch:

Mr. Jing Jun

General Manager

Phnom Penh, Kingdom of Cambodia  

Date: 21-March-2019
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I, being the management of Industrial and Commercial Bank of China Limited Phnom Penh Branch(“the Branch”), do 

hereby state that in my opinion, the �nancial statements of the Branch set out on pages 26 to 52, present fairly, in all 

material respects, the �nancial position of the Branch as at 31 December 2018, and its �nancial performance and its 

cash �ows for the year then ended, in accordance with Cambodian Accounting Standards and the guidelines of the 

National Bank of Cambodia relating to the preparation and presentation of the �nancial statements.
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REPORT OF THE INDEPENDENT AUDITORS

Basis for Opinion

Responsibilities of Management and Those Charged with Governance for the 

Financial Statements.

Opinion

Auditors’ Responsibilities for the Audit of the Financial Statements

24

In our opinion, the accompanying �nancial statements present fairly, in all material respects, the �nancial position of the 

Branch as at 31 December 2018, and its �nancial performance and its cash �ows for the year then ended in accordance 

with Cambodian Accounting Standards and the guidelines of the National Bank of Cambodia relating to the preparation 

and presentation of the �nancial statements.

We conducted our audit in accordance with Cambodian International Standards on Auditing (“CISAs”). Our responsibili-

ties under those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial 

Statements section of our report. We are independent of the Branch in accordance with the ethical requirements that 

are relevant to our audit of the �nancial statements in Cambodia, and we have ful�lled our other ethical responsibilities 

in accordance with these requirements. We believe that the audit evidence we have obtained is suf�cient and appropri-

ate to provide a basis for our opinion.

Management is responsible for the preparation and fair presentation of the �nancial statements in accordance with 

Cambodian Accounting Standards and the guidelines of the National Bank of Cambodia relating to the preparation and 

presentation of �nancial statements, and for such internal control as management determines is necessary to enable the 

preparation of �nancial statements that are free from material misstatement, whether due to fraud or error.

In preparing the �nancial statements, management is responsible for assessing the Branch’s ability to continue as a 

going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of account-

ing unless management either intends to liquidate the Branch or to cease operations, or has no realistic alternative but 

to do so.

Those charged with governance are responsible for overseeing the Branch’s �nancial reporting process. 

Our objectives are to obtain reasonable assurance about whether the �nancial statements as a whole are free from 

material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reason-

able assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with CISAs will 

always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered 

material if, individually or in the aggregate, they could reasonably be expected to in�uence the economic decisions of 

users taken on the basis of these �nancial statements.

We have audited the �nancial statements of Industrial and Commercial Bank of China Limited Phnom Penh Branch (“the 

Branch”), which comprise the balance sheet as at 31 December 2018, the income statement, the statements of changes 

in equity and cash �ows for the year then ended, and notes, comprising signi�cant accounting policies and other explan-

atory information as set out on pages 26 to 52.
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KPMG Cambodia Ltd

Lim Chew Teng
Partner

Phnom Penh, Kingdom of Cambodia 

Date:  21-March-2019

REPORT OF THE INDEPENDENT AUDITORS

Auditors’ Responsibilities for the Audit of the Financial Statements (continued)

As part of an audit in accordance with CISAs, we exercise professional judgment and maintain professional skepti-

cism throughout the audit. We also:

•    Identify and assess the risks of material misstatement of the �nancial statements, whether due to fraud or error, 

design and perform audit procedures responsive to those risks, and obtain audit evidence that is suf�cient and appro-

priate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is 

higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresenta-

tions, or the override of internal control.

•    Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 

Branch’s internal control.

•   Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 

related disclosures made by management. 

•    Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on 

the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast 

signi�cant doubt on the Branch’s ability to continue as a going concern. If we conclude that a material uncertainty 

exists, we are required to draw attention in our auditors’ report to the related disclosures in the �nancial statements 

or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence 

obtained up to the date of our auditors’ report. However, future events or conditions may cause the Branch to cease 

to continue as a going concern.

•   Evaluate the overall presentation, structure and content of the �nancial statements, including the disclosures, and 

whether the �nancial statements represent the underlying transactions and events in a manner that achieves fair 

presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and 

timing of the audit and signi�cant audit �ndings, including any signi�cant de�ciencies in internal control that we 

identify during our audit.



BALANCE SHEET
AS AT 31 DECEMBER 2018

2018 2017

Note US$ KHR’000 US$ KHR’000

(Note 4) (Note 4) ASS ETS 

Cash on hand 
Deposits with the National 
 Bank of Cambodia 
Deposits and placements 
 with other banks 
Loans and advances 
 to customers 
Other assets 
P roperty and equipment 
Long term prepayments 
Deferred tax assets 

TOTAL ASS ETS   

LIABILITIES AND EQUITY 

Liabilities 

  
Equity 
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  2,638,330  10,600,810    2,814,542   11,362,306

5 167,072,483  671,297,237 212,959,171   859,716,173 

216,286,090  869,037,510 220,392,106   889,722,932 

  8,502,732    34,163,977    8,122,220   32,789,402  
   280,776   1,128,158    373,209   1,506,645 
   351,888   1,413,886    447,677   1,807,272
1,740,657    6,993,959 1,314,798   5,307,839

1,019,747,524  4,097,345,551    978,455,585   3,950,025,196

Deposits from other banks  127,653,181 512,910,481 136,977,652   552,978,781 
Deposits from customers  374,306,090   1,503,961,870 168,123,155   678,713,177 
Borrowings  276,535,295 1,111,118,815 466,899,710   1,884,874,129 
Subordinated debt 6 25,000,000 100,450,000 25,000,000   100,925,000 
Provision for income tax   7  6,759,558   27,159,904 5,200,259   20,993,446 
Other liabilities 8 12,146,669   48,805,316 6,124,249   24,723,592  
         

Total liabilities  822,400,793  3,304,406,386 808,325,025   3,263,208,125 
         

Head Office’s capital contribution 9 100,000,000 401,800,000 100,000,000   403,700,000 
Retained earnings  97,346,731   391,139,165 70,130,560   283,117,071 
         

Total equity   197,346,731  792,939,165 170,130,560   686,817,071 
         

TOTAL LIABILITIES AND EQUITY 1,019,747,524   4,097,345,551 978,455,585   3,950,025,196 
         



2018                                 2017 

Note   US$ KHR’000 US$ KHR’000
(Note 4) (Note 4) 

 
Interest income 
Interest expense 

Net inter est income 31,991,256   128,540,867 24,477,127      98,814,162  

Allowance for loan losses and  
 deposits and placements 
 with other banks (2,701,420) (10,854,306)   (2,552,074) (10,302,723)

  12,299,220    49,418,266     9,804,299    39,579,955
      (280,749)   (1,128,049)      (187,528)      (757,051)

12,018,471    48,290,217      9,616,771   38,822,904

    (86,819)    (348,839)      (72,812)      (293,942)
(5,109,253)       (20,528,979) (4,388,738) (17,717,336)
(163,824)   (658,245)   (109,649)     (442,653)

(1,800,958)   (7,236,249)   (1,509,323)    (6,093,136)

(7,160,854)  (28,772,312)    (6,080,522)   (24,547,067)

(6,931,282)  (27,849,891)    (5,202,449)   (21,002,287)

27,216,171    109,354,575  20,258,853    81,784,989

Net interest income after 
allowance for impairment losses

Fee  and commission income 
Fee  and commission expense 

Net fee and commission income 

Realised/Unrealised 
 foreign exchange losses 

Personnel expenses 
Depreciation 
Administrative and operating 

expenses 

Profit before income tax 34,147,453  137,204,466   25,461,302   102,787,276  

Income tax expense 

Net profit for the year 

         INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

10 47,598,334   191,250,106      38,896,529     157,025,288
  11 (15,607,078) (62,709,239) (14,419,402)     (58,211,126)
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29,289,836   117,686,561      21,925,053       88,511,439

he accompanying notes form an integral part of these financial statements. T
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STATEMENT OF CHANGES IN EQUITY 

 FOR THE YEAR ENDED 31 DECEMBER 2018

Head Office’s 
capital Retained 

contribution earnings Total 
US$ US$ US$

Balance as at 1 January 2017  50,000,000   49,871,707   99,871,707 
 
Additional capital contribution  50,000,000   -  50,000,000 

Net profit for the year  -  20,258,853   20,258,853 
       

Balance as at 31 December 2017  100,000,000  70,130,560   170,130,560 
       

(KHR’000 equivalents – Note 4)  403,700,000  283,117,071   686,817,071 
       
 

Balance as at 1 January 2018  100,000,000 70,130,560 170,130,560 
 
Net profit for the year  - 27,216,171 27,216,171 
       

Balance as at 31 December 2018  100,000,000   97,346,731   197,346,731 
       

(KHR’000 equivalents – Note 4)  401,800,000   391,139,165   792,939,165 
       

he accompanying notes form an integral part of these financial statements. T
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017

 

Net cash generated from/(used in)
operating activities (Note 

Cash flows from investing activities
Purchase of property and equipment
Long term prepayment

Net cash generated from/(used in)
investing activities

Cash flows from financing activities
Proceeds from borrowings

Repayments of borrowings
Proceeds from additional 

capital contribution
Net cash used in 

financing activities
Net decrease in cash 

and cash equivalents
Cash and cash equivalents at 

beginning of the year

Currency translation difference

Cash and cash equivalents at

end of the year (Note 13)
 

 

 

 

 

 
   
    US$ KHR’000 US$ KHR’000 
     (Note 4)  (Note 4) 
 

 
 12)   183,333,849   736,635,406 (223,816,087)  (903,545,544) 
            

 
  (71,391) (286,849) (312,575)  (1,261,865) 

  95,789   384,880 (447,677)  (1,807,272) 
            

 
    24,398   98,031 (760,252)  (3,069,137) 
            

 
 

2,910,421,983
 
11,694,075,528

 
4,428,664,343

 
17,878,517,953

 
 

(3,100,786,398)
 
(12,458,959,747)

 
(4,485,764,633)

 
(18,109,031,823)

 
 

   

-

 

-

 

50,000,000 

  

201,850,000

 
            

 
   (190,364,415) (764,884,219) (7,100,290)  (28,663,870) 
            

 
   (7,006,168)

  
(28,150,782)

 
(231,676,629)

  
(935,278,551)

 
 

 
   

133,815,571
 

540,213,460
 

365,492,200 
  

1,475,492,011
 

  
-
 

(2,542,496)
 

- 
- 

            

 
  126,809,403   509,520,182 133,815,571   540,213,460 
            

he accompanying notes form an integral part of these financial statements. T



NOTES TO FINANCIAL STATEMENTS  
FOR THE YEAR ENDED 31 DECEMBER 2018

1. REPORTING ENTITY

2. BASIS OF PREPARATION

(a)  Statement of compliance

(b)  Basis of measurement

(c)  Functional and presentation currency

The financial statements of the Branch have been prepared on the historical cost basis.

Industrial and Commercial Bank of China Limited Phnom Penh Branch (“the Branch”) is a branch of Industrial 

and Commercial Bank of China Limited (“Head Of�ce”) incorporated in People Republic of China. The Branch 

was established in the Kingdom of Cambodia with the Ministry of Commerce under the Registration No. Co. 

0049 Br/2011 dated 29 July 2011. On 12 April 2016, the Branch obtained the Re-Registration No. 00005760 

from the Ministry of Commerce. The Branch obtained a license from the National Bank of Cambodia (“NBC”) 

to operate as a commercial bank branch with effect from 8 November 2011 and of�cially commenced its 

operations on 1 December 2011.

The principal activities of the Branch comprise the operations of core banking businesses and the provision of 

related �nancial services in Cambodia.

The registered of�ce of the Branch is currently located at No.19 & 20, Exchange Square, Street 106, Phum 2, 

Sangkat Wat Phnom, Khan Daun Penh, Phnom Penh, Cambodia

As at 31 December 2018, the Branch had 75 employees (31 December 2017: 64 employees). 

The �nancial statements have been prepared in accordance with Cambodian Accounting Standards (“CASs”) 

and the guidelines of the National Bank of Cambodia (“NBC”) relating to the preparation and presentation of 

�nancial statements.

The �nancial statements of the Branch were authorized for issue by the management on 21 March 2019.

The national currency of Cambodia is the Khmer Riel (“KHR”). However, as the Branch transacts and maintains 

its accounting records primarily in United States Dollars (“US$”), management has determined the US$ to be 

the Branch’s functional and presentation currency as it re�ects the economic substance of the underlying 

events and circumstances of the Branch.

The �nancial statements are presented in US$, which is the Branch’s functional currency. All amounts have 

been rounded to the nearest dollars, unless otherwise indicated.  

30
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2. BASIS OF PREPARATION (continued)

(d)  Use of estimates and judgments

3.   SIGNIFICANT ACCOUNTING POLICIES

(a)  Foreign currency transactions

(e) New financial reporting framework

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

 

The preparation of the �nancial statements requires management to make judgments, estimates and assump-

tions that affect the application of accounting policies and the reported amounts of assets, liabilities, and 

income and expenses.  Actual results may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are 

recognized in the year in which the estimates are revised and in any future periods affected.

Key accounting estimates and judgements applied in the preparation of �nancial statements include estimates 

of recoverable amount for loans and advances which have a separate accounting policy stated in Note 3(e).

On 28 August 2009, the National Accounting Council of the Ministry of Economy and Finance (“the National 

Accounting Council” or “NAC”) announced the adoption of Cambodian International Financial Reporting 

Standards (“CIFRS”) which are based on all standards issued by the International Accounting Standard Board 

(“IASB”), including the related interpretations and amendments. Public accountable entities are required to 

prepare their �nancial statements in accordance with CIFRS for accounting period beginning on or after 1 

January 2012. 

Circular 058 MoEF.NAC dated 24 March 2016 issued by the National Accounting Council of the Ministry of 

Economy and Finance allowed banks and relevant �nancial institutions to further delay adoption of CIFRS until 

periods beginning on or after 1 January 2019.

The following signi�cant accounting policies have been adopted by the Branch in the preparation of these 

�nancial statements.  These policies have been consistently applied to all the years presented, unless otherwise 

stated.

Transactions in foreign currencies are translated into US$ at the exchange rates ruling at the dates of the transac-

tions.  Monetary assets and liabilities denominated in currencies other than US$ at the reporting date are 

translated into US$ at the rates of exchange ruling at that date.  Forward exchange contract denominated in 

currencies other than US$ at the reporting date are translated into US$ at the balance sheet date. Exchange 

differences arising on translation are recognized in the income statement.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

 (b) Financial instruments 

(e)  Allowance for bad and doubtful loans and advances

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

The Branch’s �nancial assets and liabilities include cash and cash equivalents, originated loans and receiv-

ables, deposits, and other receivables and payables.  The accounting policies for the recognition and 

measurement of these items are disclosed in the respective accounting policies.

 (c) Cash and cash equivalents
Cash and cash equivalents consist of cash and bank balances, unrestricted cash balances with NBC, 

demand deposits with other �nancial institutions, and short-term highly liquid investments with original 

maturities of three months or less when purchased, and that are readily convertible to known amounts of 

cash and subject to an insigni�cant risk of changes in value.

(d)  Loans and advances

Loans and advances are stated in the balance sheet at the amount of principal outstanding less any 

amounts written off, and allowance for speci�c and general provisions.

In compliance with NBC Guidelines, all loans and advances are classi�ed according to the repayment capaci-

ty of the counterparty. This repayment capacity is assessed through past payment experience, �nancial 

condition of the borrower, business prospective and cash �ow projections, borrowers’ ability and willing-

ness to repay, �nancial environment, and quality of documentation. 

In addition to the above qualitative information, number of days past due is taken into account

Prior to 1 January 2018, the allowance for bad and doubtful loans and advances were calculated as below:

Classification                          Number of days past due                                   Allowance rate

Normal/Standard               <30 days    1%

Special mention            ≥ 30 days – 89 days    3%

Substandard          ≥ 90 days – 179 days    20%

Doubtful        ≥ 180 days – 359 days    50%

Loss                 360 days or more    100%



3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)  Other credit related commitments

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

From 1 January 2018, the allowance for bad and doubtful loans and advances were revised as below:

The Branch followed the mandatory loan classi�cation and provisioning as required by the National Bank 

of Cambodia’s Prakas No.B7-017-344 dated 1 December 2017 and Circular No. B7-018-001 Sor Ror Chor 

Nor dated 16 February 2018 on credit risk classi�cation and provision on impairment for banks and 

�nancial institutions. Loans and advances, other �nancial products and off balance sheet �nancial commit-

ments are classi�ed into �ve classi�cations and the regulatory provision is made depending on the classi�-

cation concerned, regardless of the assets (except cash) pledged as collateral, unless other information is 

available to indicate worsening. 

The change in the credit risk grading and provisioning is applied prospectively and the effect of this 

change does not signi�cantly impact the allowance for bad and doubtful loans and advances for the year 

ended 31 December 2018 as majority of the loans and advances to the customers are classi�ed as 

standard loans. 

An uncollectible loan or portion of a loan classi�ed as bad is written off after taking into consideration the 

realisable value of the collateral, if any, when in the judgement of the management there is no prospect of 

recovery. 

Recoveries on loans previously written off and reversals of previous allowances are disclosed separately 

together with the net movement in the allowance for losses on loans and advances in the income 

statement.

In the normal course of business, the Branch enters into other credit related commitments including loan 

commitments, letters of credit and guarantees. The accounting policy and regulatory provision followed 

the National Bank of Cambodia’s Prakas No. B7-017-344 and Circular No. B7-018-001 SorRorChorNor are 

stated in Note 3(e).

 

Provision for off balance sheet commitments are presented as a separate liability line item.

Classification                      Number of days past due   Allowance rate
Short-term loans (less than or equal one year):
Normal/standard       ≤14 days     1%

Special mention      15 days – 30 days     3%

Substandard      31 days – 60 days     20%

Doubtful       61 days – 90 days     50%

Loss                      ≥ 91 days     100%

Long-term loans (more than one year):
Normal/standard                     <30 days     1%

Special mention                   ≥ 30 days    – days     3%

Substandard              ≥ 90 days  – 179 days     20%

Doubtful              ≥ 180 days – 359 days     50%

Loss                  More than 359 days     100%
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(g)  Interest in suspense

(h)  Deposits and placements with other banks and the National Bank of Cambodia

(i)   Other assets

(j)   Statutory deposits

(k)  Property and equipment 

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

-

Interest in suspense represents interest on non-performing loans and advances, that is recorded as a 

provision rather than income until it is realised on a cash basis.

Interest in suspense is disclosed as a deduction from interest receivables.

Deposits and placements with other banks and the NBC are stated at costless impairment for any uncollect-

able amounts.

Other assets are stated at the lower of cost and estimated realisable value. An estimate is made for doubtful 

receivables based on a review of outstanding amounts at the reporting date.

Statutory deposits are maintained with the NBC in compliance with the Cambodian Law on Banking and 

Financial Institutions and are determined by de�ned percentages of minimum share capital and customers’ 

deposits as required by the NBC.

(i)    Items of property and equipment are stated at cost less accumulated depreciation and accumulated 

impairment losses.  Where an item of property and equipment comprises major components having 

different useful lives, the components are accounted for as separate items of property and equipment.

(ii) Depreciation of property and equipment is charged to the income statement on a straight line method 

over the useful lives of the individual assets as follows: 

 Furniture and equipment    3 to 5 years

 Computer equipment            3 years

 Motor vehicles             5 years

(iii)   Subsequent expenditure relating to an item of property and equipment that has already been 

recognised is added to the carrying amount of the asset when it is probable that future economic bene�ts, 

in excess of the originally assessed standard of performance of the existing asset, will �ow to the Branch.  All 

other subsequent expenditure is recognised as an expense in the year in which it is incurred.

(iv) Gains or losses arising from the retirement or disposal of an item of property and equipment are 

determined as the difference between the net disposal proceeds and the carrying amount of the assets and 

are recognised in the income statement on the date of retirement or disposal. 
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(k)  Property and equipment (continued)

(l)  Impairment of assets

(i)  Financial assets

(ii)  Non-financial assets 

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

(v)  Fully depreciated property and equipment are retained in the �nancial statements until disposed of or written off.

A �nancial asset is assessed at each reporting date to determine whether there is any objective evidence that it is 

impaired.  A �nancial asset is considered to be impaired if objective evidence indicates that one or more events 

have had a negative effect on the estimate future cash �ows of that asset.  This does not apply to loans and advanc-

es which has a separate accounting policy stated in Note 3(e).

An impairment loss in respect of a �nancial asset is calculated as the difference between its carrying amount, and 

the present value of the estimated future cash �ows discounted at the original effective interest rate. 

Individually signi�cant �nancial assets are tested for impairment on an individual basis.  The remaining �nancial 

assets are assessed collectively in groups that share similar credit risk characteristics.

All impairment losses are recognised in the income statement.

An impairment loss is reversed through the income statement if the reversal can be related objectively to an event 

occurring after the impairment loss was recognised.

The carrying amounts of the non-�nancial assets (other than deferred tax asset) are reviewed at each reporting 

date to determine whether there is any indication of impairment.  If any such indication exists, the asset’s recover-

able amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less 

cost to sell.  In assessing value in use, the estimated future cash �ows are discounted to their present value using 

a pre-tax discount rate that re�ects current market assessments of the time value of money and the risks speci�c 

to the asset.  For the purpose of impairment testing, assets are grouped together into the smallest group of assets 

that generates cash in�ows from continuing use that are largely independent of the cash in�ows of other assets 

or groups of assets (the “cash-generating unit”).
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(l) Impairment of assets (continued)

(m) Deposits from customers and other banks

(n)  Borrowings

(o)  Subordinated debt

(p) Other liabilities 

(q) Provisions

(r) Income recognition 

(ii) Non-financial assets (continued)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its 

estimated recoverable amount.  Impairment losses are recognised in the income statement.

Deposits from customers and other banks are stated at cost.

Borrowings are stated at cost.

Subordinated debt is treated as part of the liabilities and included in the Branch’s net worth computation 

under the NBC’s guidelines and stated at cost.

Other liabilities are stated at cost. 

Provisions are recognised in the balance sheet when the Branch has a present legal or constructive obligation 

as a result of a past event, and it is probable that an out�ow of resources embodying economic bene�ts will 

be required to settle the obligation.  If the effect is material, provisions are determined by discounting the 

expected future cash �ows at a pre-tax rate that re�ects current market assessments of the time value of 

money and, where appropriate, the risks speci�c to the liability.

Interest income on performing loans and advances are recognised on a daily accrual basis. Interest on non-per-

forming loans is recorded as interest in suspense rather than income until it is realised on a cash basis.

income from the various activities of the Branch is accrued using the following Basis:
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3.   SIGNIFICANT ACCOUNTING POLICIES (continued)
(r)  Income recognition (continued)

(s)  Interest expense

(t)  Employee benefits

(u) Operating leases

(v) Income tax

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

•  Loan arrangement fees and commissions on services and facilities are recognised at the time the services and 

facilities provided;

• Commitment fees and guarantee fees on services and facilities extended to customers are recognised on the 

occurrence of such transactions and

•  Service charges and processing fees are recognised when the service is provided; 

Interest expense on deposits and borrowings is recognised on a daily accrual basis

Employee bene�ts are expensed as the related service is provided. A liability is recognised for the amount expect-

ed to be paid if the Company has a present legal or constructive obligation to pay this amount as a result of 

past service provided by the employee, and the obligation can be estimated reliably.

Payments made under operating leases are recognised in the income statement on a straight-line basis over the 

term of the lease.  Lease commitments are not recognised as liabilities until the obligation to pay becomes due.

Income tax on the pro�t or loss for the year comprises current and deferred tax. Income tax is recognised in the 

income statement except to the extent that it relates to items recognised directly to equity, in which case it is 

recognised in equity.

Current tax is the expected tax payable on the taxable income for the year using tax rates enacted or substantial-

ly enacted at the balance sheet date, and any adjustments to tax payable in respect of previous years.

(w) Related parties

Deferred tax is provided using the balance sheet method, providing for temporary differences between the 

carrying amounts of assets and liabilities for �nancial reporting purposes and the amounts used for taxation 

purposes.  The amount of deferred tax provided is based on the expected manner of realisation or settlement 

of the carrying amount of assets and liabilities, using tax rates enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable pro�ts will be 

available against which the asset can be utilised.  Deferred tax assets are reviewed at each reporting date and 

are reduced to the extent that it is no longer probable that the related tax bene�t will be realised. 

Parties are considered to be related if the Branch has the ability, directly or indirectly, to control the other party 

or exercise signi�cant in�uence over the other party in making �nancial and operating decisions or vice-versa, 

or where the Branch and the party are subject to common control or signi�cant in�uence.  Related parties may 

be individuals or corporate entities and include close family members of any individual considered to be a 

related party.

Under the Cambodian Law on Banking and Financial Institutions, related parties include individuals who hold, 

directly or indirectly a minimum of 10% of the capital of the Branch or voting rights therefore, or who partici-

pates in the administration, direction, management, or the design and implementation of the internal controls 

of the Branch.
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5.   DEPOSITS WITH THE NATIONAL BANK OF CAMBODIA
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      2018    2017
            US$                        KHR’000 US$  KHR’000
                 (Note 4)   (Note 4)

 Statutory deposits:

 Capital guarantee  (a) 10,000,000   40,180,000  10,000,000    40,370,000

 Reserve requirement  (b) 86,037,500 345,698,675 94,350,248   380,891,951

        

     96,037,500 385,878,675     104,350,248  421,261,951

 Current accounts (Note 13) 52,759,443 211,987,442 87,666,219  353,908,526

 Fixed deposits * (Note 13)  18,275,540   73,431,120 20,942,704    84,545,696

        

     71,034,983 285,418,562         108,608,923   438,454,222

        

               167,072,483   671,297,237        212,959,171  859,716,173  

        

The �nancial statements are stated in United States Dollars.  The translations of United States Dollars amounts 

into Khmer Riel are included solely for the compliance with the guidelines issued by the NBC regarding the 

preparation and presentation of �nancial statements and have been made using the prescribed of�cial 

exchange rate of US$1 to KHR4,018 (2017: US$1 to KHR4,037) published by the NBC on 31 December 2018.  

These convenience translations should not be construed as representations that the United States Dollars 

amounts have been, could have been, or could in the future be, converted into Khmer Riel at this or any other 

rate of exchange.

*       Fixed deposits have maturity of less than three months and earn interest at the rate of US$: 0.76% and KHR: 

0.92% (2017: US$:0.66% to 1.01%, KHR: 0.75%) per annum. 



5. DEPOSITS WITH NATIONAL BANK OF CAMBODIA (continued)

6.   SUBORDINATED DEBT

(a) Capital guarantee

7. INCOME TAX
(a) Provision for income tex

(b)  Reserve requirement
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Under NBC Prakas No B7-01-136 dated 15 October 2001, banks are required to maintain a statutory deposit 

of 10% of registered capital with the NBC.  This deposit is not available for use in the Branch’s day-to-day opera-

tions but is refundable when the Branch voluntarily ceases to operate the business in Cambodia. This capital 

guarantee earns interest at the rate of 0.46% to 0.62% (2017: 0.32% to 0.36%) per annum.

The reserve requirement represents the minimum reserve which is calculated at 8% for KHR and 12.50% for 

other currencies of the total amount of deposits from customers, non-residential banks and �nancial institution 

deposits, and non-residential borrowings. Pursuant to the National Bank of Cambodia’s Prakas No. B7-018-282 

on the maintenance of reserve requirement against commercial banks' deposits and borrowings, reserve 

requirements both in KHR and in other currencies bear no interest effective from the signing date of 29 August 

2018.

Subordinated debt represents borrowing from Industrial and Commercial Bank of China Limited, Head Of�ce.  

The subordinated debt has no collateral, bears interest at a rate of 6 months LIBOR plus 130 basic points and 

will mature in 2024. This was approved by the NBC on 17 January 2014.



7. INCOME TAX (continued)
(b) Income tax expense





12. NET CASH GENERATED FROM/ (USED IN) OPERATING ACTIVITIES
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Net cash generated from/(used in)
operating activities 



13. CASH AND CASH EQUIVALENTS

14.  COMMITMENTS AND CONTINGENT LIABILITIES

15. FINANCIAL RISK MANAGEMENT
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The Branch also ensures that there is a clear segregation of duties between loan originators, evaluators and 

approving authorities.

At 31 December, the Branch had the contractual amounts of the Branch’s off-balance sheet �nancial instru-

ments that commit it to extend the credit to its customers as follows:

Loan commitment, guarantee and other financial liabilities

(a) Credit risk

(i) Credit risk measurement



(ii)  Risk limit control and mitigation policies

(iii) Exposure to credit risk

15. FINANCIAL RISK MANAGEMENT (continued)
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The Branch operates and provides loans and advances to individuals or enterprises within the Kingdom of 

Cambodia. The Branch manages limits and controls the concentration of credit risk whenever it is identi�ed. 

Large exposure is de�ned by the NBC as overall credit exposure to any single bene�ciary which exceeds 10% 

of the Branch’s net worth.

The Branch is required, under the conditions of NBC Prakas No. B7-06-226, to maintain at all times a maximum 

ratio of 20% between the Branch’s overall credit exposure to any single bene�ciary and the Branch’s net worth. 

The aggregation of large credit exposure must not exceed 300% of the Branch’s net worth. 

The Branch employs a range of policies and practices to mitigate credit risk. The most traditional of these is the 

taking of security in the form of collateral for loans and advances to customers, which is a common practice. 

The Bank implements guidelines on the acceptability of speci�c classes of collateral or credit risk mitigation. The 

principal collateral types to secure for loans and advances to customers are:

• Mortgages over residential properties (land, building and other properties);

• Charges over business assets such as land and buildings; and

• Cash in the form of margin deposits.

Neither past due nor impaired
Loans to customers neither past due nor impaired are good quality loans to customers for which no experience 

of default. These loans are supported by bank guarantee and management views that likelihood of default is 

relatively low.

629,083,357
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      (a) Credit risk (continued)

15. FINANCIAL RISK MANAGEMENT (continued)
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Past due but not impaired 

Loans past due up to special mention are not considered impaired, unless other information is available to 

indicate the contrary. 

Impaired loans and advances 

Individually impaired loans and advances are loans and advances for which the Branch determines that there is 

objective evidence of impairment and it does not expect to collect all principal and interest due according to 

the contractual terms of the loans and advances.  In accordance with Prakas No. B7-017-344 dated 1 December 

2017 and on credit risk classi�cation and provision on impairment, loans and advances past due from substan-

dard are considered impaired. Refer to separate accounting policy stated in Note 3(e).

Loans with renegotiated terms/restructured loans

Loans with renegotiated terms are loans that have been rescheduled or re�nanced in accordance with an agree-

ment setting forth a new repayment schedule on a periodic basis occasioned by weaknesses in the borrower’s 

�nancial condition and/or inability to repay the loan as originally agreed.  Loans to be restructured are analysed 

on the basis of the business prospects and repayment capacity of the borrower according to new cash �ow 

projections supported by updated business perspectives and overall market conditions being based on realistic 

and prudent assumptions.

Once the loan is restructured it remains in the same category independent of satisfactory performance after 

restructuring.  The classi�cation is not improved unless there are no arrears in repayment of principal and 

interest within 3 instalment periods and within a period of not less than 3 months.

Write-off policy

In compliance with NBC Guidelines, the Branch shall remove a loan/advance or a portion of a loan from its 

balance sheet when the Branch loses control of the contractual rights over the loan or when all or part of a loan 

is deemed uncollectible; or there is no realistic prospect of recovery.

Collateral
During the year, the Branch took no repossession of collateral held as security.
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(b) Market risk (continued)

15. FINANCIAL RISK MANAGEMENT (continued)

(ii) Interest rate risk (continued)

(i) Liquidity risk management process

(ii) Funding approach

(iii) Non-derivative cash flows

(c) Liquidity risk
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Liquidity risk is the risk that the Branch is unable to meet its obligation when they fall due as a result of custom-

er deposits being withdrawn, cash requirements from contractual commitments, or other cash out�ows.

The management monitors balance sheet liquidity and manages the concentration and pro�le of debt matur-

ities as well as the movements of main depositors and projection of their withdrawals.

The Branch’s main sources of funding are from the Branch’s paid-up capital deposits from banks and customers 

and borrowings.  The sources of funding are reviewed daily through management’s review of maturity pro�le 

of �xed deposits.

The table below presents the cash �ows arising from non-derivative �nancial assets and liabilities by remaining 

contractual maturities as at the balance sheet date.  The amounts disclosed in the table are the contractual cash 

�ows, excluding expected interest, whereas the Branch manages the inherent liquidity risk based on expected 

undiscounted cash �ows.
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(i)   Regulatory capital

(ii)  Capital allocation 

(d)  Capital management (continued)

15. FINANCIAL RISK MANAGEMENT (continued)
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16. FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

The Branch’s objectives when managing capital, which is a broader concept than the ‘equity’ on the face of the 

balance sheet, are:

•    To comply with the capital requirements set by the NBC;

•    To safeguard the Branch’s ability to continue as a going concern so that it can continue to provide returns 

for shareholders and bene�ts for other stakeholders; and

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

The Branch’s policy is to maintain a strong capital base so as to maintain market con�dence and to sustain 

further development of the business.  The impact of the level of capital on shareholders’ return is also 

recognised and the Branch recognised the need to maintain a balance between the higher returns that might 

be possible with greater gearing and advantages and security afforded by a sound capital position.  

The allocation of capital between speci�c operations and activities is, to a large extent, driven by optimisation 

of the return achieved on the capital allocated.  The amount of capital allocated to each operation or activity 

is based primarily upon the regulatory capital.

Fair value represents the amount at which an asset could be exchanged or a liability settled on an arms-length 

basis.  As veri�able market prices are not available, market prices are not available for a signi�cant proportion of 

the Branch’s �nancial assets and liabilities.  Fair values, therefore, have been based on management assumptions 

according to the pro�le of the asset and liability base.  In the opinion of the management, the carrying amounts 

of the �nancial assets and liabilities included in the balance sheet are a reasonable estimation of their fair values.
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