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   31 December 2022   31 December 2021  
 Note   �.�+�5�¶������   US$   �.�+�5�¶������   US$  
        
ASSETS           
Cash on hand  4  120,960,981   29,380,855   119,262,869   29,274,146  
Balances with the NBC  5  242,327,781   58,860,282   241,983,989   59,397,150  
Balances with other banks  6  180,986,348   43,960,735   59,637,718   14,638,615  
Loans to customers  7  2,273,624,742   552,252,791   1,904,483,084   467,472,529  
Property and equipment  8  14,746,749   3,581,916   14,132,065   3,468,843  
Intangible assets  9  7,597,718   1,845,450   9,258,447   2,272,569  
Right -of -use assets  10   28,985,002   7,040,321   29,024,705   7,124,375  
Deferred tax assets  14   21,178,347   5,144,121   17,839,753   4,378,928  
Other assets  11   33,577,257   8,155,759   16,687,037   4,095,984  
          
TOTAL ASSETS    2,923,984,925   710,222,230   2,412,309,667   592,123,139  

          
LIABILITIES AND EQUITY           
LIABILITIES           
Deposits from customers  12   1,012,542,012   245,941,708   974,767,850   239,265,550  
Deposits from other 

financial institutions  13   37,205,881   9,037,134   50,508,292   12,397,715  
Current tax liabilities  14   11,768,961   2,858,625   10,830,750   2,658,505  
Lease liabilities  15   28,771,782   6,988,531   28,515,587   6,999,408  
Borrowings  16   1,235,311,746   300,051,432   892,443,742   219,058,356  
Subordinated debts  17   26,943,629   6,544,481   36,711,957   9,011,281  
Provision for employee 

benefits obligations  19  26,679,531   6,480,333   21,409,513   5,255,158  
Other liabilities  20   28,924,592   7,025,648   20,616,848   5,060,591  
          
TOTAL LIABILITIES    2,408,148,134   584,927,892   2,035,804,539   499,706,564  
          
EQUITY           
Share capital  21   273,662,450   66,471,326   181,974,950   44,667,391  
Share premium  22   22,425,355   5,447,014   22,425,355   5,504,505  
Reserves  23   72,000,000   17,488,462   96,011,603   23,566,913  
Retained earnings    147,748,986   35,887,536   76,093,220   18,677,766  
          
TOTAL EQUITY    515,836,791   125,294,338   376,505,128   92,416,575  
          
TOTAL LIABILITIES AND 

EQUITY    2,923,984,925   710,222,230   2,412,309,667   592,123,139  

  
 
 
 
 
 
 
 
The accompanying notes from pages 13  to 87 form  an integral part of these financial statements.  
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Year ended  

31 December 2022   
Year ended  

31 December 2021  
 Note   �.�+�5�¶������   US$   �.�+�5�¶������   US$  
          
Interest income  24   418,197,180   102,323,753     341,987,315     84,067,678  
Interest expense  25   (128,594,213)   (31,464,207)   (101,794,968)   (25,023,345)  
          
Net interest income    289,602,967   70,859,546     240,192,347     59,044,333  
          
Fee and commission 

expense  26   (18,121,425)   (4,433,919)   (17,410,351)   (4,279,831)  
Other income  27   33,846,158   8,281,419     25,456,143     6,257,656  
          
Total operating income    305,327,700   74,707,046   248,238,139   61,022,158  
          
Grant income  28   -   -     741,547     182,288  
Personnel expenses  29   (120,304,383)   (29,435,866)   (109,012,668)   (26,797,608)  
Depreciation and 

amortisation  30   (17,548,828)   (4,293,816)   (16,601,899)   (4,081,096)  
Other operating expenses  31   (47,590,044)   (11,644,249)   (41,226,174)   (10,134,261)  
Net impairment loss on 

financial instruments  32   (59,490,765)   (14,556,096)   (31,186,596)   (7,666,322)  
Other gains or losses  33   (85,467)   (20,912)     627,230     154,186  

          
Profit before income tax    60,308,213   14,756,107     51,579,579    12,679,345  
          
Income tax expense  14   (12,664,050)   (3,098,618)   (11,169,962)   (2,745,811)  
          
Net profit for the year    47,644,163   11,657,489     40,409,617     9,933,534  

          
Other comprehensive 

income:           
Items that will not reclassify 

to profit or loss           
Currency translation 

differences    -   (1,050,190 )   -   (565,958)  
   -   (1,050,190 )   -   (565,958)  
Total comprehensive 

income for the year    47,644,163   10,607, 299   40,409,617     9,367,576  

          
          
Profit attributable to owners 

of the Company    47,644,163   11,657,489   40,409,617     9,933,534  

          
          
Total comprehensive income 

attributable to owners of 
the Company    47,644,163   10,607, 299   40,409,617     9,367,576  

 
 
 
The accompanying notes from pages 13  to  87 form  an integral part of these financial statements.  
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The acco mpanying notes from pages 13  to 87 form  an integral part of these financial statements.  

 Share capital   
Share 

premium   Reserves   
Retained 
earnings   Total   Total  

 KHR'000   KHR'000   KHR'000   KHR'000   KHR'000   US$  
 

       
  

 
 

Year ended 31 December 2022             
Balance as at 1 January 2022  181,974,950   22,425,355   96,011,603   76,093,220   376,505,128   92,416,575  
Net profit for the year  -   -   -   47,644 ,163   47,644 ,163   11, 657 ,489  
Issuance of new share capital  91,687,500   -   -   -   91,687,500   22,270,464  
Transfer from  reserves  -   -   (2 4,011 ,603 )   24,011 ,603   -   -  
Currency translation difference s -   -   -   -   -   (1,05 0,190 )  

                  
Balance as at 31 December 2022  273,662,450   22,425,355   72,0 00 ,000   14 7,748 ,986   51 5,836 ,791   125, 294 ,338  

US$ equivalent  66,471,326   5,447,014   17, 488 ,462   35,887 ,536   125, 294 ,338    

            
Year ended 31 December 2021             
Balance as at 1 January 2021   159,174,950    22,425,355    23,372,788    108,322,418    313,295,511    77,452,534  
Net profit for the year   -     -     -     40,409,617    40,409,617    9,933,534  
Issuance of new share capital   22,800,000    -     -     -     22,800,000    5,596,465  
Transfer to reserves   -       72,638,815   (72,638,815)    -     -   
Currency translation difference s  -     -     -     -     -    (565,958)  
                  
Balance as at 31 December 2021   181,974,950    22,425,355    96,011,603    76,093,220    376,505,128    92,416,575  

US$ equiva lent   44,667,391    5,504,505    23,566,913    18,677,766    92,416,575   
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Year ended  

31 December 2022   
Year ended  

31 December 2021  
 Note   �.�+�5�¶������   US$   �.�+�5�¶������   US$  
        
Cash flows from operating activities           
Profit before income tax    60,308,213   14,756,107   51,579,579   12,679,345  
Adjustments for:           
Depreciation and amortisation  30   17,548,828   4,293,816   16,601,899   4,081,096  
Net impairment loss on financial instruments  32   59,490,765   14, 556 ,096   31,186,596   7,666,322  
Increase in provision for employee benefit obligations    3,696,973   904,569   4,244,440   1,043,373  
Net gain from other financial instruments at FVTPL    (94,200)   (23,049)   (100,813)   (24,782)  
Loss on disposal of property and equipment    24,839   6,078   63,140   15,521  
Loss on disposal of intangible assets    61,595   15,071   -   -  
Gain on disposal of property and equipment    (967)   (237)   (690,370)   (169,707)  
Foreign exchange difference on borrowings    3,185,51 3  779,42 6  (3,476,272)   (854,541)  
Interest income  24   (418,197,180)   (102,323,753)   (341,987,315)   (84,067,678)  
Interest expense  25   128,594,213   31,464,207   101,794,968   25,023,345  
   (145,381,408)   (35,571,669)   (140,784,148)   (34,607,706)  
Changes in working capital:           
Balances with the NBC    (14,977,215)   (3,664,599)   29,483,614   7,247,693  
Balances pledged as security with other banks    (70,548,000)   (17,261,561)   (32,737,001)   (8,047,444)  
Loans to customers      (429,933,945)   (105,195,484)   (493,387,805)   (121,285,104)  
Other assets    (19,275,56 1)   (4,716,310)   (4,283,307)   (1,052,927)  
Deposits from customers    37,145,984   9,088,814   125,174,412   30,770,504  
Deposits from banks and other financial institutions    (13,902,935)   (3,401,746)   50,119,141   12,320,339  
Other liabilities    8,703,315   2,129,512   4,837,137   1,189,07 1 
Cash used in operations    (648,169,765)   (158,593,04 3)   (461,577,957)   (113,465,574 )  
          
Interest received    420,474,798   102,881,037   345,035,664   84,817,027  
Interest paid    (130,029,233)   (31,815,325)   (101,455,349)   (24,939,860)  
Income tax paid  14   (15,064,43 2)   (3,685,939)   (12,074,641)   (2,968,201)  
Net cash used in operating activities    (372,788,632)   (91,213,27 0)   (230,072,283)   (56,556,608)  
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Year ended  

31 December 2022   
Year ended  

31 December 2021  
 Note   �.�+�5�¶������   US$   �.�+�5�¶������   US$  
          
Cash flows from investing activities           
Purchases of property and equipment  8  (6,201,091)   (1,506,216)   (5,746,748)   (1,410,591)  
Purchases of intangible assets  9  (2,169,571)   (526,979)   (1,621,915)   (398,114)  
Proceeds from disposal of property and equipment    48,989   11,899   2,172,806   533,335  
Net cash used in investing activities    (8,321,673)   (2,021,296)   (5,195,857)   (1,275,370)  
          
Cash flows from financing activities           
Proceeds from borrowings    746,804,406   181,395,289    559,917,824   137,436,874  
Repayments of borrowings    (402,772,677)   (97,831,595)   (284,561,080 )   (69,848,080)  
Proceeds from subordinated debt    -   -    28,518,000    7,000,000  
Repayments of subordinated debts    (9,880 ,800)   (2,400,000)   (8,924,400)   (2,190,574)  
Payments of leases  10   (8,272,050)   (2,009,242)   (7,926,382)   (1,945,602)  
Proceed s from issuance of new share capital    91,687,500   22,270,464    22,800,000    5,596,465  
Net cash from financing activities    417,566,379   101,424,916    309,823,962    76,049,083  

          
Net increase in cash and cash equivalents    36,456,074   8,190,3 50    74,555,822    18,217,105  

Cash and cash equivalents at the beginning of the year    273,159,854   67,049,547    198,604,032    49,098,648  
Currency translation differences    -   (35,63 9)    -    (266,206)  

              
Cash and cash equivalents at the end of the year  34   309,615,928   75,204,258    273,159,854    67,049,547  

 
 
 
 
 
 
The accompanying notes from pages 13  to 87 form  an integral part of these financial statements.  
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1.  REPORTING ENTITY  
 
AMK Microfinance Institution Plc. (the �³�&�R�P�S�D�Q�\�´���� �L�V���D���O�L�F�H�Q�V�H�G���P�L�F�U�R- finance institution 
���³�0�)�,�´�����L�Q�F�R�U�S�R�U�D�W�H�G���D�Q�G���U�H�J�L�V�W�H�U�H�G���L�Q���W�K�H���.�L�Q�J�G�R�P���R�I���&�D�P�E�R�G�L�D�� 
 
The Company was initially established in 1999 as �7�K�D�Q�D�N�H�D�� �3�R�Q�O�H�X�� �7�K�P�H�\�� ���³�7�3�7�´�� 
Programme by Concern Worldwide  �&�D�P�E�R�G�L�D�� ���³�&�:�&�´������ �$�O�O�� �D�V�V�H�W�V���� �O�L�D�E�L�O�L�W�L�H�V�� �D�Q�G��
accumulated donations of TPT were transferred to the Company on 1 July 2003 against the 
issue of shares. The Company commenced to trade on the date o f the asset transfer. On 
29 January 2010, the Company obtained a Microfinance Deposit - �7�D�N�L�Q�J���,�Q�V�W�L�W�X�W�L�R�Q�����³�0�'�,�´����
�O�L�F�H�Q�V�H���I�U�R�P���W�K�H���1�D�W�L�R�Q�D�O���%�D�Q�N���R�I���&�D�P�E�R�G�L�D�����³�1�%�&�´�����W�R���F�R�Q�G�X�F�W���G�H�S�R�V�L�W- taking business. 
On 7 July 2014, the Ministry of Commerce approved the ch ange in business name of the 
Company from Angkor Mikroheranhvatho (Kampuchea) Co., Ltd. to AMK Microfinance 
Institution Plc.  
 
The registered office of the Company is currently located at #285, Yothapol Khemarak 
Phoumin Blvd. (St. 2 71), Sangkat Tomnub Teuk,  Khan Boeng Keng Kang , Phnom Penh, 
Kingdom of Cambodia. The Comp any operates its business in  15 0 offices (2021:  150 
Offices).  
 
The principal activity of the Company is to provide loans, savings and other related financial 
services through its head office in Phnom Penh and its various offices in the Kingdom of 
Cambodia . 
 
The fi nancial statements were authoris ed for issue by the Board of Directors on 27  March 
2023 . 
 

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
The significant accounting policies adopted in the preparation of these financial statements are 
set out below. These policies have been consistently applied to all the year s presented, unless 
otherwise stated.  
 

2.1  Basis of accounting  
 
The financial statements have been prepared in accordance with Cambodian International 
�)�L�Q�D�Q�F�L�D�O���5�H�S�R�U�W�L�Q�J���6�W�D�Q�G�D�U�G�V�����³�&�,�)�5�6�V�´���� 
 
The financial statements have been prepared on the historical cost basis, except for financial 
instruments that are measured at revalued amounts or fair values at the end of each 
reporting period, as explained in the accounting policies below. Historical cost is generally 
based on the fair value of the consideration given in exchange for goods and s ervices.  
 
Fair value is the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date, regardless 
of whether that price is directly observable or estimated us ing another valuation technique.  
 
In estimating the fair value of an asset or a liability, the Company takes into account the 
characteristics of the asset or liability if market participants would take those 
characteristics into account when pricing the as set or liability at the measurement date. 
Fair value for measurement and/or disclosure purposes in these financial statements is 
determined on such a basis, except for share -based payment transactions that are within 
the scope of leasing transactions that are within the scope of CIFRS 16 Leases, and 
measurements that have some similarities to fair value but are not fair value, such as net 
realisable value in CIAS 2 Inventories or value in use in CIAS 36 Impairment of Assets.  
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2.  SUMMARY OF SIGNIFICANT ACC OUNTING POLICIES (continued)  
 

2.2  Going concern  
 
The Directors have, at the time of approving the financial statements, a reasonable 
expectation that the Company have adequate resources to continue in operational 
existence for the foreseeable future. Thus , they continue to adopt the going concern basis 
of accounting in preparing the financial statements.  
 

2.3  Basis of aggregation  
 
The financial statements include the financial statements of the head office and its branches 
after the elimination of all significant inter -branch balances and transactions.  
 

2.4  Foreign currency translation  
 
(i)  Functional and presentation currency  
 
Items included in the financial statements of the Company are measured using the 
currency of the primary economic environment in which the Company operates (the 
�³functional currency � �́����� �0�D�Q�D�J�H�P�H�Q�W�� �K�D�V�� �G�H�W�H�U�P�L�Q�H�G�� �W�K�H�� �.�K�P�H�U�� �5�L�H�O�� ���³�.�+�5�´���� �W�R�� �E�H�� �W�K�H��
�&�R�P�S�D�Q�\�¶�V�� �I�Xnctional currency owing to the significant influence of the KHR on its 
operations. The financial statements are presented in KHR, which is the Company �¶�V��
functi onal and presentation currency.  
 
(ii)  Foreign currencies   
 
In preparing the financial statements of the Company, transactions in currencies other than 
�W�K�H���H�Q�W�L�W�\�¶�V���I�X�Q�F�W�L�R�Q�D�O���F�X�U�U�H�Q�F�\�����I�R�U�H�L�J�Q���F�X�U�U�H�Q�F�L�H�V�����D�U�H���U�H�F�R�J�Q�L�V�H�G���D�W���W�K�H���U�D�W�H�V���R�I���H�[�F�K�D�Q�J�H��
prevailing on the dates of the transactions. At each reporting date, monetary assets and 
liabilit ies that are denominated in foreign currencies are retranslated at the rates prevailing 
at that date. Non -monetary items that are measured in terms of historical cost in a foreign 
currency are not retranslated. Exchange differences are recognised in profit  or loss in the 
period in which they arise.  
 
(ii i )  Presentation in United States Dollar  ���³�8�6���´��  
 
For shareholder reporting purpose, the financial statements are presented in US$. Assets 
and liabilities for each statement of financial position presented are translated at the closing 
rate ruling at each reporting date whereas income and expense items for each statement 
of comprehensive income and cash flow items presented are translated at the average rate 
for the year then ended. All resulting e xchange differences are recognised in other 
comprehensive income.  
 
The financial statements presented in US$ are based on the following applicable exchange 
rates per US$1:  
 
 31 December 2022   31 December 2021  
    
Closing rate  4, 117   4,074  
Average rate  4,0 87   4,068  
 
The financial statements expressed in US$ are unaudited and should not be construed as 
representation that the KHR amounts have been, could have been, or could in the future 
be, converted into US$ at this or any other exchange rate.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.5  Rounding of amounts  
 
Amounts in the financial statements have been rounded off to the nearest thousand Khmer 
�5�L�H�O�����³�.�+�5�¶�������´�����D�Q�G��dollar for KHR and US$ amounts, respectively.  
 

2.6  Financial instruments  
 
Financial assets and financial liabilities are recognised on the statement of financial position 
when the Company become s a party to the contractual provisions of the instruments.  
 
Financial assets and financial liabilities are initially measured at fair value. Transaction 
costs that are directly attributable to the acquisition or issue of financial assets and financial 
liab ilities (other than financial assets and financial liabilities at fair value through profit or 
loss) are added to or deducted from the fair value of the financial assets or financial 
liabilities, as appropriate, on initial recognition. Transaction costs di rectly attributable to 
the acquisition of financial assets or financial liabilities at fair value through profit or loss 
are recognised immediately in profit or loss.  
 
i.  Financial assets  
 
All financial assets are recognised and de - recognised on a trade date basis where the 
purchase or sale of financial assets is under a contract whose terms require delivery of 
assets within the time frame established by the market concerned.  
 
All recognised financial assets are subsequently measured in their entirety at eithe r 
amortised cost or fair value, depending on the classification of the financial assets.  
 
a.  Classification of financial assets  
 
Debt instruments that meet the following conditions are subsequently measured at 
amortised cost:  
�x the financial asset is held withi n a business model whose objective is to hold financial  

assets in order to collect contractual cash flows; and  
�x the contractual terms of the financial asset give rise on specified dates to cash flows 

that are solely payments of principal and interest on th e principal amount outstanding 
( �³SPPI� )́.  

 
Debt instruments that meet the following conditions are subsequently measured at fair 
value through other comprehensive income ( �³FVTOCI � )́:  
�x the financial asset is held within a business model whose objective is achieved by 

both collecting contractual cash flows and selling the financial assets; and  
�x the contractual terms of the financial asset give rise on specified dates to cash flows 

that are SPPI.  
 
By default, all other financial assets are subsequ ently measured at fair value through profit 
or loss ( �³FVTPL� )́.  
 
Despite the foregoing, the Company may make the following irrevocable 
election/designation at initial recognition of a financial asset:  
�x the Company may irrevocably elect to present subsequent changes in fair value of an 

equity investment in other comprehensive income if certain criteria are met; and  
�x the Company may irrevocably designate a debt investment that meets the amortised 

cost or FVTOCI criteria as measured at FVTPL if doing s o eliminates or significantly 
reduces an accounting mismatch.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.6  Financial instruments (continued)  
 
i.  Financial assets (continued)  
 
a.  Classification of financial assets (continued)  
 
Debt instruments at amortised cost or at FVTOCI  
 
The Company assesses the classification and measurement of a financial asset based on 
�W�K�H���F�R�Q�W�U�D�F�W�X�D�O���F�D�V�K���I�O�R�Z���F�K�D�U�D�F�W�H�U�L�V�W�L�F�V���R�I���W�K�H���D�V�V�H�W���D�Q�G���W�K�H���&�R�P�S�D�Q�\�¶�V���E�X�V�L�Q�H�V�V���P�R�G�H�O��
for managing the asset.  
 
For an  asset to be classified and measured at amortised cost or at FVTOCI, its contractual 
terms should give rise to cash flows that are SPPI.  
 
For the purpose of SPPI test, principal is the fair value of the financial asset at initial 
recognition. That princip al amount may change over the life of the financial asset (e.g. if 
there are repayments of principal). Interest consists of consideration for the time value of 
money, for the credit risk associated with the principal amount outstanding during a 
particular period of time and for other basic lending risks and costs, as well as a profit 
margin. The SPPI assessment is made in the currency in which the financial asset is 
denominated.  
 
Contractual cash flows that are SPPI are consistent with a basic lending arra ngement. 
Contractual terms that introduce exposure to risks or volatility in the contractual cash flows 
that are unrelated to a basic lending arrangement, such as exposure to changes in equity 
prices or commodity prices, do not give rise to contractual cas h flows that are SPPI. An 
originated or an acquired financial asset can be a basic lending arrangement irrespective 
of whether it is a loan in its legal form.  
 
An assessment of business models for managing financial assets is fundamental to the 
classifica tion of a financial asset. The Company determines the business models at a level 
that reflects how groups of financial assets are managed together to achieve a particular 
�E�X�V�L�Q�H�V�V�� �R�E�M�H�F�W�L�Y�H���� �7�K�H�� �&�R�P�S�D�Q�\�¶�V�� �E�X�V�L�Q�H�V�V�� �P�R�G�H�O�� �G�R�H�V�� �Q�R�W�� �G�H�S�H�Q�G�� �R�Q�� �P�D�Q�D�J�H�P�H�Q�W�¶�V��
inte ntions for an individual instrument, therefore the business model assessment is 
performed at a higher level of aggregation rather than on an instrument -by - instrument 
basis.  
 
The Company considers all relevant information available when making the business model 
assessment. However , this assessment is not performed on the basis of scenarios that the 
Company does not reasonably expect to occur, such as so - �F�D�O�O�H�G�� �µ�Z�R�U�V�W�� �F�D�V�H�¶�� �R�U�� �µ�V�W�U�H�V�V��
�F�D�V�H�¶���V�F�H�Q�D�U�L�R�V�����7�K�H���&�R�P�S�D�Q�\���W�D�N�H�V���L�Q�W�R���D�F�F�R�X�Q�W���D�O�O���U�H�O�H�Y�D�Q�W���H�Y�L�G�H�Q�F�H���D�Y�D�Llable such as:  
�x how the performance of the business model and the financial assets held within that 

�E�X�V�L�Q�H�V�V�� �P�R�G�H�O�� �D�U�H�� �H�Y�D�O�X�D�W�H�G�� �D�Q�G�� �U�H�S�R�U�W�H�G�� �W�R�� �W�K�H�� �H�Q�W�L�W�\�¶�V�� �N�H�\�� �P�D�Q�D�J�H�P�H�Q�W��
personnel;  

�x the risks that affect the performance of the business model (and the fi nancial assets 
held within that business model) and, in particular, the way in which those risks are 
managed; and  

�x how managers of the business are compensated (e.g. whether the compensation is 
based on the fair value of the assets managed or on the contra ctual cash flows 
collected).   
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.6  Financial instruments (continued)  
 
i.  Financial assets (continued)  
 
a.  Classification of financial assets (continued)  
 
At initial recognition of a financial asset, the Company determines whether newly 
recognised financial assets are part of an existing business model or whether they reflect 
the commencement of a new business model. The Company reassess its business models 
at each reporting period to determine whether the business models have changed since 
the preceding period. For the current and prior reporting period the Company has not 
identified a change in its business models.  
 
When a debt instrument measured at FVTOCI  is derecognised, the cumulative gain/loss 
previously recognised in OCI is reclassified from equity to profit or loss. In contrast, for an 
equity investment designated as measured at FVTOCI, the cumulative gain/loss previously 
recognised in OCI is not subs equently reclassified to profit or loss but transferred within 
equity.  
 
Debt instruments that are subsequently measured at amortised cost or at FVTOCI are 
subject to impairment.  
 
Equity instruments designated as at FVTOCI  
 
On initial recognition, the Com pany may make an irrevocable election (on an instrument -
by - instrument basis) to designate investments in equity instruments as at FVTOCI. 
Designation at FVTOCI is not permitted if the equity investment is held for trading or if it 
is contingent considerati on recognised by an acquirer in a business combination to which 
CIFRS 3 applies.  
 
A financial asset is held for trading if:  
�x it has been acquired principally for the purpose of selling it in the near term; or  
�x on initial recognition it is part of a portfolio of identified financial instruments that the 

Company manages together and has evidence of a recent actual pattern of short -
term profit - taking; or  

�x it is a derivative (except for a derivative that is a financial guarantee contract or a 
designated a nd effective hedging instrument).  

 
Investments in equity instruments at FVTOCI are initially measured at fair value plus 
transaction costs. Subsequently, they are measured at fair value with gains and losses 
arising from changes in fair value recognised in  other comprehensive income and 
accumulated in the investments revaluation reserve. The cumulative gain or loss will not 
be reclassified to profit or loss on disposal of the equity investments, instead, they will be 
transferred to retained earnings.  
 
The C ompany has designated all investments in equity instruments that are not held for 
trading as at FVTOCI on initial application of CIFRS 9.  
 
Dividends on these investments in equity instruments are recognised in profit or loss  in 
accordance with CIFRS 9  unle ss the dividends clearly represent a recovery of part of the 
cost of the investment.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.6  Financial instruments (continued)  
 
i.  Financial assets (continued)  
 
a.  Classification of financial assets (continued)  
 
Financial assets at FVTPL  
 
Financial assets that do not meet the criteria for being measured at amortised cost or 
FVTOCI are measured at FVTPL. Specifically:  
�x Investments in equity instruments are classified as at FVTPL, unless the Company 

designates an equity investment that is neither held for trading nor a contingent 
consideration arising from a business combination as at FVTOCI on initial recognition.  

�x Debt instruments that do not meet the amortised cost criteria or the FVTOCI criteria 
are classified as at FVTPL. In addition, debt instruments that meet either the 
amort ised cost criteria or the FVTOCI criteria may be designated as at FVTPL upon 
initial recognition if such designation eliminates or significantly reduces a 
measurement or recognition inconsistency that would arise from measuring assets 
or liabilities or rec ognising the gains and losses on them on different bases. The 
Company has not designated any debt instruments as at FVTPL.  

 
Reclassification  
 
If the business model under which the Company holds financial assets changes, the 
financial assets affected are re classified. The classification and measurement requirements 
related to the new category apply prospectively from the first day of the first reporting 
�S�H�U�L�R�G���I�R�O�O�R�Z�L�Q�J���W�K�H���F�K�D�Q�J�H���L�Q���E�X�V�L�Q�H�V�V���P�R�G�H�O���W�K�D�W���U�H�V�X�O�W�V���L�Q���U�H�F�O�D�V�V�L�I�\�L�Q�J���W�K�H���&�R�P�S�D�Q�\�¶�V��
financial assets . During the current financial year and previous accounting period there 
was no change in the business model under which the Company holds financial assets and 
therefore no reclassifications were made.  
 
b.  Foreign exchange gains and losses  
 
The carrying amoun t of financial assets that are denominated in a foreign currency is 
determined in that foreign currency and translated at the spot rate as at each reporting 
date. Specifically,  for financial assets measured at amortised cost that are not part of a 
designat ed hedging relationship, exchange differences are recognised in profit or loss in 
�W�K�H���³�R�W�K�H�U��incom �H�´���O�L�Q�H���L�W�H�P�� 
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.6  Financial instruments (continued)  
 
i.  Financial assets (continued)  
 
c.  Impairment of financial assets  
 
The Company recognises loss allowances for �H�[�S�H�F�W�H�G�� �F�U�H�G�L�W�� �O�R�V�V�H�V�� ���³ECLs�´�� on the 
following financial instruments that are not measured at FVTPL:  
�x loans to customers;  and  
�x balances  with  other  banks . 

  
No impairment loss is required for equity investments  measured at FVTOCI .  
 
With the exception of purchased or originated credit - impaired ( POCI) financial assets, ECLs 
are required to be measured through a loss allowance at an amount equal to:  
�x 12 -month ECL, i.e. portion of lifetime ECL that result from those default events on 

the financial instrument that are poss ible within 12 months after the reporting date, 
(referred to as Stage 1); or  

�x full lifetime ECL, i.e. lifetime ECL that result from all possible default events over the 
life of the financial instrument, (referred to as Stage 2 and Stage 3).  

 

A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk 
on that financial instrument has increased significantly since initial recognition. For all other 
financial instruments, ECLs are measured at an amount equal t o the 12 -month ECL. More 
details on the determination of a significant increase in credit risk are provided below in 
this note.  
 
ECLs are a probability -weighted estimate of the present value of credit losses. These are 
measured as the present value of the difference between the cash flows due to the Company 
under the contract and the cash flows that the Company expects to receive ar ising from the 
�Z�H�L�J�K�W�L�Q�J���R�I���P�X�O�W�L�S�O�H���I�X�W�X�U�H���H�F�R�Q�R�P�L�F���V�F�H�Q�D�U�L�R�V�����G�L�V�F�R�X�Q�W�H�G���D�W���W�K�H���D�V�V�H�W�¶�V��effective interest 
�U�D�W�H�����³EIR�´��.  
 
The Company measures ECL on an individual basis, or on a collective basis for portfolios of 
loans that share similar economic risk characteristics. The measurement of the loss 
�D�O�O�R�Z�D�Q�F�H���L�V���E�D�V�H�G���R�Q���W�K�H���S�U�H�V�H�Q�W���Y�D�O�X�H���R�I���W�K�H���D�V�V�H�W�¶�V���H�[�S�H�F�W�H�G���F�D�V�K���I�O�R�Z�V���X�V�L�Q�J���W�K�H���D�V�V�H�W�¶�V��
original EIR, regardless of whether it is measured on an individual basis or a collective basis.  
 
Credit -impaired fin ancial assets  
 
�$�� �I�L�Q�D�Q�F�L�D�O�� �D�V�V�H�W�� �L�V�� �µ�F�U�H�G�L�W- �L�P�S�D�L�U�H�G�¶�� �Z�K�H�Q�� �R�Q�H�� �R�U�� �P�R�U�H�� �H�Y�H�Q�W�V�� �W�K�D�W�� �K�D�Y�H�� �D�� �G�H�W�U�L�P�H�Q�W�D�O��
impact on the estimated future cash flows of the financial asset have occurred. Credit -
impaired financial assets are referred to as Stage 3 assets. Evide nce of credit - impairment 
includes observable data about the following events:  
�x significant financial difficulty of the borrower or issuer;  
�x a breach of contract such as a default or past due event;  
�x the lender of the borrower, for economic or contractual r easons relating to the 

�E�R�U�U�R�Z�H�U�¶�V���I�L�Q�D�Q�F�L�D�O���G�L�I�I�L�F�X�O�W�\�����K�D�Y�L�Q�J���J�U�D�Q�W�H�G���W�R���W�K�H���E�R�U�U�R�Z�H�U���D���F�R�Q�F�H�V�V�L�R�Q���W�K�D�W���W�K�H��
lender would not otherwise consider;  

�x the disappearance of an active market for a security because of financial difficulties; or  
�x the purchase of a  financial asset at a deep discount that reflects the incurred credit 

losses.   
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.6  Financial instruments (continued)  
 
i.  Financial assets (continued)  
 
c.  Impairment of financial assets  (continued)  

 
It may not be possible to identify a single discrete event �² instead, the combined effect of 
several events may have caused financial assets to become credit - impaired. The Company 
assesses whether debt instruments that are financial assets measured at amorti sed cost 
or FVTOCI are credit - impaired at each reporting date. To assess if corporate debt 
instruments are credit impaired, the Company considers factors such as bond yields, credit 
ratings and the ability of the borrower to raise funding.  
 
A loan is cons idered credit - impaired when a concession is granted to the borrower due to 
�D�� �G�H�W�H�U�L�R�U�D�W�L�R�Q�� �L�Q�� �W�K�H�� �E�R�U�U�R�Z�H�U�¶�V�� �I�L�Q�D�Q�F�L�D�O�� �F�R�Q�G�L�W�L�R�Q���� �X�Q�O�H�V�V�� �W�K�H�U�H�� �L�V�� �H�Y�L�G�H�Q�F�H�� �W�K�D�W�� �D�V�� �D��
result of granting the concession the risk of not receiving the contractual cash flows has 
reduced significantly and there are no other indicators of impairment. For financial assets 
where concessions are contemplated but not granted , the asset is deemed credit impaired 
when there is observable evidence of credit - impairment including meeting the  definition of 
default. The definition of default (see below) includes unlikeliness to pay indicators and a 
back -stop if amounts are overdue for 90 days or more.  
 
Definition of default  
 
Critical to the determination of ECL is the definition of default. T he definition of default is 
used in measuring the amount of ECL and in the determination of whether the loss 
allowance is based on 12 -month or lifetime ECL, as default is a component of the probability 
of default (PD) which affects both the measurement of ECLs and the identification of a 
significant increase in credit risk . 
 
The Company considers the following as constituting an event of default:  
�x the borrower is past due equal to or more than 90 days on any material credit 

obligation to the Company; or  
�x th e borrower is unlikely to pay its credit obligations to the Company in full.  
 
This definition of default is used by the Company for accounting purposes as well as for 
internal credit risk management purposes and is broadly aligned to the regulatory defini tion 
of default. The definition of default is appropriately tailored to reflect different 
characteristics of different types of assets. Overdrafts are considered as being past due 
once the customer has breached an advised limit or has been advised of a lim it smaller 
than the current amount outstanding.  
 
When assessing if the borrower is unlikely to pay its credit obligation, the Company takes 
into account both qualitative and quantitative indicators. Quantitative indicators, such as 
overdue status and non -payment on another obligation of the same counterparty are key 
inputs in this analysis. The Company uses a variety of sources of information to assess 
default which are either developed internally or obtained from external sources. As noted 
in the definiti on of credit impaired financial assets above, default is evidence that an asset 
is credit impaired. Therefore , credit impaired assets will include defaulted assets, but will 
also include other non -defaulted given the definition of credit impaired is broade r than the 
definition of default.  
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2 .  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.6  Financial instruments (continued)  
 
i.  Financial assets (continued)  
 
c.  Impairment of financial assets  (continued)  
 
Significant increase in credit risk  
 
The Company monitors all financial assets and issued  loan commitments that are subject  
to the impairment requirements to assess whether there has been a significant increase in  
credit risk since initial recognition. If there has been a significant increase in credit risk the  
Company will measure the loss al lowance based on lifetime rather than 12 -month ECL. The  
�&�R�P�S�D�Q�\�¶�V���D�F�F�R�X�Q�W�L�Q�J���S�R�O�L�F�\���L�V���Q�R�W���W�R���X�V�H���W�K�H���S�U�D�F�W�L�F�D�O���H�[�S�H�G�L�H�Q�W���W�K�D�W���I�L�Q�D�Q�F�L�D�O���D�V�V�H�W�V���Z�L�W�K 
�µ�O�R�Z�¶���F�U�H�G�L�W���U�L�V�N���D�W���W�K�H���U�H�S�R�U�W�L�Q�J���G�D�W�H���D�U�H���G�H�H�P�H�G���Q�R�W���W�R���K�D�Y�H���K�D�G���D���V�L�J�Q�L�I�L�F�D�Q�W���L�Q�F�U�H�D�V�H���L�Q 
credit risk. A s a result , the Company monitors all financial assets and issued loan 
commitments that are subject to impairment for significant increase in credit risk.  
 
In assessing whether the credit risk on a financial instrument has increased significantly since 
init ial recognition, the Company compares the risk of a default occurring on the financial 
instrument at the reporting date based on the remaining maturity of the instrument with the 
risk of a default occurring that was anticipated for the remaining maturity a t the current 
reporting date when the financial instrument was first recognised. In making this assessment, 
the Company considers both quantitative and qualitative information that is reasonable and 
supportable, including historical experience and forward - looking information that is available 
�Z�L�W�K�R�X�W���X�Q�G�X�H���F�R�V�W���R�U���H�I�I�R�U�W�����E�D�V�H�G���R�Q���W�K�H���&�R�P�S�D�Q�\�¶�V���K�L�V�W�R�U�L�F�D�O���H�[�S�H�U�L�H�Q�F�H���D�Q�G���H�[�S�H�U�W���F�U�H�G�L�W��
assessment including forward - looking information.  
 
Multiple economic scenarios form the basis of determining the probability  of default at 
initial recognition and at subsequent reporting dates. Different economic scenarios will lead 
to a different probability of default. It is the weighting of these different scenarios that 
forms the basis of a weighted average probability of d efault that is used to determine 
whether credit risk has significantly increased.  
 
Forward - looking information includes  the future prospects of the industries in which the 
�&�R�P�S�D�Q�\�¶�V�� �F�R�X�Q�W�H�U�S�D�U�W�L�H�V�� �R�S�H�U�D�W�H���� �R�E�W�D�L�Q�H�G�� �I�U�R�P��credit rating bureaus , governmental 
bodies, and other similar organisations , as well as internally generated information of 
customer payment behaviour. The Company allocates its counterparties to a relevant 
internal credit risk grade depending on their credit quality. The quanti tative information is 
a primary indicator of significant increase in credit risk and is based on the change in 
lifetime PD by comparing:  
�x the remaining lifetime PD at the reporting date; with  
�x the remaining lifetime PD for this point in time that was estimated based on facts and 

circumstances at the time of initial recognition of the exposure.  
 
The PDs used are forward - looking and the Company uses the same methodologies and 
data used to measure  the loss allowance for ECL . 
  
The qualitative factors that indicate significant increase in credit risk are reflected in PD 
models on a timely basis. However,  the Company still considers separately some qualitative 
factors to assess if credit risk has inc reased significantly.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.6  Financial instruments (continued)  
 
i.  Financial assets (continued)  
 
c.  Impairment of financial assets  (continued)  
 
Given that a significant increase in credit risk since initial recognition is a relative measure, 
a change, in absolute terms, in the PD will be more significant for a financial instrument 
with a lower initial PD than compared to a financial instrument wit h a higher PD.  
 
As a back -stop when an asset becomes 30 days past due, the Company considers that a 
significant increase in credit risk has occurred and the asset is in stage 2 of the impairment 
model, i.e. the loss allowance is measured as the lifetime E CL. In addition , loans that are 
individually assessed and are included on a watch list are in stage 2 of the impairment 
model. As noted , if there is evidence of credit - impairment ,  the assets are at stage 3 of the 
impairment model.  
 
Modification and derecognition of financial assets  
 
A modification of a financial asset occurs when the contractual terms governing the cash 
flows of a financial asset are renegotiated or otherwise modified between initial recognition 
and maturity of the financial asset. A modification affects the amount and/or timing of the 
contractual cash flows either immediately or at a future date. In addition, the introduction 
or adjustment of existing covenants of an existing loan would constitute a modification 
eve n if these new or adjusted covenants do not yet affect the cash flows immediately but 
may affect the cash flows depending on whether the covenant is or is not met (e.g. a 
change to the increase in the interest rate that arises when covenants are breached).   
 
�7�K�H���&�R�P�S�D�Q�\���G�H�U�H�F�R�J�Q�L�V�H�V���D���I�L�Q�D�Q�F�L�D�O���D�V�V�H�W���R�Q�O�\���Z�K�H�Q���W�K�H���F�R�Q�W�U�D�F�W�X�D�O���U�L�J�K�W�V���W�R���W�K�H���D�V�V�H�W�¶�V��
cash flows expire (including expiry arising from a modification with substantially different 
terms), or when the financial asset and substantially all the risks a nd rewards of ownership 
of the asset are transferred to another entity. If the Company neither transfers nor retains 
substantially all the risks and rewards of ownership and continues to control the transferred 
asset, the Company recognises its retained in terest in the asset and an associated liability 
for amounts it may have to pay. If the Company retains substantially all the risks and 
rewards of ownership of a transferred financial asset, the Company continues to recognise 
the financial asset and also re cognises a collateralised borrowing for the proceeds received.  
 
�2�Q�� �G�H�U�H�F�R�J�Q�L�W�L�R�Q�� �R�I�� �D�� �I�L�Q�D�Q�F�L�D�O�� �D�V�V�H�W�� �L�Q�� �L�W�V�� �H�Q�W�L�U�H�W�\���� �W�K�H�� �G�L�I�I�H�U�H�Q�F�H�� �E�H�W�Z�H�H�Q�� �W�K�H�� �D�V�V�H�W�¶�V��
carrying amount and the sum of the consideration received and receivable and the 
cumulative gain/loss  that had been recognised in OCI and accumulated in equity is 
recognised in profit or loss, with the exception of equity investment designated as 
measured at FVTOCI, where the cumulative gain/loss previously recognised in OCI is not 
subsequently reclassifi ed to profit or loss.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.6  Financial instruments (continued)  
 
i.  Financial assets (continued)  
 
c.  Impairment of financial assets  (continued)  

 
On derecognition of a financial asset other than in its entirety (e.g. when the Company 
retains an option to repurchase part of a transferred asset ), the Company allocates the 
previous carrying amount of the financial asset between the part it continues to recognise 
under continuing involvement, and the part it no longer recognises on the basis of the 
relative fair values of those parts on the date o f the transfer. The difference between the 
carrying amount allocated to the part that is no longer recognised and the sum of the 
consideration received for the part no longer recognised and any cumulative gain/loss 
allocated to it that had been recognised in OCI is recognised in profit or loss. A cumulative 
gain/loss that had been recognised in OCI is allocated between the part that continues to 
be recognised and the part that is no longer recognised on the basis of the relative fair 
values of those parts. This does not apply for equity investments designated as measured 
at FVTOCI, as the cumulative gain/loss previously recognised in OCI is not subsequently 
reclassified to profit or loss.  
 
Write -off  
 
Loans and debt securities are written off when the Compan y has no reasonable 
expectations of recovering the financial asset (either in its entirety or a portion of it). This 
is the case when the Company determines that the borrower does not have assets or 
sources of income that could generate sufficient cash flo ws to repay the amounts subject 
to the write -off. A write -off constitutes a derecognition event. The Company may apply 
enforcement activities to financial assets written off. Recoveries resulting from the 
�&�R�P�S�D�Q�\�¶�V���H�Q�I�R�U�F�H�P�H�Q�W���D�F�W�L�Y�L�W�L�H�V���Z�L�O�O���U�H�V�X�O�W���L�Q���L�P�Sairment gains, which will be presented 
�L�Q���µother income �¶���L�Q���W�K�H���V�W�D�W�H�P�H�Q�W���R�I���S�U�R�I�L�W���R�U���O�R�V�V���� 
 
Presentation of allowance for ECL in the statement of financial position  
 
Loss allowances for ECL are presented in the statement of financial position as follow s:  
�x for financial assets measured at amortised cost: as a deduction from the gross 

carrying amount of the assets; and  
�x where a financial instrument includes both a drawn and an undrawn component, and 

the Company cannot identify the ECL on the loan commitment component separately 
from those on the drawn component: the Company presents a combined loss 
allowance for both comp onents. The combined amount is presented as a deduction 
from the gross carrying amount of the drawn component. Any excess of the loss 
allowance over the gross amount of the drawn component is presented as a provision.  
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2 .  SUMMARY OF SIGNIFICANT ACCOUNTI NG POLICIES (continued)  
 

2.6  Financial instruments (continued)  
 
ii.  Financial liabilities and equity  
 
Debt and equity instruments that are issued are classified as either financial liabilities or 
as equity in accordance with the substance of the contractual arrangement.  
 
A financial liability is a contractual obligation to deliver cash or another financia l asset or 
to exchange financial assets or financial liabilities with another entity under conditions that 
are potentially unfavourable to the Company or a contract that will or may be settled in 
�W�K�H�� �&�R�P�S�D�Q�\�¶�V�� �R�Z�Q�� �H�T�X�L�W�\�� �L�Q�V�W�U�X�P�H�Q�W�V�� �D�Q�G�� �L�V�� �D�� �Q�R�Q-derivative  contract for which the 
Company is or may be obliged to deliver a variable number of its own equity instruments, 
or a derivative contract over own equity that will or may be settled other than by the 
exchange of a fixed amount of cash (or another financial  asset) for a fixed number of the 
�&�R�P�S�D�Q�\�¶�V���R�Z�Q���H�T�X�L�W�\���L�Q�V�W�U�X�P�H�Q�W�V���� 
 
All financial liabilities are measured subsequently at amortised cost using the effective 
interest method.  For all financial liabilities, the amount presented on the statement of 
financial position represent all amounts payable including interest element .  
 
Other financial liabilities, including deposits and borrowings, are initially measured at fair 
value, net o f transaction costs. Other financial liabilities are subsequently measured at 
amortised cost using the effective interest method.  
 
The effective interest method is a method of calculating the amortised cost of a financial 
liability and of allocating inter est expense over the relevant period. The EIR is the rate that 
exactly discounts estimated future cash payments through the expected life of the financial 
liability, or, where appropriate, a shorter period, to the net carrying amount on initial 
recognition �����)�R�U���G�H�W�D�L�O�V���R�Q���(�,�5���V�H�H���W�K�H���³�Q�H�W���L�Q�W�H�U�H�V�W���L�Q�F�R�P�H�  ́in Note  2.16 . 
 
iii.  Offsetting arrangements   
 
Financial assets and financial liabilities are offset and the net amount presented in the 
statement of financial position when the Company has a legally enforceable right to set off 
the recognised amounts; and intends either to settle on a net basis, or to realise the asset 
and settle the liability sim ultaneously. A right to set -off must be available today rather 
than being contingent on a future event and must be exercisable by any of the 
counterparties, both in the normal course of business and in the event of default, 
insolvency or bankruptcy.  
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2 .  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.7  Regulatory reserves  
 
The NBC issued the Prakas No. B7 -017 -344, dated on 1 December 2017, on Credit Risk 
Grading and Impairment Provisioning, and Circular No. B7 -018 -001, dated 16 February 
2018 on the Implementation of Prakas on Credit Risk Grading and Impairment Provisioning, 
which requires banks and financial institutions to provide impairment provisioning for 
short - term and long - term facilities as follows:  
 
Classification  Number of days  past d ue  Allowance  
 Short - term  Long - term   
 (one year or less)  (more than one year)   
General allowance:     
Normal  14 days or less  Less than 30 days  1%  
    
Specific allowance:     
Special mention  15 days �± 30 days  30 days �± 89 days  3%  
Substandard  31 days �± 60 days  90 days �± 179 days  20%  
Doubtful  61 days �± 90 days  180 days �± 359 days  50%  
Loss 91 days or more  360 days or more  100%  
 
Facilities under this Prakas is defined as all loans and other financial products, whether 
reported on the statement of financial position  or off - the statement of financial position , 
provided by the Company to a counterparty, which give rise to credit risk  exposure on the 
Company.  
 
The Company calculates the impairment loss allowance for credit facilities in accordance 
with the regulatory provision simultaneously with the calculation in accordance with the 
CIFRSs. The impairment loss allowance calculated in  accordance with CIFRS s is to be 
recognised and recorded  in profit or loss and statement of financial position . When the 
impairment loss allowance calculated in accordance with regulatory provision is higher than 
that calculated under CIFRSs, t he excess am ount is transferred from retained earnings to 
regulatory reserves as disclose d in Note  23 . 
 
Reversal of regulatory reserves  
 
When the impairment loss allowance calculated in accordance with regulatory provision is 
subsequently less than that calculated under CIFRSs, the regulatory reserve  is reversed at 
the amount that does not exceed the amount that would have been determined h ad no 
regulatory reserve been recognised in prior years.  
 

2.8  Derivatives held for risk management  
 
Derivatives held for risk management include all derivative assets and liabilities that are 
not classified as trading assets or liabilities and are not designat ed in a qualifying hedge 
relationship.  
 
Derivatives held for risk management are measured at fair value in the statement of 
financial position at initial recognition. All changes in its fair value are recognised 
immediately in profit or loss as a componen �W���R�I���I�R�U�H�L�J�Q���H�[�F�K�D�Q�J�H���J�D�L�Q���O�R�V�V���X�Q�G�H�U���µ�2�W�K�H�U��
�L�Q�F�R�P�H�¶�� 
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.9  Leases  
 
(a) The Company  as a lessee  
  
The Company assesses whether a contract is or contains a lease, at inception of the 
contract. The Company  recognises a right -of -use asset and a corresponding lease liability 
with respect to all lease arrangements in which it is the lessee, except for short - term leases 
(defined as leases with a lease term of 12 months or less) and leases of low value assets 
(s uch as tablets , motorbikes, and small items of office furniture). For these leases, the 
Company recognises the lease payments as an operating expense on a straight - line basis 
over the term of the lease unless another systematic basis is more representative  of the 
time pattern in which economic benefits from the leased assets are consumed.  
 
The lease liability is initially measured at the present value of the lease payments that are 
not paid at the commencement date, discounted by using the rate implicit in the lease. If 
this rate cannot be readily determined, the Company  uses its incremental borrowing rate.  
  
Lease payments included in the measurement of the lease liability comprise:  
�x Fixed lease payments (including in -substance fixed payments), less any leas e 

incentives receivable;  
�x Variable lease payments that depend on an index or rate, initially measured using 

the index or rate at the commencement date;  
�x The amount expected to be payable by the lessee under residual value guarantees;  
�x The exercise pric e of purchase options, if the lessee is reasonably certain to exercise 

the options; and  
�x Payments of penalties for terminating the lease, if the lease term reflects the exercise 

of an option to terminate the lease.  
 
The lease liability is presented as a s eparate line in the statement of financial position.  
 
The lease liability is subsequently measured by increasing the carrying amount to reflect 
interest on the lease liability (using the effective interest method) and by reducing the 
carrying amount to reflect the lease payments made.  
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2 .  SUMMARY OF SIGNI FICANT ACCOUNTING POLICIES (continued)  
 

2.9  Leases (continued)  
 
The Company  remeasures the lease liability (and makes a corresponding adjustment to 
the related right -of -use asset) whenever:  
�x The lease term has changed or there is a significant event or change in circumstances 

resulting in a change in the assessment of exercise of  a purchase option, in which 
case the lease liability is remeasured by discounting the revised lease payments using 
a revised discount rate.  

�x The lease payments change due to changes in an index or rate or a change in 
expected payment under a guaranteed residual value, in which cases the lease 
liability is remeasured by discounting the revised lease payments using an unchanged 
discount rate (unl ess the lease payments change is due to a change in a floating 
interest rate, in which case a revised discount rate is used).  

�x A lease contract is modified and the lease modification is not accounted for as a 
separate lease, in which case the lease liabili ty is remeasured based on the lease 
term of the modified lease by discounting the revised lease payments using a revised 
discount rate at the effective date of the modification.  

 
The right -of -use assets comprise the initial measurement of the correspondin g lease 
liability, lease payments made at or before the commencement day, less any lease 
incentives received and any initial direct costs. They are subsequently measured at cost 
less accumulated depreciation and impairment losses.  
 
Whenever the Company  incurs an obligation for costs to dismantle and remove a leased 
asset, restore the site on which it is located or restore the underlying asset to the condition 
required by the terms and conditions of the lease, a provision is recognised and measured 
under CI AS 37. To the extent that the costs relate to a right -of -use asset, the costs are 
included in the related right -of -use asset .  
 
Right -of -use assets are depreciated over the shorter period of the lease term  and the useful 
lives of the underlying assets . If a lease transfers ownership of the underlying asset or the 
cost of the right -of -use asset reflects that the Company  expects to exercise a purchase 
option, the related right -of -use asset is depreciated over the useful life of the underlying 
asset. The depreciation starts at the commencement date of the lease.  
 
The right -of -use assets are presented as a separate line in  the statement of financial 
position.  
 
The Company  applies CIAS 36 to determine whether a right -of -use asset is impaired and 
accounts for any identified impairment loss as described in Note  2.12 .  
 
As a practical expedient, CIFRS 16 permits a lessee not to separate non - lease components, 
and instead account for any lease and associated non - lease components as a single 
arrangement. The Company has not us ed this practical expedient. For a contract that 
contains a lease component and one or more additional lease or non - lease components, 
the Company allocates the consideration in the contract to each lease component on the 
basis of the relative stand -alone p rice of the lease component and the aggregate stand -
alone price of the non - lease components.   
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2 .  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.10  Property and equipment  
 
Property and equipment are stated at cost less accumulated depreciation and impairment 
losses, if any. The cost of a property and equipment item comprises its purchase price and 
any directly attributable costs of bringing the asset to its working condition and location 
for its intended use. Where an item of proper ty and equipment comprises major 
components having different estimated useful lives, the components are accounted for as 
separate items of property and equipment.  
  
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 benefits, in excess of the originally assessed standard of performance of 
the existing asset, will flow to the Company. All other subsequent expenditure is rec ognised 
as an expense in the period in which it is incurred.  
 
Gain or loss arising from the retirement or disposal of an item of property and equipment 
is determined as the difference between the estimated net disposal proceeds and the 
carrying amount of the assets and is recognised in profit or loss on the date of r etirement 
or disposal.  
 
Depreciation is calculated on a straight - line basis over the estimated useful life of the 
assets as follows:  
 

Leasehold improvement  4 years  or earlier of lease terms  

Motor vehicles  8 years  

Motorcycles  5 years  

Computer and office equipment  3 to 4 years  

  

Construction in progress is not depreciated until such time as the relevant assets are 
completed and when it is available for use.   
 
Fully depreciated assets are retained in the financial statements until they are no longer in 
use and no further charge for depreciation is made in respect of these assets. If there is 
any indication that there has been a significant change in rate, useful life or residual value 
of an asset, the depreciation of that asset is revised prosp ectively to reflect the new 
expectations.  

 
2.11  Intangible assets  

 
Intangible assets comprise software  and licences  and work in progress.  
 
Software is stated at cost less accumulated amortisation and accumulated impairment 
losses, if any. It is amortised on a straight - line basis at the rate of 20% per annum. If 
there is an indication that there has been a significant change in amortisation ra te, useful 
life or residual value of software, the amortisation is revised prospectively to  reflect the 
new expectations.  
 
Work in progress is not depreciated until such time as the relevant assets are completed 
and when it is available for use . 
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2.  SUM MARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.12  Impairment of property and equipment ,  intangible assets and right - of - use assets  
 
At each reporting date, the Company reviews the carrying amounts of its property and 
equipment , intangible assets and right -of -use assets to determine whether there is any 
indication that those assets have suffered an impairment loss. If any such indication exists, 
the recoverable amount of the asset is estimated to determine the extent of the impair ment 
loss, if any. Where the asset does not generate cash flows that are independent from other 
assets, the Company estimates the recoverable amount of the cash -generating unit to 
which the asset belongs. When a reasonable and consistent basis of allocatio n can be 
identified, corporate assets are also allocated to individual cash -generating units, or 
otherwise they are allocated to the smallest group of cash -generating units for which a 
reasonable and consistent allocation basis can be identified.  
 
Recovera ble amount is the higher of fair value less costs of disposal and value in use. In 
assessing value in use, the estimated future cash flows are discounted to their present 
value using a pre - tax discount rate that reflects current market assessments of the t ime 
value of money and the risks specific to the asset for which the estimates of future cash 
flows have not been adjusted.  
 
If the recoverable amount of an asset (or cash -generating unit) is estimated to be less 
than its carrying amount, the carrying amou nt of the asset (or cash -generating unit) is 
reduced to its recoverable amount. An impairment loss is recognised immediately in profit 
or loss.  
 
Where an impairment loss subsequently reverses, the carrying amount of the asset (or 
cash -generating unit) is i ncreased to the revised estimate of its recoverable amount, but 
so that the increased carrying amount does not exceed the carrying amount that would 
have been determined had no impairment loss been recognised for the asset (or cash -
generating unit) in prio r years. A reversal of an impairment loss is recognised immediately 
in profit or loss to the extent that it eliminates the impairment loss which has been 
recognised for the asset in prior years.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.13  Investments in associates  
 
An associate is an entity over which the Company has significant influence and that is 
neither a subsidiary nor an interest in a joint venture. Significant influence is the power to 
participate in the financial and operating policy decisions of the investee but is not control 
or joint control over those policies.  
 
The results and assets and liabilities of associates are incorporated in these financial 
stateme nts using the equity method of accounting.  
 
Under the equity method, an investment in an associate is recognised initially in the 
�V�W�D�W�H�P�H�Q�W���R�I���I�L�Q�D�Q�F�L�D�O���S�R�V�L�W�L�R�Q���D�W���F�R�V�W���D�Q�G���D�G�M�X�V�W�H�G���W�K�H�U�H�D�I�W�H�U���W�R���U�H�F�R�J�Q�L�V�H���W�K�H���&�R�P�S�D�Q�\�¶�V��
share of the profit or loss and oth er comprehensive income of the associate. When the 
�&�R�P�S�D�Q�\�¶�V���V�K�D�U�H���R�I���O�R�V�V�H�V���R�I���D�Q���D�V�V�R�F�L�D�W�H���H�[�F�H�H�G�V���W�K�H���&�R�P�S�D�Q�\�¶�V���L�Q�W�H�U�H�V�W���L�Q���W�K�D�W���D�V�V�R�F�L�D�W�H��
(which includes any long �æ�W�H�U�P���L�Q�W�H�U�H�V�W�V���W�K�D�W�����L�Q���V�X�E�V�W�D�Q�F�H�����I�R�U�P���S�D�U�W���R�I���W�K�H���&�R�P�S�D�Q�\�¶�V���Q�H�W��
investment in the assoc iate), the Company discontinues recognising its share of further 
losses. Additional losses are recognised only to the extent that the Company has incurred 
legal or constructive obligations or made payments on behalf of the associate.  
 
An investment in an associate is accounted for using the equity method from the date on 
which the investee becomes an associate. On acquisition of the investment in an associate, 
�D�Q�\���H�[�F�H�V�V���R�I���W�K�H���F�R�V�W���R�I���W�K�H���L�Q�Y�H�V�W�P�H�Q�W���R�Y�H�U���W�K�H���&�R�P�S�D�Q�\�¶�V���V�K�D�U�H���R�I���W�K�H���Q�H�W���I�D�Lr value of 
the identifiable assets and liabilities of the investee is recognised as goodwill, which is 
�L�Q�F�O�X�G�H�G���Z�L�W�K�L�Q���W�K�H���F�D�U�U�\�L�Q�J���D�P�R�X�Q�W���R�I���W�K�H���L�Q�Y�H�V�W�P�H�Q�W�����$�Q�\���H�[�F�H�V�V���R�I���W�K�H���&�R�P�S�D�Q�\�¶�V���V�K�D�U�H��
of the net fair value of the identifiable assets and liabilities  over the cost of the investment, 
after reassessment, is recognised immediately in profit or loss in the period in which the 
investment is acquired.  
 

2.14  Provisions  
 
Provisions are recognised when the Company has a present obligation (legal or constructive) 
as a result of a past event, and it is probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation and a reliable estimate can be made on the 
amount of the obligation.  
 
When there are a number of similar oblig ations, the likelihood that an outflow will be 
required in settlement is determined by considering the class of obligations as a whole. A 
provision is recognised even if the likelihood of an outflow with respect to any one item 
included in the same class o f obligations may be small.  
 
Provisions are measured at the present value of the expenditures expected to be required 
to settle the obligation using a pre - tax rate that reflects current market assessments of 
the time value of money and the risks specific t o the obligation. The increase in the 
provision due to passage of time is recognised as interest expense.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.15  Employee benefits  
 
Provision for staff pension fund  
 
The Company provides its employees with benefits under the staff pension fund policy. 
Employees who complete three months of service with the Company have to participate in 
the staff pension fund scheme. The fund is sourced from the following:  
 
Employees contribute 3% of their mon thly salary, and the Company contributes 6% for 
employees who are working less than or equal to three years, and 7% for employees 
�Z�R�U�N�L�Q�J���L�Q���W�K�H���&�R�P�S�D�Q�\���I�R�U���R�Y�H�U���W�K�U�H�H���\�H�D�U�V���� �7�K�H���&�R�P�S�D�Q�\�¶�V���F�R�Q�W�U�L�E�X�W�L�R�Q���L�V���F�K�D�U�J�H�G���W�R��
the profit or loss  on accrual basis .  
 
The Company contributes interest on the cumulative balance of the staff pension fund in 
line with the market rates the Company provides to depositors. This interest is charged to 
the profit or loss on accrual basis .  
 
The staff pension fund will be paid to employees (who have contributed to the fund) upon 
�W�K�H�L�U���U�H�W�L�U�H�P�H�Q�W�����U�H�V�L�J�Q�D�W�L�R�Q���R�U���W�H�U�P�L�Q�D�W�L�R�Q���R�I�� �H�P�S�O�R�\�P�H�Q�W�����7�K�H���H�P�S�O�R�\�H�H�¶�V���F�R�Q�W�U�L�E�X�W�L�R�Q��
and interest are paid in full accordingly.  Those who have been terminated due to serious 
misconduct are only entitled to their  contribution plus interest, regardless of how long they 
have been employed by the Company.  
 
Seniority payment  
 
The Minister of Labour and Vocational Training (MoLVT) issued a Prakas No. 443 on 
Seniority Payment dated 21 September 2018 and Directi ve No. 042/19 on the Back Pay of 
Seniority Payment Before 2019 for the Enterprise and Institution Beside Textile, Garment 
and Footwear Sector dated 22 March 2019, requiring the Company  to pay past seniority 
payment to employees with undetermined duration c ontract. All employees who have been 
working before 1 January 20 19  and continue to work are entitled to a payment of six (6) 
days of their average wages of each year of service, totalling not exceeding 6 months, and 
shall be paid every year starting December 2021 as follows:  
 
-  3 days shall be made in June; and  
-  3 days shall be made in December of each year.  
 
Employees are not entitled to the remaining past seniority payment upon resignation  or 
termination due to serious misconduct .  
 
The past seniority payment benefit is measured at the present value of the estimated fu ture 
cash outflows expected to be made by the Company in respect of services provided by 
employees up to 31 December 20 18.   This benefit was  recognised in full during the year 2018.  
 
This Prakas also requires the Company  to pay its employees the seniority for the 
employment service from 2019 amounting to 15 days per annum of their wages and other 
benefits, 7.5 days of which shall be paid in June and in December of each year. This 
seniority was  recognised during the employ �H�H�V�¶���S�H�U�L�R�G�V���R�I���V�H�U�Y�L�F�H on accrual basis .  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.15  Employee benefits (continued)  
 
Employee leave entitlements  
 

Employee entitlements to annual leave are recognised when they accrue to employees. A 
provision is made for the estimated liability for annual leave as a result of services rendered 
by employees up to the end of the reporting period.  

 
2.16  Net interest income  

 
Interest income and expense for all financial instruments except for those classified as held 
�I�R�U�� �W�U�D�G�L�Q�J�� �R�U�� �W�K�R�V�H�� �P�H�D�V�X�U�H�G�� �R�U�� �G�H�V�L�J�Q�D�W�H�G�� �D�V�� �D�W�� �)�9�7�3�/�� �D�U�H�� �U�H�F�R�J�Q�L�V�H�G�� �L�Q�� �µ�1�H�W�� �L�Q�W�H�U�H�V�W��
�L�Q�F�R�P�H�¶���D�V���µ�,�Q�W�H�U�H�V�W���L�Q�F�R�P�H�¶���D�Q�G���µ�,�Q�W�H�U�H�V�W���H�[�S�H�Q�V�H�¶���L�Q���W�K�H���S�U�R�I�L�W���R�U���O�R�V�V account using the 
effective interest method. Interest on financial instruments measured as at FVTPL is 
included within the fair value movement during the period.  
 
The effective interest rate ( �³EIR� )́ is the rate that exactly discounts estimated future cash 
flows of the financial instrument through the expected life of the financial instrument or, 
where appropriate, a shorter period, to the net carrying amount of the financial asset or 
financial liabi lity. The future cash flows are estimated taking into account all the contractual 
terms of the instrument.  
 
The calculation of the EIR includes all fees paid or received between parties to the contract 
that are incremental and directly attributable to the  specific lending arrangement, 
transaction costs, and all other premiums or discounts. For financial assets at FVTPL 
transaction costs are recognised in profit or loss at initial recognition.  
 
The interest income/interest expense is calculated by applying the EIR to the gross carrying 
amount of non -credit impaired financial assets (i.e. at the amortised cost of the financial 
asset before adjusting for any ECL allowance), or to the amortised cost of financial 
liabilities. For credit - impaired financial assets , the interest income is calculated by applying 
the EIR to the amortised cost of the credit - impaired financial assets (i.e. the gross carrying 
amount less the allowance for ECLs).  
 

2.17  Other  income and expense  
 
Other  income and expense include fees other than those that are an integral part of EIR 
���V�H�H�� �D�E�R�Y�H������ �7�K�H�� �I�H�H�V�� �L�Q�F�O�X�G�H�G�� �L�Q�� �W�K�L�V�� �S�D�U�W�� �R�I�� �W�K�H�� �&�R�P�S�D�Q�\�¶�V�� �V�W�D�W�H�P�H�Q�W�� �R�I�� �S�U�R�I�L�W�� �R�U�� �O�R�V�V��
include a diverse range of services it provides to its customers such as fees charge d for 
servicing a loan.  
 
Fee and commission expenses with regards to services are accounted for as the services 
are received.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.18  Grant income  
 
�*�U�D�Q�W�V�� �U�H�F�H�L�Y�H�G�� �I�U�R�P�� �W�K�L�U�G�� �S�D�U�W�L�H�V�� �W�R�� �V�X�E�V�L�G�L�V�H�� �W�K�H�� �&�R�P�S�D�Q�\�¶�V�� �R�S�H�U�D�W�L�Q�J�� �H�[�S�H�Q�V�H�V�� �D�U�H��
released to the statement of profit or loss on a systematic and rational basis, matching the 
related costs which they are intended to compensate.  
 
Grants received from thi rd parties for the purchase of property and equipment are 
amortised to the statement of profit or loss on a systematic and rational basis over the 
useful life of the assets. The unamortised grants are shown as deferred grant income.  
 

2.19  Taxation  
 
The income tax expense represents the sum of the tax currently payable and deferred tax.  
 
Current tax  
 
The tax currently payable is based on taxable profit for the year. Taxable profit differs from 
net profit as reported in profit or loss because it excludes items of income or expense that 
are taxable or deductible in other years and it further excludes items that are never taxable 
�R�U���G�H�G�X�F�W�L�E�O�H�����7�K�H���&�R�P�S�D�Q�\�¶�V���O�L�D�E�L�O�L�W�\���I�R�U���F�X�U�U�H�Q�W���W�D�[���L�V���F�D�O�F�X�O�D�W�H�G���X�V�L�Q�J���W�D�[���U�D�W�H�V���W�K�D�W���K�D�Y�H��
been enacted or substantiv ely enacted by the end of the reporting period.  
  
A provision is recognised for those matters for which the tax determination is uncertain 
but it is considered probable that there will be a future outflow of funds to a tax authority. 
The provisions are mea sured at the best estimate of the amount expected to become 
payable. The assessment is based on the judgement of tax professionals within the 
Company supported by previous experience in respect of such activities and in certain 
cases based on specialist in dependent tax advice.  
 
Deferred tax  
 
Deferred tax is the tax expected to be payable or recoverable on differences between the 
carrying amounts of assets and liabilities in the financial statements and the corresponding 
tax bases used in the computation of taxable profit, and is accounted for using the liability 
method. Deferred tax liabilities are generally recognised for all taxable temporary 
differences and deferred tax assets are recognised to the extent that it is probable that 
taxable profits will be a vailable against which deductible temporary differences can be 
utilised. Such assets and liabilities are not recognised if the temporary difference arises 
from the initial recognition of goodwill or from the initial recognition (other than in a 
business co mbination) of other assets and liabilities in a transaction that affects neither 
the taxable profit nor the accounting profit.  
 
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced 
to the extent that it is no longer pr obable that sufficient taxable profits will be available to 
allow all or part of the asset to be recovered.  
 
Deferred tax is calculated at the tax rates that are expected to apply in the period when 
the liability is settled or the asset is realised based on tax laws and rates that have been 
enacted or substantively enacted at the reporting date.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  
 

2.19  Taxation (continued)  
 
Deferred tax  
 
The measurement of deferred tax liabilities and assets reflects the tax consequences that 
would follow from the manner in which the Company  expects, at the end of the reporting 
period, to recover or settle the carrying amount of its assets and liabilities.   
 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set 
off current tax assets against current tax liabilities and when they relate to income taxes 
levied by the same taxation authority and the Company intends to settle its current tax 
assets and liabilities on a net basis.  
 
Current tax and deferred tax for the year  
 
Current and deferred tax are recognised in profit or loss, except when they relate to items 
that are recognised in other comprehensive income or dire ctly in equity, in which case, the 
current and deferred tax are also recognised in other comprehensive income or directly in 
equity respectively.  
 

3.  CRITICAL ACCOUNTING JUDGEMENTS  AND KEY SOURCES OF ESTIMATION 
UNCERTAINTY  

 
�,�Q�� �D�S�S�O�\�L�Q�J�� �W�K�H�� �&�R�P�S�D�Q�\�¶�V�� �D�F�F�R�X�Q�W�L�Q�J�� �S�R�O�L�F�L�H�V���� �W�K�H�� �G�L�U�H�F�W�R�U�V�� �D�U�H�� �U�H�T�X�L�U�H�G�� �W�R�� �P�D�N�H��
judgements (other than those involving estimations) that have a significant impact on the 
amounts recognised and to make estimates  and assumptions about the carrying amounts 
of assets and liabilities that are not readily apparent from other sources. The estimates 
and associated assumptions are based on historical experience and other factors that are 
considered to be relevant. Actual  results may differ from these estimates.  
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognised in the period in which the estimate is revised if the 
revision affects only that period,  or in the period of the revision and future periods if the 
revision affects both current and future periods.  

 

3 .1  Critical judgments in applying accounting policies  

 
The following are the critical judgements, apart from those involving estimations (which 
are presented separately below), that the Directors have made in the process of applying 
�W�K�H���&�R�P�S�D�Q�\�¶�V���D�F�F�R�X�Q�W�L�Q�J���S�R�O�L�F�L�H�V���D�Q�G���W�K�D�W���K�D�Y�H���W�K�H���P�R�V�W���V�L�J�Q�L�I�L�F�D�Q�W���H�I�I�H�F�W���R�Q���W�K�H���D�P�R�X�Q�W�V��
recognised in financial statements.  
 

(i)  Functional currency  
 
Based on the economic substance of underlying circumstances relevant to the Company, 
Management determines the functional currency of the Company to be the KHR. The KHR 
is the currency of the primary economic environment in which the Company operates and 
it is the currency that mainly influences the loans to customers and interest income.  
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3 .  CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION 
UNCERTAINTY  (continued)  

 

3 .1  Critical judgments in applying accounting policies  (continued)  
 

(ii)  Significant influence over its associate, Forte Life Assurance (Cambodia) Plc.  
 
Forte Life Assurance (Cambodia) Plc. is an associate of the Company although the Company 
only owns a 5.7% ownership interest in Forte Life Assurance (Cambodia) Plc. (Note  11 ). 
The Company has significant influence over Forte Life Assurance (Cambodia) Plc. by virtue 
of its contractual right to appoint one out of six directors to the board of directors of that 
company  and its material transactions between Forte Life Assurance (Cambodia Plc and 
the Company.   

 
(iii)  Business model assessment  

 
Classification and measurement of financial assets depends on the results of the SPP I and 
the business model test. The Company determines the business model at a level that 
reflects how groups of financial assets are managed together to achieve a particular 
business objective. This assessment includes judgement reflecting all relevant evi dence 
including how the performance of the assets is evaluated and their performance is 
measured, the risks that affect the performance of the assets and how these are managed. 
The Company monitors financial assets measured at amortised cost or fair value through 
other comprehensive income that are derecognised prior to their maturity to understand 
the reason for their disposal and whether the reasons are consistent with the objective of 
the business for which the asset was held. Monitoring is part of the C �R�P�S�D�Q�\�¶�V���F�R�Q�W�L�Q�X�R�X�V��
assessment of whether the business model for which the remaining financial assets are 
held continues to be appropriate and if it is not appropriate whether there has been a 
change in business model and so a prospective change to the cla ssification of those assets.  
No such changes were required during the periods presented.  
 

(iv)  Significant increase in credit risk  
 
As explained in Note 2, expected credit losses are measured as an allowance equal to 12 -
month ECL for stage 1 assets, or lifetime ECL for stage 2 or stage 3 assets. An asset moves 
to stage 2 when its credit risk has increased significantly since initial recognition. CIFRS 9 
does not define what constitutes a significant increase in credit risk. In assessing whether 
the credi t risk of an asset has significantly increased the Company takes into account 
qualitative and quantitative reasonable and supportable forward - looking information.  

  










































































































