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NATIONAL BANK OF CAMBODIA
Number..... &q\&@vigﬁﬁprﬁ K@i’

Unofficial Translation

PRAKAS
ON
THE CALCULATION OF BANKS’ NET WORTH

The Governor of the National Bank of Cambodia

- With reference to the Constitution of the Kingdom of Cambodia;

- With reference to the Royal Kram NS/RKM/0196/27 of January 26, 1996
promulgating the Law on the Organization and Functioning of the National Bank
of Cambodia;

- With reference to the Royal Kram NS/RKM/1206/036 of December 29, 2006
promulgating the Law on the amendment of article 14 and 57 of Organization
and Functioning of the National Bank of Cambodia;

- With reference to the Royal Kram NS/RKM/1199/13 of November 18; 1999
promulgating the Law on Banking and Financial Institutions;

- With reference to the Royal Decree NS/RKT/0508/526 of May 13, 2008 on the
reappointment of His Excellency Chea Chanto as Governor General of the
National Bank of Cambodia, equivalent to Senior Minister;

- Pursuant to the recommendation made by National Bank of Cambodia
management during the date on 14 September 2010 meeting.

Decides:
Article 1:

Banks are required to calculate their “Net Worth” in compliance with the
provisions set forth in this Prakas. All regulatory ratios and limits referring to “Net
Worth” shall be calculated in full accordance with the calculation rules. In addition,
paid-in capital or endowment shall be equal or superior to the applying minimum
capital requirement.
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Banks shall establish internal control policies, procedures and processes aimed
at ensuring that they permanently comply with all the regulatory requirements related

to minimum solvency rato and to limitatons referring to “Net Worth”,
Article 3.

The NBC might impose the banks specific calculations, especially in the form
of subtractons of addinonal ttems from their “Net Worth”, notwithstanding the
general calculaton rules set forth in this Prakas. Such specific treatments aim at
restoring comphance with all regulatory requirements and at reflecting actual or

potental risk for prudential purposes.

Such specific treatments shall be notified in writing by the NBC and
immediately implemented by banks untl otherwise instructed, in writing as well.

Article 4.
The Total Net Worth consists of two separate components:

.« Tier 1 capital (Core capital), and
. Tier 2 capital (Supplementary capital).

Tier 2 capital shall not exceed 100 % of Tier 1 capital or not more than 50 %
of total net worth.

Prior to issuing their regulatory reports, bank shall implement checks and
controls aimed at ensuring compliance with this limit.

Should Tier 2 capital exceed Tier 1 capital, the NBC shall take any approptiate
actions. '

Article 5.
Tier 1 capital shall be calculated as follows:

I. Sub-total A : (Items to be added)

«  Paid-in capital or endowment

.« Reserves, other than revaluation reserves

+  Premiums related to capital (share premiums)

- Retained carnings, up 0 20 % of Sub-Total A. Above 20 % of Sub-total 4,
banks shall consider making a decision about reserving the corresponding

dky
o

amount

-
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+Audited net profit for the last tinancial year.

. Inaddidon, the NBC might approve other itemns to be included into Sub-total
A, such as profits as recorded on intermediate (fiiitﬁ;ﬁ%, provided that 1%) such
profits be determined after posung all the charges related to the
corresponding period (allowances for depreciations, provisions and net value

adjustments), 2°) such profits be calculated ner of foreseeable taxes and

dividends, and 3%) such net profits have been cerufied by the external

auditors.
1. Sub-total B : (Items to be subtracted)

« Own shares held by bank at their net book value

«  Accumulated losses

. Intangible assets (such as goodwill ... etc))

- For shareholders, directors and any other related party according to the
definition established in the Law on Banking and Financial Institutions:

- Unpaid posdon of capitals

- Loans, overdrafts and other advances;

- Debt instruments held by the bank and bearing the signature of the
persons concerned, at their net book value;

» Losses determined on dates other than regular year-ends, including all the
provisions for non performing debts and securites as well as any other value
adjustments for depreciations in the corresponding period of time.
Provisioning and depreciations shall be performed in compliance with the
regulations based on prudent appraisals of risks involved.

Tier 1 capital = Sub-total A - Sub-total B
Article 6.

Tier 2 Capital shall not exceed 100 % of Tier 1 Capital for the calculation of
Total Net Worth.

Should Tier 2 Capital exceed Tier 1 Capital as calculated in Article 5 of this
Prakas, banks shall not take the amount exceeding 100 % of Tier 1 Capital to include

in Toral Net Worth calculation.

ML Sub-total C: (Items to be added)

«  Reevaluation reserves with the prior approval, in writing, from the NBC;

Ty

- Provisions for general banking risks with the prior agreement of the NBC

g G
\i,f :
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General provision of 1% foreseen in Prakas on Asset Classification and
Provisioning in Banking and Financial Institutions

Subordinated debt instruments, which shall not exceed 50% of Tier 1 Capital,

*

provided that they fulfill all the condidons set forth in Artcle 7 below,

Other items with the prior approval of the NBC in writing,

®

IV.Sub-total D : (Items to be subtracted)

+  Equity participadon(s) in banking or financial insttutions, including securities
companies, at their net book value
- Other items, such as deferred charges.

Tier 2 Capital = Sub-total C - Sub-total D
Article 7.

7.1-  Subordinated Debt shall have supported documents including contracts
as well. Such contracts shall clearly specify the subordination of subscribers, with a
ranking just above regular shareholders, maturity and other conditions.

7.2-  The subordinated debt shall be included into Tier 2 capital after
obtaining prior approval in writing from the National Bank of Cambodia.

7.3- Bank shall not reimburse subordinated Debt to investors before
obtaining prior approval in writing from the NBC. Should a bank decide to
reimburse such subordinated debt without the prior approval, such reimbursement
could be opposed either by the bank’s non-subordinated creditors or by the Banking
Supervisory Authority. In this case, the reimbursed subordinated debt holders cannot
consider themselves as freed of their lability under such circumstances and could be

required to return the funds to the bank.

7.4-  For subordinated debt instruments issued with a contractual maturity at
the origin in the issuance and subscription contract, banks are required to amortize
the corresponding subordinated debt by one fifth (1/5") starting over the five years
preceding the contractual maturity. Such amortizations shall be performed in a
cumulative manner time going so that the amount accounted for under Sub-total C
equals zero at contractual maturity.

7.5 TFor subordinated debt instruments issued for an undefined period of
tme, the bank shall inform the NBC at least five years before of its intentions to
retmburse such subordinated debt. Provided that the NBC does not object to such
reimbursement, the bank shall amortize the corresponding subordinated debt by one
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ffth (1/5") surting over the five years preceding the date for effective

rEInDuUrsement.

7.6-  The NBC shall approve or object of effecuve reimbursemnent of

subordinated debt in light of the bank’s overall financial conditon.
Article 8.

The Prakas on Commercial Bank™ Minimum Capital N® B7-00-39 Pro Kor
dated on February 09, 2000 and the Prakas on the Calculagon of Banks’ Net Worth
N° B7-00-47 Pro Kor dated on February 16, 2000 shall be repealed.

Article 9.

The General Directorate, the General Secretariat, the General Inspection, the
General Cashier, and all Banking and Financial Insttutions under the NBC’s
supervisory authority shall strictly implement this Prakas.

Article 10.

The present Prakas shall take effect from this signing date.

Phnom Penh, October 15% | 2010
The Governor
Signed and Sealed

CHEA CHANTO

cer - All members of the Board of Direcrors
- The parties concerned as stated in Article 9
- Fie
- CM forinfo”
- Adminsstration Department of CM
“for publication in the National Gazette”
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KINGDOM OF CAMBODIA
NATION RELIGION KING

NATIONAL BANK OF CAMBODIA

Mumiber %?ﬁ@ P C’{ji

CIRCULAR
ON
INVESTMENT GRADE

To strictly implement the Law on Banking and Financial Institutions promulgated by
the Royal Kram NS/RKM/1199/13 of November 18, 1999 and the Prakas B7-08-193
Pro Kor adopted on September 19, 2008 on the New Capital Requirement and
Criteria for Licensing Approval of Banks in commensurate with the development of
banking and financial system, the National Bank of Cambodia advises on the
investment grade of the influential shareholders which are the banking and financial
institutions and on the relevant obligations of the banking institutions which
cbtained operating license in the Kingdom of Cambodia as the following:

1. Influential shareholders shall obtain investment grade from at least one of the
three international rating agencies namely Moody’s Asia Pacific, Standard &
Poor’s Corporation, and Fitch). This rating refers to long-term rating in each

of the category below:
Moody's Standard & Poor’s .
. i . Fitch
Asia Pacific Corporation Grade
Long Term Rating | Long Term Rating | Long Term Rating
Aaa AAA AAA Prime
Aal AA+- AA+
Aa2 AA AA High Grade
Aa3 AA- AA-
Al A+ : +
A A A Upper Medium
A Grade
A3 A- A-
Baal BBB+ BBB+ .
Baad BBB BBB Lower Medium
Grade

Baa3 BBB- BBB-

2. Commercial banks which have at least one influential shareholder as a
banking or financial institution with a rating “investment grade” extended by
an international rating agency, shall have minimum capital requirement equal
to at least KHR 50,000,000,000 (fifty billion). Commercial banks without
investment grade rating of influential shareholders shall have a minimum

UPDATE: 15 JUNE 2010
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capital requirement of at least KHR 150,000,000,000 (one hundred fifty
billion), Conimercial banks that want to establish subsidiary shall have a
minimum capital requirement of at least KHR 150,000,000,000 (one hundred
fifty Dbillion) regardless rating investment grade rating of influential
shareholders.

23

Specialized banks which have at least one influential shareholder as a banking
or financial institution with a rating “investment grade” extended by an
international rating agency, shall have minimum capital requirement equal to
at least KHR 10,000,000,000 (ten billion). Specialized banks without
investment grade rating of influential shareholders shall have a minimum
capital requirement of at least KHR 30,000,000,000 (thirty billion). Specialized
banks that want to establish subsidiary shall have a minimum capital
requirement of at least KHR 30,000,000,000 (thirty billion) regardless rating
investment grade of influential shareholders.

4. All banking institutions shall provide their influential shareholder’s
confirmation of rating issued by one of the three international rating agencies
to the National Bank of Cambodia timely and regularly at the beginning of
each semester. In addition, all banking institutions shall immediately report to
the National Bank of Cambodia if the international rating agency downgrades
the influential shareholder’s rating to any sub-investment grade.

Influential shareholder should issue its guarantee letter to increase paid-up
capital when its rating is downgraded to any sub-investment grade or when
the National Bank of Cambodia requires such capital increase based on its
supervisory assessment on the domestic entity’s condition or risk profile.
Such guarantee letter shall define its irrevocable commitment vis-a-vis the
National Bank of Cambodia to provide the additional capital within 5 (five)
working days and to finalize the capital increase formalities within 30 (thirty)
days starting from the transfer of the required amount. The guarantee letter
for increasing paid-up capital shall be supported by a decision made by the
board of the influential shareholder or parent company and notification to the
home supervisory authority.

i

The commitments to provide confirmation of rating, to report timely and
regularly to the National Bank of Cambodia, and to issue guarantee letter for
increasing paid-up capital as clearly defined in point 4 and point 5 above shall
support by a decision made by the board and acknowledge by the influential
shareholder. The documents to be filed with the National Bank of Cambodia
shall consist of:

g:‘i‘\

- Authenticated copies of the board resolution concerning the commitments
to provide confirmation of rating, to report timely and regularly to the
National Bark of Cambodia, and to issue guarantee letter for increasing
paid-up capital.

- Notification letter to the home supervisory authority of the National Bank
of Cambodia’s requirements on the commitments to provide confirmation

UPDATE: 15 JUNE 2010
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of rating, to report timely and regularly to the National Bank of Cambodia,
and to isSue guarantee letter for increasing paid-up capital.

- And the guarantee letter of the influential shareholders to increase paid-
up capital.

7. In case where domestic banking institutions would seek the support from the
foreign banking and financial institutions such domestic banking institutions
shall provide documents to the National Bank of Cambodia no later than
September 30, 2010 of the following:

- Memorandum of understanding or irrevocable letter of interest from the
~ potential influence shareholders specifying the shares that is looked for
and the strategic objective of the investment which evidence long term
commitment and interest in performing banking in the Kingdom of
Cambodia.

- Authenticated copies of the board resolution of the potential influential
shareholder and the notification letter to the home supervisory authority
on the foreign banking institution’s intention to invest in Cambodia.

- Declaration of the foreign banking institution on its responsibilities as an

- influential shareholder under the Laws and Regulations of the Kingdom of
Cambodia and explicitly commit to comply with them.

This circular is effective as of the date of signing.

Phnom Penh, :)uﬂ«j o7, 2010

oo
All members of the board of directors
Council of Ministers for info
Administration Department of the CM
- For publication in the National Gazette

LUPDATE: 15 JUNE 2010
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