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Warning

This prospectus is created for investors who are interested in purchasing ordinary
shares offering by the company, it is to use as an initial investment information only. The
Securities and Exchange Commission or the Office of the Securities and Exchange
Commission is not in the position of advising on the investment decisions, nor assured the
value of returns on the securities, or certified the accuracy and completeness of the
information contained in this prospectus. The accuracy and completeness of information
contained in this prospectus lies in the responsibility of the company.

In cases where prospectus contains any false statements or omits to state any
information which should be disclosed, shareholders are entitled to claim damages from the
issuing company or the owner of the securities under the relevant laws and regulations of Lao
PDR.

Investors may review and request for a copy of the prospectus at the Office of the
Securities and Exchange commission or via its website at http://www.lsc.gov.la

The company is offering up to 12,240,000 ordinary shares to raise additional capital
(the “Shares”), in accordance with the rules and regulations of the Securities and Exchange
Commission of Lao PDR (the “SEC”) as part of the initial public offering (the “IPO” or the
“Offer”).

All investments involve risks

Investors should carefully study the information before making an investment decision
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The offering shares are available to the citizen of Lao PDR and foreigners by BCEL-KT
Securities Company Limited (“BCEL-KT” the “Underwriter”) through Banque Pour Le
Commerce Exterieur Lao Public (“BCEL” or the “Selling Agent”) which are not required to
register under other jurisdiction other than the Securities Law of Lao PDR.

The original version of prospectus was published in the Lao language and has been
filed with the Office of the Securities and Exchange Commission of Lao PDR (the “Office of
the SEC”) (the “Lao Prospectus”). The English version of the Lao Prospectus (the
“English Prospectus”) was prepared by BCEL-KT and the company. Although care was
taken to render the translation as reliable as possible, it does not carry any legal right and no
confirmation is made to its accuracy, and the English translation is not a prospectus defined
under the Securities Law No. 21/NA (the “SEC Law”). Only the Lao Prospectus shall
prevail and has legal force under the SEC Law. The distribution of the prospectus should be
effective under the SEC Law in connections with public offering of Shares in Lao PDR. The
Offer must comply with the applicable rules and regulations of the SECO and the Lao
Prospectus that prepared specifically for the initial public offering of the Shares in Lao PDR.
Accordingly, the Shares will not be registered under the securities laws in any
jurisdiction other than the securities laws of Lao PDR. No representation is made that the
form or contents of the Lao Prospectus and the English Prospectus are appropriate or
sufficient for an offering in any other jurisdiction. The Lao Prospectus and the English
Prospectus should be read together prior to making an investment decision to buy Shares.

This Offer is the initial public offering of the Company to raise capital fund. In the
event where Lao Securities Exchange (the “LSX”) approves the initial listing application of
the Company, the Company’s shares will be listed on the LSX. The LSX is a secondary
market which was established in October 2010. The Company will apply for the listing and
trading of shares to be listed on the LSX and expects to begin trading on the set day or around
the set date.

The Company expects that payment for Shares will be within the offering period, and
delivery of the Shares to shareholders will be made through the LSX’s depository with the
Securities Depository Centre and Shares of the Company will be approved for listing on the
LSX no more than 7 days after submitting the listing application.

Prior to investment, investors should consider risks involved. Please read “Risk Factors” for
more information.
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The information in this Prospectus may only be accurate as of the date of this
Prospectus. Investors should be aware that since the date of this Prospectus there may have
been changes in certain information, e.g. business situation, financial conditions, results of
operations, prospects or otherwise that could affect the accuracy or completeness of the
information herein.

In making an investment decision, investors must rely on their own examination of
the Lao Prospectus, the English Prospectus and other documents relating to the Offer,
including its merits and the risks involved. Investors should not construe the contents of this
Prospectus or its appendices as legal advice, business, financial or tax advice. Each investor
should consult their own legal counsel, business advisor, tax and any other related matters
concerning the investment.

The Offer has not been approved by the authorities in any jurisdiction other than the
Office of the SEC or disapproved or recommended by the authorities in any jurisdiction. No
representation is made that the form or contents of this Prospectus are appropriate or
sufficient for an offering in any other jurisdiction.

vi
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Definitions

Company rules

Company rules including with all edited version

Refinance Is the replacement of an existing debt obligation with another
debt obligation under different terms

LSC Lao Securities Commission

LSCO Lao Securities Commission Office

Non-bank financial institutions

Is a financial institution that does not have a full banking
license, the Credit Union, Leasing Companies, Pawn shop and
the International Money Transfer.

Lao P.D.R

Lao People's Democratic Republic

Underwriting Agreement

The Underwriting Agreements between the Company and the
Underwriter

LSX

Lao Securities Exchange

BCEL

Banque Pour Le Commerce Exterieur Lao Public (“Selling
Agent”)

Company or MHTL

Mahathuen Leasing Public Company

FA company

Financial advisory company / BCEL-KT Securities Company
Limited

Underwriter Company

BCEL-KT Securities Company Limited

Offering Period

The Offering period of the Shares of Mahathuen being offered
between 13 — 17 August 2018

Conversion Date

The date that the Company was converted to a Public Company,
being 20 November 2017 Investment License No,
1122/jor.thor.vor

Financial Statements

The financial statements, consisting of (i) the balance sheet, (ii)
the income statement and (iii) statement of cash flow, (iv)
internal financial statement audited by Deloitte for 2016.

MOIC Ministry of Industry and Commerce
Number of Offering 12,240,000 share with par value 1,000
Shares .
Kip/Share.
Deloitte Deloitte (Lao) Sole Company Limited
IPO Initial Public Offering
LPI Lao premier international law office
Par Value is a per share amount appearing on stock certificates

Vii
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Executive Summary

This Executive Summary does not include all important information for investors. All
information provided in this prospectus including financial information, other related matters and
risks involved must be studied carefully before investing.

+«» Offering Detail:

Company Name

Business type
Symbol

Registered Office

Foreign Investment
License

Enterprise registration
certificate

Enterprise tax certificate

Register capital

Number of Offering share

Offering Price

Offering Proportion to
total shares
Email

Website

Tel
Fax

Mahathuen Leasing Public Company

Financial Leasing (non-real estate)
MHTL

House number 628, (kilometer 5) Kaison Road,
Phonphanao Village, Xaysettha District, Vientiane
Capital

Foreign Investment License,
No: 196-11/MPI/IPD3 date 10 August 2011
1122/ERQO date 20 November 2017

725714405-9-00
27,760,000,000 Kip

12,240,000 shares

LAK 2,100 per share

30.6% (Thirty point six percent) of all registered
capital after IPO
info@mahathuen.com

www.mahathuen.com

(856) 21 418065
(856) 21 418066
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+ Company Background
Mahathuen Leasing Public Company (hereinafter “the Company” or “MHTL”). The
Company was established as a limited company on 02 September 2011 with a registered capital
of USD 300,000 with enterprise registration certificate No. 3151/RO with the business category

of financial leasing (non-real estate). MHTL has been established by two experienced individuals
who have more than 20 years of experience in doing business in Lao PDR; Mrs. Inthavilay
Oudom, a Lao investor, which held 12% in the Company and Mr Chakrit Naksorn, a Thai
investor held 88%.

To establish a Leasing business in Lao PDR a business license from the Bank of Lao
PDR is required therefore the Company is under the supervision of Financial Institution
Supervision Department of the Bank of Lao PDR.

MHTL has been engaged in the leasing business in Lao PDR, particularly retail finance
(non-real estate) since the establishment of the company. In the early stage, the Company mainly
focused on Japanese made motorcycle financing such as HONDA, SUZUKI, YAMAHA and
others to build client base, obtain knowledge, gain experience for the organization, develop
capacity building and appropriate working system, as well as learning about consuming
behaviors and business operation in Lao PRD before expanding its investment in other retail
financial products.

During the first three years of business operations and Company’s short-term plan,
MHTL was focusing on the development of the organization culture and capacity building.
Therefore, the business policy was more conservative in terms of marketing with a concrete
action plan for financial leasing evaluation and approval. A proper plan for small size leasing
with low capital investment by professional approach was established, which led to the internal
working policy, regulations as well as other requirements for the consideration of leasing
approvals, however the process can be flexible according to the market situation and business
competition.

From 2014 — 2016, the Company focused on expanding customer base by strengthening
customer relationships and built market leadership by increasing the proportion of market share
in order to expand more branches and service units in Vientiane capital in the future. In addition,
the Company also planned to broaden its products such as: financing of used motorcycles
including refinancing for existing customers base on payments history to build customer base for
expansion to other products.

Since 2017, the Company plans to expand its branches and service units to other
provinces in Lao PDR including other products by having the Company listed on the Lao
Securities Exchange to raise capital fund. In preparation for the Company to be listed on the Lao
Securities Exchange, an increase of aggressive business strategy will need to be implemented
including a strong internal control and risk management as well as good corporate governance to
strengthen the business operations by creating a balance between the stakeholders such as
customers, business partners, investors and shareholders of the Company.

The Company converted into a public Company on 20 November 2017, with a registered
capital of LAK 27,760,000,000, and has been operating as financial leasing (non-real estate)

under the Law of Lao PDR (hereinafter "Conversion date™) with the Company’s shares held by
MAHATHUEN Holding Company Limited Thailand totaling 97.5792507204611%, Mrs.

Inthavilay Oudom, Lao individual 2.420432276571% and 11 other shareholders at approximately
0.0003170028818%.
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«» Use of Proceeds

The Company expects to receive fund from initial public offering (IPO) not less than
12,240 million Kip to expand its business in Vientiane Capital.

The proportion of investment plan and use of fund from initial public offering (IPO)
(hereinafter "IPO™) are listed below:

Use of proceeds from IPO

Total Investment
Objective Amount
(million LAK)

Proportion of proceed Estimated Period of
of fund from IPO Investment

Expand finance lease to
clients within Vientiane No less than 12,240
Capital;

period
2018 - 2019

No less than 12,240

++ Risk Factors
1. Business risk

1.1 Macro economic risk
1.2 Marketing and competitive risk
1.3 Revenue risk form non-diversified products
2. Financial risk
2.1 Risks from Nonperforming Loan (NPL)
2.2 Risk on a single source fund
2.3 Risk on interest rate
2.4 Risk on increasing debt
2.5 Currency risk
2.6 Product leasing Risk or collateral Risk
3. Management and operational Risk
3.1 Risks by the Director
3.2 Risks from Controlling by major shareholders
3.3 Risks by the Computer System
3.4 Risk by staff fraud or others Parties
4. Offering Risk
4.1 Liquidity risk from regulatory process of listing in the LSX



«+ Shareholder Structure

Mahathuen Leasing Public Company

SN Before IPO ‘ After IPO
No. of shares % ‘ No. of shares %
Existing shareholders 27,760,000 100 27,760,000 69.40
'Ii’:?‘:‘i?g&”e” holding company 27,088,000  97.5792507204611| 27,088,000 67.72000
Mrs Inthavilay Oudom 671,912 2.4204322766571 671,912 1.67978
Ms Thanonglack Oudom 8 0.0000288184438 8 0.00002
Mr Thanongsack Oudom 8 0.0000288184438 8 0.00002
Mr Sangkhom Chansouk 8 0.0000288184438 8 0.00002
Mr Chakrit Naksorn 8 0.0000288184438 8 0.00002
Ms Prathana Naksorn 8 0.0000288184438 8 0.00002
Ms Jittima Naksorn 8 0.0000288184438 8 0.00002
Ms Suthida Naksorn 8 0.0000288184438 8 0.00002
Mr Kriengkrai Nissyan 8 0.0000288184438 8 0.00002
Mr Manop Tririthvilai 8 0.0000288184438 8 0.00002
Mr.Thongthawal Thongtham 8 0.0000288184438 8 0.00002
Mr Chatphonchai Panyathambodee 8 0.0000288184438 8 0.00002
Investors from IPO - 12,240,000 30.60000

Total

27,760,000

100

40,000,000

As of the date of this prospectus, the thirteen existing shareholders hold 100% of the
Company’s total issued of 27,760,000 (twenty-seven million seven hundred sixty thousand) have
the total control of managing the benefits and interests of the Company

After the IPO, the proportion of the shareholders in the Company will be adjusted as

follows:

- Existing shareholders: 69.40%
- Investors from IPO : 30.60%

% Dividend Policy

The Company will pay dividend not less than 50 percent of the available net profit after
deducting legal reserve fund. However, dividend payment will depend on the investment plan,
the necessity and the appropriateness of the business. For future dividend payments, once the
Board of Directors agree to pay annual dividend, the decision must be shared in the shareholders
meeting to consider and approve, except dividend payment during the year, authorization must
be given to the Board of Director from the shareholders meeting for payments; however
payments must be notified in the shareholders meeting and authorization needs to be granted for

future payments.
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«+ Board of Directors

(Board of Directors) Nationality Position
Mr. Chakrit Naksorn Thai Chairman
Mrs. Inthavilay Oudom Lao Vice Chairman
. . Member of BOARD OF

Mr. Manop Tririthvilai Thai DIRECTORS/CEO

Mrs. Prathana Naksorn Thai Member of BOARD OF DIRECTORS

Miss Sutida Naksorn Thai Member of BOARD OF DIRECTORS

Mr. Kriengkrai Nissyan Thai Member of BOARD OF DIRECTORS

Mr. Sangkhom Chanhsouk Lao Member of BOARD OF DIRECTORS
(Independent)

Mr. Nantapat Ngamplung . Member of BOARD OF DIRECTORS

Thai

(Independent)

Mr. Theeramate Vuttipadhpibul Thai Member of BOARD OF DIRECTORS
(Independent)

< Audit Committee
1. Members of Audit Committee

Audit Committee Nationality Position
Mr. Kriengkrai Nissyan Thai Chairman
Mr. Nantapat Ngamplung Thai Audit Committee / Independent
Mr. Theeramate Vuttipadhpibul Thai Audit Committee / Independent

2. Members of Risk Management Committee

Name list

Nationality

Position

Mr. Chakrit Naksorn Thai Chairman of R'sk management
committee

Mr. Manop Tririthvilai Thai Risk management committee

Mr. Nantapat Ngamplung Thai Risk management committee/
Independent




3. Members of Remuneration Committee

NETERI

Nationality

Mahathuen Leasing Public Company

Position

Mr. Chakrit Naksorn Thai Chairman of Remuneration Committee
Mr. Kriengkrai Nissyan Thai Remuneration Committee
Thai Remuneration Committee/

Mr. Theeramate Vuttipadhpibul

Independent member

4. Members of Nominating Committee

Name list

Nationality

Position

Mr. Chakrit Naksorn Thai Chairman of nominating committee
Mr. Kriengkrai Nissyan Thai Nominating committee
Mr. Nantapat Ngamplung Thai Nominating committee/ independent

member

5. Members of Related Party Transaction Committee

Name list

Nationality

Position

. ) Thai Chairman of Related Party Transaction
Mr. Theeramate Vuttipadhpibul Committee/ Independent director
Mr. Chatphonchai Thai . .
Panyathambodee Related party transaction committee
Miss Saranya Thai

Kamonsinlapacharoen

Related party transaction

vi
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+« Financial Statement and Operating Results
» Financial Statement

31 Dec 2014 \ 31 Dec 2015 31 Dec 2016 30 Dec 2017

Balance Sheet LAK: LAK: LAK: LAK:

million million million million
Current assets 25,411.59 27,647.35 36,792.90 34,537.36
Non Current assets 12,127.12 14,459.32 20,020.62 17,763.56
Total assets 37,538.71 42,106.67 56,813.52 52,300.92
Current Liabilities 17,576.63 12,079.47 22,301.10 12,806.09
Non-Current Liabilities 49.25 68.74 74.88 243.17
Total liabilities 17,625.88 12,148.21 22,375.98 13,049.26
Issued and paid-up share capital 17,760.00 23,360.00 27,760.00 27,760.00
Appropriated-legal reserve 261.01 685.11 1,240.51 1,784.38
Unappropriate 1,891.82 5,913.35 5,437.03 9,707.28
Total shareholders’ equity 19,912.82 29,958.46 34,437.54 39,251.66
Total liabilities and 37,538.71 42,106.67 56,813.52 52,300.92

shareholders’ equity

> Income Statement

Income Statement

31 Dec 2014

LAK Million

31 Dec 2015

LAK Million

31 Dec 2016

LAK Million

31 Dec 2017

LAK Million

Total revenues 10,254.43 12,432.99 16,858.90 17,219.99
Total expenses 5,744.37 7,726.12 9,679.12 10,324.74
EBIT 4,510.06 4,706.87 7,179.78 6,895.25
Income tax expense (106.68) (465.89) (1,819.32) (1,456.53)
Net profit 4,403.38 4,240.98 5,360.46 5,438.72

vii
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» Cash flows Statement

31 Dec 2014 31 Dec 2015 31 Dec 2016 31 Dec 2017
Statement Of Cash flows LAK: TLAK. LAKE LAk
million million million million
Ca§h_f_lows from operating (3,824.18) (832.63) (8,172.11) 10,424.27
activities
Cagh_f_lows from investing (1,295.45) (625.95) (425.24) (1,163.26)
activities
Ca§h_f_lows from financing 9,552.04 (907.63) 7,257.61 (8,140.60)
activities
Net increase/ (_jecrease in cash 4,432.43 (2,366.21) (1,339.74) 1,120.41
and cash equivalents
Cash and cash equivalents as at 186.66 4,619.09 2,252.88 913.15
January
Cash and cash equivalents as 4,619.09 2,252.88 913.14 2,033.56
at December 31

> Key Financial Ratios

Ratios

Profitability ratio

Unit

2016

Efficiency ratio

Return on asset

11.37

10.07

Rate for interest receive % 31.27 33.36 30.98 34.62
Rate for interest paid % 9.30 13.60 8.25 13.18
Net interest margin % 21.96 19.77 2273 21.44
Net profit margin % 42.94 34.11 31.80 31.58
Return on equity % 22.11 14.16 15.57 13.86

9.44

10.40

Total assets turnover

Financial policy ratio

0.27

0.30

0.30

0.33

Asset quality ratio

Doubtful account and bad debt
expense to Finance Lease

2.05

1.64

Debt to equity ratio time 0.89 0.41 0.65 0.33
Finance lease to borrowing % 2.07 4.62 3.18 4.90
Dividend payout ratio % 5.74 93.22 36.42 N/A

1.84

1.18

Remark: *:-The items have been annualized in order to compare with the recent year
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1. Total Assets

In 2014, 2015, 2016, and 2017 the Company had total assets equal to LAK 37,538.71 million,
LAK 42,106.67 million, LAK 56,813.52 million and LAK 52,300.92 million respectively. The
main asset was finance lease receivables and installment loan receivables equal to LAK
30,095.48 million, LAK 34.969,46 million, LAK 50,100.04 million and LAK 47,062.56 million
respectively or 80.17 percent, 83.05 percent, 88.18 percent and 89.98 percent comparing to total
assets respectively.

2. Total Liabilities

In 2014, 2015, 2016, and 2017 the Company had total liabilities equal to LAK 17,625.88
million, LAK 12,148.21 million, LAK 22,375.98 million and LAK 13,049.25 million
respectively or 46.95 percent, 28.85 percent, 39.38 percent and 24.95 percent of total assets. The
main liabilities was short-term borrowing from related parties equal to LAK 14,573.00 million,
LAK 7,571.00 million, LAK 15.755,00 million and LAK 9,600.00 million respectively or 82.68
percent, 62.32 percent, 70.41 percent and 73.57 percent of total liabilities respectively.

3. Source of funds

In 2014, 2015, 2016, and 2017, The Company had sources of fund from shareholders and
borrowed from related parties, the shareholders' equity equal to LAK 19,912.82 million, LAK
29,958.46 million, LAK 34,437.54 million and LAK 39,251.66 million respectively. When
consider debt to equity ratio equal to 0.89 time, 0.41 time, 0.65 time and 0.33 time respectively,
this is at the sufficient level because of the ratio was less than 1 time.

4. Revenues

In 2014, 2015,2016 and 2017 the Company had total revenues of LAK 10.254,43 million,
LAK 12.432,99 million; LAK 16.858,90 million and 17.219,99 million respectively, increased in
each year.

5. Key Financial Ratios

Business operations in 2014, 2015, 2016, and 2017, shows the Company's key financial
ratios including the return on assets equal to 11.37 percent, 10.07 percent, 9.44 percent and 10.40
percent respectively, Return on asset rotation is 0.27 time, 0.30 time, 0.30 time and 0.33 time
respectively, meaning that the Company was able to be beneficial from its assets at the sufficient
level compared to the same business. Debt to equity equal to 0.89 time, 0.41 time, 0.65 time and
0.33 time respectively showing the decrease in trend because the Company has increased its
capital each year and in the future the company will raise funds from initial public offering (IPO)
and list in the Lao Stock exchange (LSX) to expand more finance lease to customers within
Vientiane capital also expanding branches in others provinces and main districts of the provinces
when ready. In addition, the Company also has asset quality ratio especially NPLs to total
finance lease equal to 2.05 percent, 1.64 percent, 1.84 percent and 1.18 percent respectively.
Which indicates that, the Company has a good quality leasing and good control to increase of
NPLs.
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Mahathuen Leasing Public Company

Financial Leasing (non-real estate)

MHTL

House number 628, (kilometer 5) Kaison Road,
Phonphanao Village, Xaysettha District, Vientiane

Capital

Foreign Investment License,
No: 196-11/MPI/IPD3 date 10 August 2011
1122/ERO date 20 November 2017
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27,760,000,000 Kip

12,240,000 shares

LAK 2,100 per share

30.6% (Thirty point six percent) of all registered
capital after [IPO
info@mahathuen.com

www.mahathuen.com

(856) 21 418065
(856) 21 418066
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1.2. Company Background

Mahathuen Leasing Public Company (hereinafter “the Company” or “MHTL”). The
Company was established as a limited company on 02 September 2011 with a registered
capital of USD 300,000 and enterprise registration certificate No. 3151/RO with the business
category of financial leasing (non-real estate). MHTL has been established by two
experienced individuals who have more than 20 years of experience in doing business in Lao
PDR; Mrs. Inthavilay Oudom, a Lao investor, which held 12% in the Company and Mr
Chakrit Naksorn, a Thai investor held 88%.

To establish a Leasing business in Lao PDR a business license from the Bank of Lao
PDR is required therefore the Company is under the supervision of Financial Institution
Supervision Department of the Bank of Lao PDR.

MHTL is engaged in the leasing business in Lao PDR, particularly retail finance (non-
real estate) since the establishment of the company. In the early stage, the Company mainly
focused on Japanese made motorcycle financing such as HONDA, SUZUKI, YAMAHA and
others to build client base, obtain knowledge, gain experience for the organization, develop
capacity building and appropriate working system, as well as learning about consuming
behaviors and business operation in Lao PRD before expanding its investment in other retail
financial products.

During the first three years of business operations and Company’s short-term plan,
MHTL was focusing on the development of the organization culture and capacity building.
Therefore, the business policy was more conservative in terms of marketing with a concrete
action plan for financial leasing evaluation and approval. A proper plan for small size leasing
with low capital investment by professional approach was established, which led to the
internal working policy, regulations as well as other requirements for the consideration of
leasing approvals, however the process can be flexible according to the market situation and
business competition.

From 2014 — 2016, the Company focused on expanding customer base by
strengthening customer relationships and build market leadership, by increasing the
proportion of market share in order to expand more branches and service units in Vientiane
capital in the future. In addition, the Company also planned to broaden its products such as:
financing of used motorcycles including refinancing for existing customers base on payments
history to build customer base for expansion to other products.

Since 2017, the Company plans to expand its branches and service units to other
provinces in Lao PDR including other products by having the Company listed in Lao
Securities Exchange to raise capital fund. In preparation for the Company to be listed in Lao
Securities Exchange, an increase of aggressive business strategy will need to be implemented
including a strong internal control and risk management as well as good corporate
governance to strengthen the business operations by creating a balance between the
stakeholders such as customers, partners, investors and shareholders of the Company.

The Company converted into a public Company on 20 November 2017, with a
registered capital of LAK 27,760,000,000, and has been operating as financial leasing (non-

real estate) under the Law of Lao PDR (hereinafter "Conversion date") with the Company’s
shares held by MAHATHUEN Holding Company Limited Thailand totaling
97.5792507204611%, Mrs. Inthavilay Oudom, Lao individual 2.420432276571% and 11

other shareholders at approximately 0.0003170028818%.
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Since the Company establishment, the Company had increased its registered capital 6
times. On the date of establishment, the registered capital was USD 300,000 and in 2012 it
was converted in to Lao kip currency at around LAK 5.6 billion. In 2014 the Company raised
additional capital twice, to LAK 12.8 and LAK 17.76 billion. In 2015 the Capital was raised
up to LAK 23.36 billion and in 2016, the Capital also increased to LAK 25.6 billion and LAK

27.76 billion. Please see the details of capital increasing on the table below:

Table 1: Summary of highlight events

Year Summary highlight events

2011 Mahathuen Leasing Public Company was established as a limited company on 02 September 2011 with a

registered capital of USD 300,000. The Company had enterprise registration certificate No. 3151/RO, and the

business category was financial leasing (non-real estate). Mahathuen Leasing Company Limited was
established by Mrs. Inthavilay Oudom, a Lao investor, which held 12% in the Company and Mr. Chakrit
Naksorn, Thai investor held 88%.

2012 In 2012 the Company changed register capital currency from US dollar to Lao Kip and increased register
capital from USD 300,000 to LAK 5.6 billion or about USD 700,000. The Company revoked the enterprise
registration certificate No. 3151/RO, Dated 02 September 2011 and changed to enterprise registration

certificate No. 1346/RO, Dated 09 October 2012.

2014 In 2014 the Company changed the enterprise registration certificate in 3 occasions:

Firstly, the Company changed from enterprise registration certificate No. 1346/RO dated 09 October 2012 to
enterprise registration certificate No. 007/ERO dated 06 January 2014 due to Mr Chakrit Naksorn transferred
616,000 shares equal LAK 4,928,000,000 at 8,000 kip per share to Mahathuen holding Co., Ltd.

Secondly, the Company increased register capital and share number, resulting in change in shareholding
proportion:

The increased the register capital of Mahathuen Leasing Company Limited by LAK 7,200,000,000 from LAK
5,600,000,000 to LAK 12,800,000,000 which the new shareholders structure as follows:

Shareholders Number of shares Percentage | Number of shares | Percentage
before paid up (%) after paid up (%)
capital capital
Mahathuen holding 616,000 shares 88.00% 1,516,000 shares 94.75%
company Limited
Mrs Inthavilay Oudom 84,000 shares 12.00% 84,000 shares 5.25%
Total 700,000 shares 100 % 1,600,000 shares 100%

Par value 8,000 kip per share
Due to the new shareholders structure, the Company changed to a new enterprise registration certificate

No. 210 /ERO dated 27 May 2014 and had increased registered capital for the 3" time in 2014 by LAK

4,960,000,000, which increased from LAK 12,800,000,000 to LAK 17,760,000,000, and the new shareholders

structure was created as per following:

Shareholders Number of shares Percentage Number of shares Percentage
before paid up (%) after paid up (%)
capital capital
Mahathuen holding 1,516,000 shares 94.75% | 2,136,000 shares 96.22%
company Limited
Mrs Inthavilay Oudom 84,000 shares 5.25% 84,000 shares 3.78%

3
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Total
Par value 8.000 kip per share
Therefore, the Company changed to a new enterprise registration certificate No. 435/ERO dated 24 October
2014.

1,600,000 shares | 100% | 2,220,000 shares | 100% |

2015 In 2015 the Company increased register capital, shares and changed shareholder proportion.
Mahathuen Leasing Company Limited increased register capital by LAK 5,600,000,000 from LAK
17,760,000,000 to LAK 23,360,000,000 which the structure of shareholder as following
Shareholders Number of shares | Percentage | Number of shares Percentage
before paid up (%) after paid up (%)
capita capital
Mabhathuen holding 2,136,000 shares 96.22% 2,836,000 shares 97.12%
company Limited
Mrs Inthavilay Oudom 84,000 shares 3.78% 84,000 shares 2.88%
Total 2,220,000 shares 100 % 2,920,000 shares 100%
Par value 8.000 kip per share
According to the shareholder meeting dated 22 August 2015, the Company changed to a new enterprise
registration certificate No. 649/ERO dated 17 October 2015.
In 2016 the Company changed the enterprise registration certificate in 3 occasions:
2016

Firstly The Company increased registered capital by LAK 2,240,000,000 from LAK 23,360,000,000 to LAK
totaling 25,600,000,000, increased share numbers, and changed in shareholder proportion:

Shareholders Number of shares Percentage Number of shares Percentage
before paid up (%) after paid up capital (%)
capita
Mahathuen holding 2,836,000 shares 97.12% 3,116,000 shares 97.38%
Company Limited
Mrs Inthavilay Oudom 84,000 shares 2.88% 84,000 shares 2.62%
Total 2,920,000 shares 100% 3,200,000 shares 100 %

Par value 8.000 kip per share

Therefore, the Company changed to a new enterprise registration certificate No. 067/ERO dated 28 January

2016.

Secondly, due to the increased of register capital, share number and changing in shareholding the register
capital amount was increased by LAK 2,160,000,000 from LAK 25,600,000,000 to LAK 27,760,000,000, with

the new shareholders structure as follows:

Shareholders Number of shares Percentage Number of shares Percentage
before paid up (%) after paid up (%)
capita capital
Mahathuen holding 3,116,000 shares 97.38% 3,386,000 shares 97.58%
company Limited
Mrs Inthavilay Oudom 84,000 shares 2.62% 84,000 shares 2.42%
Total 3,200,000 shares 100% 3,470,000 shares 100%

Par value is 8.000 kip per share
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As a result, the Company changed to a new enterprise registration certificate No. 480/ERO dated 15 June
2016.

Thirdly, due to the change of managing director, adding more directors and board members, according to the
Board of Directors report dated 17 June 2016, seven directors were appointed:

- Mr Chakrit Naksorn Chairman of the Board of Director

- Mrs Inthavilay Oudom  Vice Chairwoman of the Board of Director

- Mr Manop Tririthvilai Chief Executive Officer

- Mr Chatphonchai Panyathambodee Chief Operating Officer

- M.L. Thongthawal Thongtham Director

- Mr Kriengkrai Nissyan Director

- Ms Prathana Naksorn Director

As aresult, enterprise registration certificate was changed to No. 578/ERO dated 13 July 2016.

2017

In 2017 the Company changed enterprise registration in one occasion, according to the first resolution
shareholders’ meeting dated 25 July 2017. At the meeting, Mrs Inthavilay Oudom aims to transfer 11 shares
worth 11of total value of LAK 88,000, equivalent to 0.00031702% of total shares to external parties, with the
following details:

Shareholders Number of Percentage Number of Percentage
shares before (%) shares after (%)

paid up capital paid up capital
M.ah.athuen holding company 3,386,000 97 58% 3,386,000 97 5792507204611%
Limited shares shares
Mrs Inthavilay Oudom 84,000 shares 2.62% | 83.989 shares | 2.4204322766571%
Ms Thanonglack Oudom - - 1 share 0.0000288184438%
Mr Thanongsack Oudon - - 1 share 0.0000288184438%
Mr Sangkhom Chansouk - - 1 share 0.0000288184438%
Mr Chakrit Naksorn - - 1 share 0.0000288184438%
Ms Prathana Naksorn - - 1 share 0.0000288184438%
Ms Jittima Naksorn - - 1 share 0.0000288184438%
Ms Suthida Naksorn - - 1 share 0.0000288184438%
Mr Kriengkrai Nissyan - - 1 share 0.0000288184438%
Mr Manop Tririthvilai - - 1 share 0.0000288184438%
M.L. Thongthawal Thongtham - - 1 share 0.0000288184438%
Mr Chatphonchai - - I share | 0.0000288184438%
Panyathambodee

3,470,000 3.470.000
Total T 100% 100%

shares shares

Par value 8.000 kip per share

The Company held the 2™ shareholders meeting on 10 August 2017 to consider and endorse the change of the
share value from 8,000 kip to 1,000 kip and converted from the limited Company to public Company in
preparation for the first initial public offering (IPO) and to be listed on the Lao Securities Exchange (LSX),
with the following table below:

Shareholders Number of Percentage (%) Number of Percentage
shares before shares after (%)
paid up capita paid up capital
Mahathuen holding 3,386,000 | 97.5792507204611% 27,088,000 | 97.5792507204611%
Company Limited shares shares
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Mrs Inthavilay Oudom 83.989 shares 2.4204322766571% | 671.912 shares | 2.4204322766571%
Ms Thanonglack Oudom 1 share | 0.0000288184438% 8 shares | 0.0000288184438%
Mr Thanongsack Oudon 1 share 0.0000288184438% 8 shares | 0.0000288184438%
Mr Sangkhom 1 share | 0.0000288184438% 8 shares | 0.0000288184438%
Chansouk
Mr Chakrit Naksorn 1 share | 0.0000288184438% 8 shares | 0.0000288184438%
Ms Prathana Naksorn 1 share | 0.0000288184438% 8 shares | 0.0000288184438%
Ms Jittima Naksorn 1 share 0.0000288184438% 8 shares | 0.0000288184438%
Ms Suthida Naksorn 1 share | 0.0000288184438% 8 shares | 0.0000288184438%
Mr Kriengkrai Nissyan 1 share | 0.0000288184438% 8 shares | 0.0000288184438%
Mr Manop Tririthvilai 1 share 0.0000288184438% 8 shares | 0.0000288184438%
M.L. Thongthawal 1 share | 0.0000288184438% 8 shares | 0.0000288184438%
Thongtham
Mr Chatphonchai 1 share 0.0000288184438% 8 shares | 0.0000288184438%
Panyathambodee
Total 3,470,000 100% 27,760,000 100%
shares shares
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2. Use of Proceeds

The Company expects to receive fund from initial public offering (IPO) not less than
12,240 million kip, to expand its business in Vientiane Capital.

The proportion of investment plan and use of fund from initial public offering (IPO)
(hereinafter "IPO") are detailed as the table below:

Table 2: Use of proceeds from IPO

Total Investment Proportion of
Objective Amount proceed of fund from
(million LAK) IPO

Estimated Period of
Investment

Expand finance lease to
cller}ts within Vientiane No less than 12,240 2018 - 2019
Capital;

period

No less than 12,240 100%
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3. Risk Factor

Investing in any business may entail risks. Prior to making any judgment to invest, and
with regards to the risks described below, investors should carefully review all information in
this Prospectus. The following sections describe numbers of possible risks that might affect
the Company and the value of the investment in the Company. Although the Company tried
to review all possible significant risks, there may be other risks of which the Company is
unaware of and those risks can impair the Company’s business operations, financial
condition, results of operations and prospects. This Prospectus also contains forward looking
statements that involve risks and uncertainties. The Company’s actual results could differ
materially from those anticipated in these forward-looking statements because of the
uncertainties, including the risks faced by the Company described below and elsewhere in
this Prospectus.

Lao PDR may be thought of as a “frontier market” and investing in newly established
stock exchanges may entail risks that may not happen in the “emerging markets”. Thus, in
addition to issues relating to the Company (quality of management and assets, cash flow
generation, financial liquidity, regulation of the telecommunications market and so forth),
investors should pay careful attention to the issues relating to the new stock exchange,
including but not limited to regulation, taxation, liquidity and transaction costs.

In addition to the other information contained in this Prospectus, prospective investors
should consider the risks described below before making any investment decision. The
following describes some of the significant risks that could affect the Company and the value
of any investment in the Company. Moreover, additional risks may be known to the
Company, or risks that the Company currently deems immaterial, may have a similar adverse
effect and investors could lose all or part of their investment.

The risks faced by the Company are competed below:

3.1 Business risk

Motorcycle financing business is under regulation of the Bank of Lao PDR and it is a
highly rewarding business which cause the industry to become highly competitive due to the
growing numbers of new competitors.

The Company has been operating since 2011. Although having six years of
motorcycle financing experience, the Company is still facing risk of increasing market shares
due to new competitors in the industry. Considering the key to success of the business which
consists of source of fund, experience team and expertise in various fields, such as credit
analysis, database system for monitoring information using operational IT controlling system,
repayment controlling system, and good relationship with dealers who support with giving
customer’s advice. The Company is aiming to reduce the market competition risk by having
experienced management team with more than 20 years working in motorcycle leasing
business, maintain good relationship with top dealers who have majority of market shares in
the industry that will help to promote the Company’s competitive advantage. Furthermore, to
reduce the mentioned risk above, the Company will need to be listed on the Lao Securities
Exchange to help increase the competitiveness advantage, more opportunities to succeed in
stable business operations because the increase of fund mobilization channels and be able to
expand the business as well as market share in the future.
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3.1.1 Macro economic risk

Financial leasing business is categorized under financial sector which is sensitive with
the changes in economic conditions compared to other sectors, therefore the economic
situation is playing a significant role in this business because business operations might not
perform as planned. In the case of economic growth, employment rate will increase, and there
will be more consumption in goods and services; people will buy more necessary assets with
long term usage, such as motorcycles, cars, appliances, houses and others; therefore, leasing
business has the tendency to move in the same direction of the country’s economy. In
contrast, poor economic conditions will affect lower consumption and decrease inability to
pay back the Company.

Nevertheless, the impacts from the country’s economy are external factors that are
inevitable and uncontrollable. To reduce such risks and possible effects the Company will
need to pay close and continuous attention in monitoring the economic situation for the
Company to have the least impact.

3.1.2 Marketing and competitive risk

With small capital funding, good technique and “know how”, anyone can enter the
motorcycle leasing business. With the increasing number of competitors, the Company could
have a risk of increasing market share in the future with varieties of products and more
promotion terms offering by the competitors. However with new businesses in the market,
the Company can enter in to new partnerships that can lead to have a bargaining power for
the Company.

With high competition, the Company is using strategy on interest rate policy, fees,
and other services that is different from the competitors with the advantage of having the
management team that have experience in doing this business in Laos and aboard for more
than 20 years. Furthermore, if the Company is allowed to issue IPO and be listed on LSX, the
Company will have lower cost of capital that, in some extent, can compete in terms of interest
rates. In addition, after listing on the LSX, the Company will have better management as
LSCO, LSX, external auditor and other advisers will monitor, control and provide full
assistance in making the Company more reliable and gain public trust to attract more
customers.

3.1.3 Revenue risk from non- diversified products

The main revenue of the Company is from motorcycle leasing. Therefore, the
Company may face a revenue risk from non-diversified products which may affect in the
future performance of the Company. In order to reduce this risk, the Company plans to
expand more services, such as providing financial lease for cars, electronic appliances,
machinery etc, because the advantage is that the Company is granted a license for all non-real
estate leasing services from Financial Institution Supervision Department. In addition, the
Company will expand to other financial businesses according to the approval from related
authorities in the future.
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3.2 Financial risk

3.2.1 Risk from Nonperforming Loan (NPL)

Motorcycle leasing business is a highly profitable business. The determination of
financial conditions, such as installment rate, interest rate and the contract duration depends
on the market mechanism controlled by the Bank of Lao PDR which currently has no fixed
ceiling rate. As a result, motorcycle lease entrepreneurs can operate with full competition
depending on the potential of the companies that make the competitive situation in this
business quite high.

Considering the Company business status is at the beginning stage, the Company will
need to expand its customer base in a high rate to increase market share. Therefore, the
balance between the expansion of credit customers base to the lease contract and the
flexibility of the credit approval to get a quality credit must be in taken into the consideration.
If the Company is unable to maintain this balance, risk of decreasing quality of credit will
affect the company’s performance, as it need to acknowledge more bad debts and doubtful
accounts from more provisions.

To protect the risk of bad debtors, the Company can confiscate the motorcycle if
certain conditions are met as indicated in the lease contract (the Company may confiscate its
debtors’ motorcycles if debtors skipped to pay the installment over a specified timeframe) to
request for outstanding payments. In a case where customers unable to make payments, the
Company will confiscate the motorcycle and sell it as soon as possible.

Along with these measures, the Company has a strict guideline in approving credit by
paying more attention to the approval process. Before the approval, customer’s information
will be checked from the Company database system. In addition to the collateral
(motorcycle), the Company also required a third party to guarantee to prevent risk from the
debtors as well as appropriate amount of down payment depending on the risk of each debtor
is required. The Company will also setup a controlling system of the debt installments
payment by creating a unit to track debt and follow up with customers by separating into
several levels base on customer payment behavior.

To reduce the risk further, the Company also focuses on financing to the existing
customers or customers who are working in Vientiane capital. The Company also offer
commission to Credit Analyst depending on the ability of their customers to pay the
installment on time. This incentive will encourage the Credit Analyst to follow up with the
debtors at the beginning of the contract to enable the Company to receive payments within
the installment plan. If there’s a potential that debtors cannot make future payments, the
Company has the right to confiscate the motorcycle without delaying in order to reduce the
risk of motorbikes being taken out of the city.

10



Mahathuen Leasing Public Company

Table 3: Doubtful accounts and bad debt expense

31 Dec 31 Dec 31 Dec 31 Dec

Detall 2014 2015 2016 2017
Million
Doubtful accounts and bad debt expense LAK 615.49 575.12 924,08 555.05
Doubtful accounts and bad debt expense to % 6.00 463 5.48 392
total revenue
Doubtful accounts and bad debt expense to % 205 1.64 1.84 118
total leases loan

3.2.2 Risk on a single source of fund

Accessing source of fund is an important factor in business operations, as leasing
business needs to access capital for providing credit lease. Currently the Company’s capital is
coming from internal sources including cash from operations and external sources such as
loans. On December 31, 2017 the Company has an outstanding loan of LAK 9,600,000,000
that came from a single source. The Company can face liquidity risk if the extension of loan
agreement is denied. Based to the loan repayment record and the Company’s history in
complying with the terms and conditions in the loan agreement, this concluded that that the
Company has a good repayment record and complies with all terms and condition in the loan
agreement.

Knowing that depending on one source of fund may occur risk, the Company is
planning to be listed on LSX that can build credibility to the Company more effectively and
opportunity to access more funds from domestic and international money market, selling
shares to public and corporate bond offerings.

3.2.3 Risk on interest rate

Movement of interest rate in the market may have the effect on the Company's
income to decrease. In case the Company has a cost of borrowing, the margin between
interest rates on loan and leasing interest rates may decrease.

If the risk on interest rate movement occur, it will not effect on a particular company,
but will impact the industry as a whole. Nonetheless the changes on loan interest rate in the
past had a minor impact to the Company's operations because the changes were small. The
Company loan agreement is signed yearly and that can help to ease the conditions for
negotiation on interest rate adjustment to align with the market rate. With conditions
mentioned above, the Company will be affected by changes of interest rate in a manageable
level.

3.2.4 Risk on increasing debt
Over the past years, the Company has borrowed money from foreign investors and

related parties to continuously expand the business which led to a constrain use of land as
collateral to access more fund from commercial banks. To keeps its business growing
continuously, the Company needs to be able to access different sources of funding to respond

1




Mahathuen Leasing Public Company

to the business growth and that can result for the Company to have high level of debts in the
future. Moreover, relying on a single source of loan may face financial struggles assuming
the Company is being asked to repay the loan amount before the maturity date.

The preventive measures for the Company is to find sources of fund that can comply
with the purpose of using term, also the appropriateness of the interest rate according to the
economic situation, repayment period and debt ratio in order to find the best source of fund.
If the Company can be listed on the Lao Securities Exchange, there will be more channels to
access sources of fund such as shares and corporate bond public offerings or access fund
from banks by using customer accounts as collateral for a loan.

3.2.5 Currency risk

The dominant currency in doing business in Lao PDR is Lao Kip (LAK). The
Company sources of funds are from domestic and offshore loans which cause the company to
manage different currencies such as Lao Kip (LAK), US Dollar (USD) and Thai Baht (THB)
depending on the source of loan. When the exchange rates fluctuates it will affect the
Company debt repayments, therefore to reduce such risk, the Company needs to borrow in
LAK currency. In addition, the Company may also use forward exchange, but currently
financial institutions do not provide such service for the LAK or there will be a high fee
associate with the service. If needed the Company will take the forward exchange into the
consideration.

3.2.6 Product leasing Risk or collateral Risk

In the consideration of granting a lease with collateral, the collateral (in this case the
motorcycle) of a new product (first-hand motorcycle) will base on the market price or prices
that are offered or recommended from motorcycle dealers. In case of used motorcycle
(second-hand motorcycle), the Company will evaluate by the market price depending on the
brand, manufactured year, and condition of each motorcycle. In evaluation of collaterals,
each item must be a well-known brand in the market in case there’s a resell (second hand
motorcycle market) and the price cannot be lower than the condition of motorcycle.

Since motorcycles are easily moved, tracking customers who are late or skipped on
their repayments can be difficult; and if there’s a chance that the Company know a particular
customer will not be able to make the repayment, confiscation could take place so the
Company can resell. In the occasion where the Company cannot confiscate the motorbike to
recover debt it will directly affect the business in terms of financial status and performance of
the Company. Although each leasing contract has motorcycle as collateral, the value can be
decreased more than expected overtime due to poor maintenance by the customers.

By taking the collateral risk into the consideration, the Company policy is to provide
motorcycle leasing only to the high technical standard, durable and well-known brands
particularly Japanese brands such as HONDA, YAMAHA and SUZUKI that have a high
demand in the second-hand market. When confiscated motorcycles are still in good condition,
there is a high demand in the second-hand market comparing to those short-term life
motorcycle.
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3.3 Management and operational Risk
3.3.1 Risk by the Director

The quick success of the Company after its establishment for only 6 years was because
it was operated by the experience individuals, who have the expertise and well-known in the
industry that play an important role in various departments such as marketing, credit
management, collection and debt management etc. Without the experience managers, the
Company can face business operational risk.

Managers are the co-founders of the Company which hold some shares in the
Company, therefore as part of the Company’s owners key to success is to maximize the
benefits of the Company. Moreover, Company also provide training courses to staff such as
knowledge development, interpersonal skills to improve performance in their roles .

In addition, for consistency the Company have set up an operational manual and a
product program to ensure that the operational performance management meet the Company
standards. These manuals are approved by the Board of Directors to ensure that Company can
run its business continuously and constantly.

3.3.2 Risk from Controlling by major shareholders

After the IPO, the major Company’s shareholders will be Mahathuen Holding company
with 67.72% of total vote from registered capital which will take almost full control of
shareholder’s meeting resolutions including the appointment of BOD or approval of other
matters that require most of the shareholders' meeting except some agenda related to the
Article of Association and laws. Therefore, other shareholders may face risk of not having
enough votes to veto the votes of the major shareholders during the shareholders meeting.

For transparency and to reduce the risk in the management by major shareholder, the
Company has set up BOD in which there is a balance in power of its members by having
independent directors not less than one-third of the total numbers of directors to provide
comments and consider important issues and directors who have conflict of interest with any
agenda are unable to vote.

3.3.3 Risk by the Computer system

Motorcycle leasing business is engaged with many information and data therefore, the
management information base is needed. Information technology requires close control and
monitoring system with expertise skills to solve issues in case of an emergency. Risks
associated with the computer system are: system programming, hardware, security software
and information system.

The Company plans to prevent the above risk as follows:

- Application software: in case of emergency the Company has built a backup storage
which located in a secured location. In addition, to make sure that the backup storage
system is working properly, system testing is done twice a year.

- Hardware Control: There’s a backup computer that support the Company’s server.
the quality of this computer may be lower than the main computer but it is not placed
in the same location as the server instead this backup computer is placed in different
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branches. The backup computer is working the same way as the main computer and
being tested regularly.

- Data Risk: Equipment for data storage to replace the damaged equipment will be
procured. The data will get back up every day in an external storage which located
offsite or handed to the authorized person. Another backup system will also be
installed in case the main storage is damaged.

- Security risks in accessing computer systems and data: The system will be access by
the authorized personnel only. And to prevent the system risk such as computer
virus, the Company will install security software such as Firewall and Antivirus
software. Using external files such as external USB devices are restricted to avoid
computer virus that may arise.

3.3.4 Risk of Staff fraud or other Parties

Leasing business is involved with direct money services especially when customers
are making installment in cash, therefore chances of fraud by staff is relatively high. In order
to prevent such problem, the company have setup a strong internal control policy in
monitoring the technology system by the central department enquiring customers to provide
identity information before making payments and printed receipt must be given to the
customers for their record and Company lease control system. The Company also have an
internal audit to randomly check leasing and receiving installments from customers to prevent
risk and disciplines policy is introduced to violators to minimize damages.

3.4 Offering Risk
3.4.1 Liquidity risk from regulatory process of listing on the LSX

The Company intends to increase capital through IPO scheme and has submitted
application for the Company to be listed on the LSX through BCEL-KT Securities Company
Limited (BCEL-KT), a financial advisor that has reviewed the Company’s application and
concluded that the Company is qualify for listing on the LSX except the minority
shareholders’ distribution criteria.

It is still an uncertainty for the Company to grant an approval from the LSX which
may incur the liquidity risk of ordinary shares of the Company in secondary market to
investors. In case the Company is unable to fulfill all of the requirements, especially the
number of minor shareholders must be at least 100 shareholders and the distribution must be
more than 10% of total registered shares, the ordinary shares of the Company may not be
granted the approval to be listed on the LSX.
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4. Current business
4.1 Philosophy and business policy

Slogan
“Mahathuen Leasing, we provide the financial services for all”

Vision

“Be a listed company on LSX and the leader of leasing company for motorcycle in Lao
PDR”

Mission

“Mahathuen Leasing, we provide the financial service for all” a commitment in our business
operation for stakeholders with this mission below:

For client :To win customer’s heart with excellent customer service by a
professional team with financial innovations

For staff :To promote professional development and stability on work-life
balance

For shareholders :To be listed on Lao Securities Exchange and give good returns

For Partner :To build trust with business partners who are ready to grow and
succeed together.

For society :To be an alternative investment for Lao people.

4.2 Business model

The Company setup its business model focusing on financial leasing services and not
to be a motorcycle distributor and will not start a business in motorcycle dealers to be the
competitor with its own business partners as the Company is more interested in focusing on
good services and to be the expert in financial leasing industry.

Over the past several years, the economy in Lao PDR was growing sustainably and
the growth rate of GDP was greater than 7 percent annually which resulted in more demand
for motorcycles. With the increase of demand, the existing motorcycle dealers are facing the
challenges of distributing motorcycles to provinces; therefore provincial customers need to
travel to the city in order to purchase a motorcycle, with more customers there are also an
increase number of financing lease company growing in the market. For those reasons, the
Company changed its business model to create more opportunities and increase market share
stability by partnering up with motorcycle dealers with a long-term contract.

The integrated business model is to focus on financial lease services by working with
the motorcycle dealer partners on financial leasing to customers who are purchasing
motorcycle through financial lease.

The advantages of setting up a new business model:

» The Company is operating in financial lese only, but more products will be added
such as: providing leasing credit for used motorcycle, refinancing and other leasing
services in the future according to the authorization of related parties such as personal
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loan to create operational transparency, be the expert in the financial lease field,
professional development in all levels.

» Expert teams are developed on retail lease for new and existing customers with good
credit.

» Build a strong partnership with motorcycle dealers who will bring customers to the
Company.

» Source of fund will be used to invest in financial lease to generate income

4.3 SWOT Analysis

e Strengths

» Will be the first leasing Company listed on the LSX and increase brand awareness for
both client and partners, especially foreign partners.

» Staff with expertise in leasing business, especially in motorcycle leasing.

» Good relationship with dealers with excellent customer service for over 6 years.

» Motorcycle dealer partners continuously bringing customers to the Company

» Over 6 years of operating, the Company have a great understanding on consumer
behavior and have more than 40,000 persons for Vientiane Capital customers.

e \Weaknesses

» Services branch not cover throughout the country, currently, the Company mainly
operates in Vientiane capital. Although, it was planned to expand its service to
provincials or main cities but it will gradually increase.

» Have limited capital to expand the business, although it will raise its capital from the
LSX but still need more sources to expand in the future.

e Opportunities

» Once the Company is listed on the LSX, the Company will work under a standard
operating procedure , reliable and increase new partnership opportunities or easier to
find sources of fund.

» Opportunity to expand in different segment of financial lease, besides motorcycle
leasing the Company can consider providing other products such as car, electrical
appliances and agricultural machinery or other business in accordance with the permit
of related parties.

» Opening its branch in provinces under the rules and regulations of the Bank of Lao
PDR

» The demand rate of using motorcycle is getting higher in parallel with the increase
demand of finance leasing.

» The government of Lao PDR is considering the approval of the usage of motorcycle
with the engine size more than 250cc, which gives the opportunity for the Company
to expand financial lease to new group of customers.

e Threats

» The Company doesn’t have a license to operate real estate or microfinance business

» There are a lot of new companies entering the market with high capital and business
know-how which can cause the competition to be highly competitive

» The monopoly of certain motorcycle brands in the market can create bargaining
power which gives the Company operation to be limited.
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The motorcycle leasing competition is getting stronger according to the trend analysis
between the new and current competitors which made the interest rate and loan rate to slowly
decreasing overtime that can affect the business in the long run, but in the short term, there’s
a temporary impact as the Company is using the strategy of generating income through
lowering Company’s administrative cost and receiving non-interest rate payment from the
customers but by asking them to pay for service fees.

4.4 Characteristics of services
The Company has 3 types of leasing services such as:
1. New motorcycle
2. Used motorcycle
3. Refinance

Table 4: Proportion of leasing services 2014 - 2017

Services 2014 2015 2016 2017
New motorcycle 98.79% 96.88% 94.95% | 94.44%
Used motorcycle 1.03% 1.29% 1.13% 1.59%

(Refinance) 0.18% 1.83% 3.92% 3.97%
Total 100 % 100% 100 % 100%

Since operating up to 2017, the highest motorcycle leasing falls under the New
Motorcycle category covered 94.44% of the total services, Refinance service covered 3.97%
and Used of Motorcycle leasing was 1.59%. However, during 2014-2017 the trend of
refinancing had increased gradually by 0.18%, 1.83%, 3.92% and 3.97% respectively which
means there are more returning customers.

4.4.1 New motorcycle leasing service

The Company provides motorcycle leasing service by focusing on well-know
Japanese brands including HONDA, YAMAHA, SUZUKI, and others. Approximately, 90
percent of all motorcycle leases are HONDA that includes the target group of customers that
fall under the low to medium income.

For the motorcycle lease service, customers may not have enough money to purchase
a new motorcycle off the shop and require installment payments, in such case customers will
need to pay initial payment or down payment (minimum amount) and the remaining amount
will be in the lease contract with installment payments period. Once the contract is signed,
customers can utilize the motorbike but maintenance lies under the responsibility of the
customers and the ownership of the motorbike will be under the Company until the customers
made payment in full and the ownership will be transferred to customers. If the installment
left unpaid for three months, then contract will be canceled automatically and the motorbike
must be returned to the Company.

In the process of leasing service, there’s a team specialized in evaluating the customer
credit who constantly contacting the motorcycle partners in Vientiane Capital including big
and small dealers covering more than 30 dealer shops. When a customer is interested in
purchasing a motorcycle through financing, the Company will provide leasing information to
the customer, evaluate the credit and qualification of the customer before approving the lease.
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For time saving, the Company have placed a representative at the motorcycle dealers instead
of asking the customer to come to the Company.

The motorcycle dealers are playing a big role for the Company as they are the passage
way for the Company to get to customers, therefore building good relationship with business
partners is crucial for the Company.

4.4.2 Used Motorcycle

The Company provides second-motorcycle leasing from the confiscated motorcycles
and the process of credit evaluation is similar to the first-hand motorcycle leasing. Second-
hand motorcycle leasing gives the Company the opportunity to expand its customer base also
provides the opportunity to customers who want Japanese made motorcycle but do not have
enough fund to purchase first-hand. In the future, the Company is planning to expand the
second-hand motorcycle leasing to motorcycle dealers.

4.4.3 Refinance

The Company provides refinancing service to customers with the existing loan either
with the Company or other financing companies by using the motorcycle under the loan
contract as a collateral or the customers’ own motorcycle. The applicant must be specific on
the objective of refinance; the Company will evaluate the cost of motorcycle base on the
Company’s policy to calculation the interest rate and fees will be different from motorcycle
leasing, but the procedures will be the same.

Generally motorcycle leasing involved 3 parties such as the leasing Company, the
motorcycle dealer and the customer which explain in details as follows:

1) Leasing Company

The Company, as a motorcycle leasing provider, will facilitate and generate
conditions to customers who want to be in the lease program; the Company focuses on a
quick turnaround time for customers to be able to get their credit approval within 1 day for
them to be able to use the motorcycle. The Company operates under an advance
computerized system with highly skilled staff to provide before and after sale service to
customers.

2) Motorcycle Dealer

Motorcycle dealers are the most important business partner for the Company as they
are the passage way for the Company to get to customers. Motorcycle dealers will direct
customers who want to purchase motorcycle through leasing to one of the Company’s
representative who will be presented at the dealers shop for direct service.

3) The customer

The Company is targeting customers who have stable income from low to medium
such as: government officials, private company employees, factory employees, general
employees, workers, merchants and farmers who are looking for motorcycle leasing option
when deciding to procure one. The interested customers can approach the motorcycle leasing
service desk at the dealer shops who then will check the appropriation of the applicant and
proceed next steps of the credit approval procedures.

For the appropriate amount of credit approval and the terms of installments are
depending on the down payment amount from customers, the ability to pay the installment,
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financial position of each applicant including conditions and useful life of motorcycles. the
Company mostly providing Japanese brand motorcycles with average useful life of 5 - 7
years and some are 10 years; the prices are between 10 to 30 million Kip with 1 to 3 years
period of installment.

Table 5: Details of motorcycle lease per unit

Minimum pay rate 15 - 30% of the
price

Down payment rate

Monthly Installment payment

300,000 Kip — 1,200,000 Kip

Leasing amount

10 — 30 million Kip

Interest rate for new motorcycle (flat rate/month)

2.1% -2.3%

Interest rate for used motorcycle (flat rate/month)

2.5%-3.5%

Installments period 1 month / time

Terms of payment Not more than 36 months

QGuarantee Person and/or collateral

Remarks: Leasing interest rate discounts of new motorcycles will depend on the rate of down payment
of customers and the company’s terms and conditions.

Table 6: Details of refinance service

120,000 LAK

Approving fees

Depending on the valuation of
company’s policy

3.5%- 5.0%

1 month / time

Credit line

Leasing rate (Flat Rate/month)

Installment

Terms of down payment Not more than 18 months

QGuarantee Person and/or collateral

In the past, the Company had a policy of installment payment terms for all its services
not more than 36 months, but in between 2014 — 2017, in the beginning of the period, most of
customers preferred short-term installment payments rather than long-term however toward
the end of the period, customers preferred the middle-term to long-term payments as can be
seen in the following table:
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Table 7: Rate of motorcycle lease 2014 — 2017 and the terms of repayment

Term of payment

37% 34% 28% 33.92%

<24 month 47% 47% 48% 48.02%

<36 month 16% 19% 24% 18.06%
Total 100% 100% 100% 100%

Two main factors that have an influence on long-term payment are as follows:

1.

Motorcycle leasing business is a fast-growing business and many people are aware of
this leasing product so the number of motorcycle leasing is also growing.

The down payment amount or first initial payment has a tendency to decrease that
makes the remaining amount of leasing increased. Therefore, to make the monthly
installment at a reasonable price for customers to be able to make payments, there is a
need to extend the terms of installments longer.

4.5. Marketing
4.5.1 Types of customers and target market

The Company’s target market is a group of customers with stable income from low to

medium such as government officials, employees from private sectors, general employees,
merchants and farmers. For high earners, they have the ability to purchase a motorcycle
without financing therefore they’re not falling in the Company’s target market. The Company
has segmented customers into two target groups as per following:

1)

2)

Customers with financial statement

Mostly live in the city who have stable income from low to medium level
where financial record can be checked from business financial institutions. Guarantors
must provide proof of identity card and bank statement in person for processing. This
group covers about 40 percent of the total customers.

Customers without financial statement

This type of customer mostly freelancer who are self-employed. To provide
leasing service to this group, the Company needs to be able to access the true and
accurate financial information. Guarantors must provide Identity card and residential
registration book for the Company staff to check with relevant officers for accuracy of
the documents .This group covers about 60 percent of total customers.

Based on the statistics of previous payments from both groups shows that rate
of down payment effects the leasing quality; customers with down payment rate more
than 30 percent of motorcycle value, are tend to be good quality customers. Therefore
the Company is encouraging customers to put down payment in an appropriate rate
for customers’ ability to pay the installments.
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4.6. Competitive strategies
4.6.1 Service strategies

The most important competitive strategies of retail financial lease is a quick and fast
service to meet the customer needs with high efficiency. Therefore, the Company introduced
a short efficient and effective procedures of leasing approval with credit limit for each level.
To give convenience to customers, the Company provides credit staff at the dealer shops to
service the customers and have a clear time frame of motorcycle registration.

The key principle of Company’s customer service is to build good relationship and
great impression to customers. The staff are regularly receive trainings on improving
customer service and communication skills to be able to meet customer’s demand and to meet
the objective of the Company’s slogan “Mahathuen Leasing, we provide the financial
services for all ” For the Company can be known in the market through word of mouth.

4.6.2 Interest rate policy

The Company’s interest rate policy depends on the market competition of each area or
motorcycle brands so there’s no set interest rate. For the Company to compete, interest rate is
not the selling point. However, with the new competitors entering to the market, the interest
rate strategy will have to be able to retain or increase the market share. The Company will set
interest rate based on following factors:

- The general rate of return set by other leasing companies and partner groups of
motorcycle dealer in each brand or series.

- The economic trend that can affect current loan interest and future, which will affect
the change in business direction of the Company and partnership motorcycle dealers

Therefore, the rate of return for the Company will depend on the competition and
market situation at that time.

4.6.3 Marketing Channels

Currently the Company only provides motorcycle leasing in Vientiane capital. The
Company has created partnerships with motorcycle dealer in different main cities to enhance
the potential of doing business together. After the Company is listed on the Lao Securities
Exchange, the Company is planning to expand its branches in the main cities of different
provinces in the future such as Savanakhet, Champasak and Luangprabang, because in the
past these provinces had potential in substantial economic growth.

The Company has 2 marketing channels:
1. through motorcycle dealers
2. walk-in customers at the Company

In the past the Company provided leasing service through motorcycle dealers at about
98 percent of the total customers because customers preferred fast and quick service or were
unable to come to the Company, therefore, customer prefer the Company to provide service
to customers at the dealer shop. By the end of 2016, the Company had partnered with more
than 30 motorcycle dealers in Vientiane Capital focusing on 3 Japanese brands such as
HONDA, YAMAHA and SUZUKI with good after sale service.
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Moreover, to reach target markets the Company also use different advertising
techniques such as direct public relations in various locations, online social media, leaflets,
posters, newspapers, exhibitions with the Company’s motorcycle dealer partners,
telemarketing and other social media.

4.6.4 Sale promotion policy

The Company has a sales promotion policy to its staff and motorcycle dealers
according to the number of customers sent to the Company, including the quality of
customers and sales volume of each motorcycle dealers in order to keep the Company to be
competitive in the market.

4.7. Economic situation and competition
4.7.1 Economic situation

In 2016, the GDP of Lao PDR growth at 7.02 % caused by two main factors:
industrial sectors and service sectors including electricity, processing goods, wholesale and

retail services and auto repair services. The value of GDP increased from 117.25 Billion LAK
to 129.27 Billion LAK.

The average income in 2016 was USD 2,408/person (according to International
Statistics Center website: www.lsb.gov.la ) compared with 2015 which was USD 2,226
/person, increased about 8.18%, showing that the purchasing power had increased along with
the increasing on the management of financial liquidity by making more on the purchasing of
high-value assets with financial lease. This will be a factor to support leasing business to
grow more in the future.

According to the National Statistic Center year 2015, the total population of Lao PDR
was about 6.49 million people, comparing with 2005 which had 5.62 million, average
increased at about 87,000 people per year (survey is conducted every 10 years). Half of the
population live in 5 provinces such as Vientiane capital (821,000 people), Savannakhet
(970,000 people), Champasak (694,000 people), Khammouan (392,000 people) and
Luangprabang (432,000 people). With the increasing numbers of population, there’s a
potential growth in the motorcycle market and that will be an opportunity to expand the
customer base of motorcycle leasing.

The infrastructure, especially roads had been improved making the traveling by road
more convenient and accessible to more places. So, the demand of using vehicles will be
increased which means leasing business have a potential to grow especially motorcycle
leasing as it is the largest market size. The loan interest rate will decrease and will lead to the
cost reduction of Company’s loan and increasing the Company’s price competitiveness. With
the loan interest rate decreases, the competition will be higher, however, there will also be an
increase of customers demand on financial lease.
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Picture 1: Economic growth of Lao PDR 2012-2016
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Considering the overview of economic trend mentioned above, the Company expects
the financial leasing sector will have potentials to grow, which is a good opportunity to the
Company to expand its leasing credit in the future.

4.7.2 Industrial situation (Motorcycle leasing business)

Generally the motorcycle leasing business is going along side with the growing of
motorcycle sale, this can be seen from the growing rate of new motorcycle registration and
the total leasing value of leasing companies are moving in the same direction.

Picture 2: Accumulative numbers of motorcycle registration 2012 - 2016
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The accumulative numbers of motorcycle registration in 2012 — 2016 had an
indicative growth, reflecting continuously growth of the motorcycle demand of customers.
The main factor of growth was from the support of non-bank financial institutions, especially,
the financial leasing business that began to provide services since 2009; before the financial
leasing business started, customers were purchasing motorcycles in cash and now they’re
able to pay by installment. As a result, sales of motorcycle in Lao PDR will increase due to
the availability of motorcycle leasing.
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Picture 3: Total credit amount by non-bank financial institution
2012 - 2016 (billion LAK)
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The non-bank financial institutions include: non-deposit financial institutions, deposit
financial institutions, credit unions, leasing companies, pawn shops and international funds
transfer companies, had been increased rapidly between 2012 — 2016. In 2012, the total credit
amount reached LAK 286 billion and in 2016, it reached LAK 12,653 billion, increased more
than 44 times comparing to 2012. Note that the total credit amount of 2015 comparing to
2016 had increased exceedingly from LAK 1,126 billion to LAK 12,653 billion, due to the
increasing number of big leasing companies in 2016 and there were more competitions in this
sector, especially foreign leasing companies which were authorized by the Bank of Lao PDR
to operate various financial services in Lao PDR making the total credit amount of non-bank
financial institutions growing exceedingly in which the total leasing credit of leasing
companies covered LAK 7,693 billion or about 61% of total credit amount of non-bank
financial institutions. The growth reflects the better responsiveness of consumers on financial
lease in Lao PDR and the change in consumers behavior prefer to buy goods using leasing
services such as motorcycles, cars, electrical appliances with middle to high prices, so the
consumers are able to better manage their financial liquidity. The Company expects that the
ratio of buying motorcycle by cash and down payment will change, currently (2017), in
Vientiane capital every 100 motorcycles sold, 40 of them (40%) were paid by installment
which increased comparing to the past which was only 20 motorcycles (20%). It’s expected
that in the future the payment by installment will rise to 80%. For other provinces, the trend
of payment by installment will follow. Currently, the payment by installment is less than 20%
in the provinces and expect to reach 40% to 60% (according to the information from New
Chip Xeng company, the dealer of HONDA motorcycle who has more than 80% of market
share). If the proportion of payment by installment increases, the size of the financial lease
business will be grown in the same direction.

4.7.3 Competition conditions

Motorcycle leasing business is a competitive business based on the market
mechanism under the supervision of the Bank of Lao PDR and it is a high return business
thanks to leasing interest rate between 21% —30% per year. Therefore, it attracts more
entrepreneurs to enter into the motorcycle leasing market making more number of new
entrepreneurs to continuously increased.

Between 2009-2012, the competition in leasing business was not high; there were
only 6 leasing companies in Lao PDR. In 2017, the number of leasing companies was

24



Mahathuen Leasing Public Company

increased to 30 companies, so, the competition also increased. However, motorcycle leasing
market still has opportunities to grow due to the following reasons:

- According to data from Transport Department, Ministry of Public Works and
Transport, there were 1,413,990 registered motorcycles in 2016 compared to total population
of around 6.5 million people. The range of age of population using motorcycle was between
15-49 years old which covered about 65.38% or 4.25 million people. This means that the
remaining population of around 2.84 million people will be a potential market that can be
expanded in the future.

Picture 4: Number of population in 2015 (Million people)
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- Motorcycle’s useful life is around 4-7 years (according to a survey of 100 motorcycle
users). Then, the consumers will need a replacement.

Even though, the competition in motorcycle leasing market is still high, but the
Company believes that there is a potential to develop and increase its market share because
the Company has more than 6 years of experience in motorcycle leasing and is one of the six
pioneer companies in the motorcycle leasing business in Lao PDR that helps the Company to
have network with major motorcycle distributors in the Lao PDR who provide customers to
the Company continuously and steadily, have a good relationship with retail distributors and
the Company also have management team with more than 20 years of experiences in this
sector who acquire skills and have better understand customer’s behavior in the motorcycle
markets so that the Company can design motorcycle leasing services to respond to customer
needs as can be seen in the past Company's performance. The Company continuously grow
reflecting good feedbacks from customers. There are more opportunities to grow in the
motorcycle market in Lao PDR, especially in the provinces with limited access to motorcycle
leasing business and potential economic and population growth such as Vientiane capital,
Savanakhet, Champasack, Khammouan and Luangprabang provinces. By having the
Company listed on the LSX will create a potential for the Company to expand branches in
provinces to increase its customer’s base in the future.

In order to expand branches to provinces, according to the bank of Lao PDR, the
leasing company must operate business and has profit from the operation at least 2 years. The
Company itself has completed this requirement for the expansion to provinces. Most of new
leasing companies still misunderstand this regulation. Therefore, it is an opportunity for the
Company to expand its services to cover those areas before new competitors.
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4.7.4 Industrial trends

Motorcycle leasing business is related directly with the growth of motorcycle’s sales
that can be seen from the number of new motorcycle registration in each year. Lao
motorcycle market in the last 5 years has been growing continuously. According to the
registration data, by 2012 there were 1,005,047 motorcycles registered. By 2016, the number
reached to 1,413,990 motorcycles registered, increased more than 100.000 motorcycles per
year. From these, Vientiane capital, Luangprabang, Xiengkhuang, Savanakhet and
Champasack provinces were outstanding in the growth rate in the previous 5 years, expanded
more than 40 percent. The increasing of motorcycles registration in the country will increase
the opportunities for leasing business.

Table 8: Accumulate number of motorcycle registration in provinces in the year 2012-2016

1 Vientiane Capital 381,700 421,871 459,800 501,584 545,642
3 Luangprabang 59,908 67,340 74,883 81,961 86,952
4 Bolikhamxay 24,298 25,285 26,475 27,795 29,270
2 Savannakhet 165,072 186,294 211,620 229,194 253,447
5 Champasack 5,324 100,303 109,105 118,067 125,180
6 Phongxaly 8,419 8,937 9,728 10,017 10,349
7 Luangnamtha 19,776 22,220 23,459 24,665 25,356
8 Oudomxay 23,971 26,509 29,385 31,578 33,167
9 Bokeo 24,162 27,759 31,892 35,370 36,595
10 Xayabouly 45,190 49,385 53,843 56,819 58,347
11 Huaphanh 27,076 29,985 31,818 34,309 35,944
12 Xiengkhuang 26,544 31,153 33,602 36,126 37,827
13 Vientiane 44,373 47,537 50,861 54,065 56,600
14  Khammuoun 29,831 32,575 34,575 36,687 37,480
15 Salavan 19,547 20,697 21,885 22,804 23,530
16 Xekong 92,448 5,741 6,170 6,619 7,062
17 Attapeu 7,408 8,303 9,275 10,121 10,611
18 Xaysomboun 631

Total 1,005,047 1,111,894 1,218,376 1,317,781 1,413,990

Source form Ministry of Public Works and Transport

Vientiane Capital is the province that had the highest number of motorcycle
registration in 2016, covered 38.58% and expected grow more partly from people moving
from provinces to the capital to find jobs, move homelands and to study. Those populations
will need to have motorcycle to travel around, so there’s a potential of more motorcycle will
be sold.

Leasing market in provinces also has abilities to grow base on the number of
registration in 2016 comparing to the population in each provinces and the limited of
motorcycle leasing services.
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Table 9: Population statistics in Vientiane capital and provinces in 2015

: R Motorcycle Motorcycle
Province opulation accumulate accumulate
2015 2015 2016
1 Vientiane Capital 820,940 501,584 545,642
2 Other provinces 5,671,288 816,197 868,348
Total 6,492,228 1,317,781 1,413,990

Source from Ministry of Public Works and Transport

From table 1.3.6, the accumulate number of motorcycle registration in Vientiane
capital reached 501,584 motorcycles comparing to the number of population of 820,940
people. So, the population per motorbike ratio was 1.6 people per motorcycle, while the
population per motorcycle ratio in the provinces were 6.9 people per motorcycle (number of
provincial population in 2015 was 5,671,288 people comparing to the accumulated number of
motorcycles in the provinces was 816,197 motorcycle), so it’s necessary to expand
motorcycle leasing market in the provinces.

In the future, if the government allows motorcycle dealers to import motorcycle with
power higher than 250 cc such as Ducati, Harley Davidson and BMW, the potential of market
share increase is possible as consumers in this market type products (big-bike, choppers) will
start purchasing because the availability of these motorbikes are available in the local market.
These motorbikes are categories as luxury products hence the consumers will mostly likely to
purchase through financing.

Good quality second-hand motorcycles are still in demand in the market, because the
second-hand motorcycle leasing services are still limited, consumers who have the
purchasing power tense to sell their motorcycle after using it around 4 years or less and
purchase a new motorcycle for newer model. Those used motorcycles will enter to the
second-hand market and will attract the lower income consumers and do not mind about the
popularities of the brand or models. This is a good opportunity for the Company to expand
this leasing product to support this target customers in the future.

In addition, the factors affecting consumer purchasing decisions are as follows:

1. The traffic conditions in the city, lack and inefficient of public transportations
with limited coverage in different cities, and cost of service is still high;
alternatively using motorcycle seems to be a cheaper option plus financing options
are giving customers more choices on how best it fits their abilities of repayment.

2. The growth of adolescent population who need to use vehicle for traveling to
school, to work and other traveling need because adolescent population in Lao
PDR covers over 50% of the total population based on the graph below, therefore,
the motorcycle user has a potential to grow in the future.
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Picture 5: Population year 2005 and year 2015
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Source from the National Statistics Center year 2015 (survey every 10 years)

3. Now the infrastructures especially roads have been constructed and improved to
make traveling by road more easy. The motorcycle manufacturer have been
continuously improve the quality of the motorcycle including low fuel
consumption, beautiful and more attractive design, comfortable accessories and
modern, which will generate consumer demand to buy more motorcycles helping
the leasing business to expand more in Lao PDR.

From the above services, the Company was able to make profit in the last 3 years with
the details as follows:

Table 10: Net profit

31 Dec 2014 31 Dec 2015 31 Dec 2016 30 Dec 2017
Income statement
LAK ,  LAK ,  AK , AR
million million million million
Total income 10.254,43| 100,00 12.432,99 100| 16.858,90 100| 17.219,99 100
Total Expenses 5.744,37| 56,02\ 7.726,12| 62,14| 9.679,12| 57,41| 10.324,74] 59,96

4.403,38 42,94 424098 34,11 536046 31,80 5.438,72 31,58

From 2014-2016, the Company was able to generate more income due to its
marketing promotion strategies such as the increase of marketing staff to penetrate target
market and direct market as well as increasing numbers of partner dealers. Also, the
Company gained trust from motorcycle partner dealers by making the Company be their
number one choice for leasing company to be offered to their customers.

In 2016, the Company had 4,248 new motorcycle leasing in Vientiane capital.
Comparing to the number of registration from Ministry of Public Works and Transport, in
2016, in Vientiane capital which was 44,058 motorcycles, which means the Company had a
market share at around 10%.

If taking market share into the consideration especially in the financing sector, the
total motorcycle sales value must be under the financing only. The ratio of purchasing
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motorcycle in cash payment is 60% and through financing is 40% (estimated from New Chip
Xeng company). Therefore, in 2016, the number of new motorcycles purchased through
financing registration in Vientiane Capital was around 17,623 motorcycles (44.058 x 40%).
So, the Company market share was around 24% (4.248/17.623 x 100) meaning that 1 out of
every 4 new buying motorcycles belonged to the Company.

According to the interview conducted with New Chip Xeng company, the largest
Honda dealer in Lao PDR, said that in 2016, the motorcycles was sold at around 30,000 units
in Vientiane Capital, meaning that the Company’s market share of Japanese motorcycles was
around 14% of total number of motorcycles sold by New Chip Xeng company. Therefore, we
can say that the Company is one of leaders of Japanese motorcycle lease from all 28 leasing
companies in 2016.

Picture 6: Number of leasing motorcycles in the last 5 years
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The total number of motorcycle leasing during 2012-2016 grew continuously from
1,863 motorcycles in 2012 and 4,718 motorcycles in 2016, increased 152% or about 38% per
year. This growth reflected good leasing service and good feedbacks from customers.

However, from the trend of motorcycle market growth, there are still many
opportunities to grow more especially in the provinces, where the Company can expand its
services to the local communities to cover more areas before new competitors arrive.

Table 11: Leasing amount of each type of services

(Unit: million kip)

2014 2015 2016
Services Total Down Number | Motor-  Total Down Number  Motor-  Total Down Number
value payment  of lease cycle value payment  of lease cycle value E tayme of lease
New motorcycle 3,640 45,477 13,818 31,658 3,471 43,508 11,652 31,856 4,248 | 57,537 13,625 43,912
Used motorcycle 53 473 80 392 69 578 96 481 66 686 137 548
Refinance 18 82 82 156 821 821 404 2,374 2,374
Total 3,711 46,032 13,899 32,132 3,696 44,908 11,749 33,158 4,718 | 60,598 13,762 46,835
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From the different services provided by the Company during year 2014-2016, we can
see that the leasing amount of new motorcycles covered the highest percentage. In 2016, the
amount was 43,912 million kip or 93.76%, then refinance service was 2,374 million kip
covered 5.41% and used motorcycle leasing service with a value of 548 million kip covered
1.25% (please see the details in the table 1.3.8).

In the past the Company mainly focused on the new motorcycle market. For used
motorcycle and refinance services, the Company was testing market to understand the
consumer behavior and the nature of the business for it to be ready to expand the business in
the future.

4.8 Finding and considering sources of fund
4.8.1 Finding sources of fund
There are 2 types of sources of fund:
1. Shareholder equity
2. Loans
Table 12: Company sources of fund

31 Dec 2014 31 Dec 2015 31 Dec 2016 31 Dec 2017
Source of fund LAK o LAK 0 LAK 0 LAK 0
Million  ®  Million =  Milion ®  Milion

1.Shareholders' equity 19.912,82 | 57,74 | 29.958,46 | 79,83 | 34.437,54 | 68,61 | 39.251,66
2.Loans from relevant parties | 14.573,00 | 42,26 7.571,00 | 20,17 | 15.755,00 | 31,39 9.600,00

34.485,82 100 37.529,46 100 50.192,54 100 48.851,66

4.8.2 Sources of fund policy

The Company has a policy to consider the sources of fund in accordance with its
purpose of use by considering the appropriate market interest rate base on the economy
situation, repayment period and debt to equity ratio so that the Company can acquire optimal
sources of fund.

4.9 Leasing
4.9.1 Leasing policy

The Company leasing policy depending on the customer qualifications such as age,
occupation, income, installment payment amount, payment period, current address, resume,
guarantor and other legal documents signed by the chief of village, the Notary office (in
some cases) to confirm the legality. However, the Company’s leasing policy will change
according to the conditions of the market, industry and economic situation in order to keep its
competitiveness and customer base in the future.

30



4.9.2

Mahathuen Leasing Public Company

Approval process for leasing

The Company has 2 steps of leasing approval process including 1) Consideration of

leasers’ qualifications and 2) Leasing approval, with details as follows:

1.

Consideration of leasers’ qualifications

1) Customer shows intention to buy a motorcycle from the dealer

2) Credit staff will inform leasing information such as motorcycle type, down payment,

leasing term, installment payment, fees and leasing application document.

3) Credit staff will check information on the application form filled by customer

including attachments such as of identification card, family registration book, bank
statements (savings account to show movement of salary transactions as a
confirmation of customer’s regular income). All documents must be presented in
original with a guarantor in a person when submitting the application.

In case customer does not have bank documents, the credit staff will check the
information with the village office and visit the customer’s house, work place, taking
pictures and obtain information from neighbors.

4) Credit staff will coordinate with the Credit Analysis and Approval Department at the

2.

Company’s headquarter by informing details of the customer’s information to be
saved in the computer system to check the customer’s history with the Company and
forward the information to the Credit Analysis and Approval Department. If the
record shows that particular customer has a bad record in the, the Credit analyst will
inform to the Credit staff to refuse that lease application immediately.

The Leasing approval

1) The Head of Credit Analysis and Approval Department will check the information in

the computer system according to a credit analyst's inspection which base on the
criteria standards of the Company such as: the customer must have the ability to pay
debt, have stable occupation, clear address and other conditions according to
Company’s standard.

Even though, the Customer has a good history record from the Customer’s
data, the Company can refuse the application form if it looks like the customer will
not be able to pay the installment or found out that the customer is having a bad
record from other leasing company. In the consideration of leasing approval from the
above factors the Company has following principles:

- In case Customer does not have any financial documents: The Company will
consider the Customer and the guarantor from the original copy of ID card to
the credit analyst and confirmation of physically checked with village office,
visit the Customer’s house, take picture of the Customer and house, ask
information from neighbors.

- In case of customer who have financial document: the Company will consider
from customer and guarantor from the original copy of the following: ID card,
family registration book and financial statement (saving account showing
salary transactions) and confirmation of salary letter; all documents must be
presented to the Credit staff in person.
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2) The lease approval amount will be determined by the price, brand and model of
motorcycles that customer has chosen from the dealer but has to be one of the
motorcycles on the Company’s list.

3) After the lease is approved, the Credit staff will inform the outcome of the
analysis and the lease amount to the customer.

4.9.3 Process after approval
The process after lease approval:

1) follow up with motorcycle registration and hand all important documents to the
customer

After lease approval, the Company will pay the remaining amount of the
motorcycle to the dealer and the dealer will process with the registration that will take
around 90 days after signing the contract with the Company. At the same time, the
Company will provide motorcycle loan documents to the customer. After the
installment payments are completed, the motorcycle registration will be transferred to
the customer’s name.

If the registration process is delayed or take more than 90 days, the Credit staff
will inform to the Head of Credit and Marketing Department to find a solution.

2) Follow up and debt collection

The Company has a Debt Collection and Debt Management Department to
follow up closely on the payment or the installment collection including the customer
and the guarantor. In case the motorcycle is the collateral was transferred to other
person; the Company staff will follow up with the person who’s using the motorcycle.
For the installment payment, customers have four options to pay:

1. Pay directly at the Company.

2. At the motorcycle partner dealer with “Pay point” counter

3. Pay through the bank transfer.

4. Make appointment with the Company staff to pick up the payment with
additional fee from the Company.

3) Debt management and motorcycle confiscation

The Company is using a computer program system to manage the lease in
managing debts and track lease collateral efficiently. In case there a late payment, the
computer program will alert the officer to follow up with the following principles:

- If a customer is late in payment for 3-5 days, the staff will follow up by phone
to inform for the payment and record the conversation or make an appointment
to meet if necessary.

- If a customer is late in payment over 30 days or 1 period, the staff will follow
up in person.

- If a customer skips the payment over 90 days or 3 periods, the staff will
confiscate motorcycle by visiting customer at home or workplace and guarantor
house or workplace. Moreover, the Company may cancel the leasing agreement
immediately if the circumstance shows that customer will not be able to pay the
installments in the future.
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4) Sale off the confiscated motorcycle

5)

After the confiscation, the Company will redeem the right of the motorcycle.
If the right is expired, the motorcycle will be auction out to the market and evaluate
the appropriate price base on the market price.

If the motorcycle is sold undervalue and cannot cover the debt, the Company
will negotiate and make an agreement with the customer and the guarantor to pay for
the rest. If the negotiation failed, the Company will proceed to the next step
according to the laws.

If the motorcycle is sold more than the contractual debt, the Company will pay
back the excess amount to the customer.

Closing account and transferring the right to others

The company will close the account in 2 cases as follows:

1. Closing the account due to maturity date: this case will occur when customers
completed with all payments and fee, including other expenses related to the
payment to the Company then the Company will submit all related documents
to the customer.

2. Closing account before maturity date: the Company allows customers to pay
their debts before the contract end date and customers will also receive 50%
discount from the interest payable. This will generate the motivation of
customers (debtors) to pay debt before the deadline, but the discount rate will
depend on the Company’s policy in each period.
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5. Future plan

The economic growth in economy and the increase in the population of Lao PDR are
main factors for the increase of using motorcycle that can lead to the increase of demand in
purchasing motorcycle. Therefore, the Company will need more funds to expand the business
to meet customers’ needs by raising funds through public offering.

Within the next 3 years, the Company plans to expand its financial lease up to 92,720
million LAK from its current value of around 47,220 million LAK, in which, financial lease
in Vientiane capital, will increase by 35,700 million LAK from 47,220 million LAK to total
around 82,920 million LAK, and the rest 9,800 million kip will be allocated to other
provinces along with other leasing products in accordance with the permission of related
parties. The increase in the investment of the Company will be funded by the proceed of IPO
of not less than 12.240 million LAK; the rest will be allocated from profit of business
operation and loans from financial institution. Thus, during the first year (2018), the credit
expansion will come from IPO.

Table 13: Investment Plan for 3 years

Investment
Investment  Investment  Investment funds from
Plan of fund usage value funds from fund to raise operational
IPO proceed more profit of the
company
Expand financial lease in Vientiane 15.200 not less than 160 2.800
capital 12,240
2018-2019 " st ——
E{(pand branc es in the main cities 3,000 3.000 )
which have potentials
Expand financial lease in Vientiane 14,500 10,900 3.600
capital
2019-2020 " - —
E)}pand branches.ln the main cities 4.800 4.800 )
which have potentials
Expand financial lease in Vientiane 6,000 6,000
capital
2020-2021 B I branches i th ——
xpand branches in the main cities )
wich have potentials the potentials 2,000 2,000

not less than

12,240 20,860
(Unit million LAK)

notice:
* Provinces that have potential and expansion target include Savanhnakhet,
Champasak and Luangprabang.
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The Company assets are divided into the following categories: Cash and Cash
equivalents, current portion of finance lease receivables and installment loan receivables,
properties foreclosed, other assets, cash deposits at the Bank of Lao PDR, finance lease
receivables and installment loan receivables, leasehold improvement and equipment and
intangible assets. Detail of assets are provided in the table below:

Table 14: Assets used in the business operation years 2015-2017

(Unit: LAK)
Assets 31 Dec 2015 ‘ 31 Dec 2016 ‘ 31 Dec 2017

Cash and cash equivalents 2,252,884,734 913,147,509 2,033,555,517
Current portion of finance lease receivables 23,283,560,913 32,067,226,094 32,162,409,615
and installment loan receivables
Properties foreclosed 95,445,590 366,595,553 123,101,216
Other current assets 2,015,457,909 3,445,926,253 218,293,115
Cash deposit at Bank of Lao PDR 2,336,000,000 1,388,002,700 1,388,002,700

Finance lease receivables and installment
loan receivables

11,685,894,944

18,032,813,286

14,900,153,611

Leasehold improvement and equipment

430,486,482

599,688,009

1,473,706,264

Intangible assets

Total Assets

6,939,777
42,106,670,349
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6.1 Contracts Related to Business Operation

6.1.1 Office lease contract

Table 15: Contract of leasing building

Contract parties

e Ms Teng

e Mahathuen Ileasing company limited (This
contract has been made while Mahathuen was a
limited company)

Contracts parties

No: 074/MHT, dated 19 August 2017

Duration

10 years commencing 19 August 2017 to 18 August 2027

Detail of asset

The nature of the house is: three-story townhouse

Rental and payment

Rental fee of THB 385,875 per year, the rental payment
must be paid 1 year in advance.

Right and obligations of lessee

1. Rights to use the property and responsible for property
maintenance.

2. Responsible for electricity, water, rubbish and other
fees as prescribed by the head village authorities.

3. The tenant is solely responsible for land tax payment
and property tax payment.

Termination

Written notice to the Lessor 03 months in advance of the
termination date and the Lessor will not be entitled to
claim a pre-paid rent.
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6.1.2. Vehicle Rental Contract

Table 16: Vehicle rental contract

Contracts parties e Master Group Corporation ( Laos) Co., LTD

e Mahathuen leasing company limited (This
contract has been made while Mahathuen was
a limited company)

Contract number and contract date No: MGCLA-LT16-L0014
Dated: 08 December 2016

Duration 01 February 2017 — 31 January 2021

Detail of vehicle Vehicle ISUZU D-Max 2.5 L 2WD Spark MT,
Engine number: PY5221

Frame Number: MPATFR86JHT001481
Plate Number: nt1 0344

Rental and payment Monthly payment of 550 USD for 48 months based
on the total contract value of 26.400 USD.

Right and obligations of lessee 1. Responsible for monthly payment
2. Responsible for 10% VAT on the total amount
Termination The Lessee shall have the option to solely terminate

this agreement immediately if any event specified in
article 13 of this agreement occurs. The Lessor,
furthermore, has the right to request for any
compensation in accordance with the law and this
agreement.

37
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+» Insurance contract between Mahathuen Leasing Company Limited and Allianz

General Laos (AGL)

Table 17: Contract of building insurance with Allianz general Laos (AGL)

Contracts parties

e Mahathuen Leasing Public Company(This contract has
been made while Mahathuen was a limited company)
e Allianz General Laos (AGL)

Inception date 27 May 2017
Duration 27 May 2017 - 26 May 2018
Grand total sum insured 260,000 USD

Location of the risk

Unit 16, phonphanao village, xaysettha district, Vientiane
capital

Perils covered

Concrete - un isolated building

Insurance business category

Office - service

Limit of cover for each peril

Building, home contents, equipment of the business and
merchandise

Details of covers

Fire and liability towards neighbors

Termination

The contract is without automatic renewal. It will expired
on the expiration date.
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7. Capital Structure

The Company has a total registered and paid up capital of LAK 27,760 million. After
the PO, the Company’s registered and paid up capital will increase to LAK 40,000 million
which consists of 40 million shares with a par value of LAK 1,000 per share.

7.1 Shareholding Structure

Table 18: Company’s shareholding structure before and after [IPO

Before IPO After IPO
Shareholders
No. of shares % No. of shares %

Existing shareholders 27,760,000 100 27,760,000 69.40
Mahathuen holding company 27,088,000 | 97.5792507204611 | 27,088,000 | 67.72000
Limited
Mrs Inthavilay Oudom 671,912 | 2.4204322766571 671,912 1.67978
Ms Thanonglack Oudom 8| 0.0000288184438 8| 0.00002
Mr Thanongsack Oudom 8| 0.0000288184438 8| 0.00002
Mr Sangkhom Chansouk 8| 0.0000288184438 8| 0.00002
Mr Chakrit Naksorn 8| 0.0000288184438 8| 0.00002
Ms Prathana Naksorn 8| 0.0000288184438 8| 0.00002
Ms Jittima Naksorn 8| 0.0000288184438 8| 0.00002
Ms Suthida Naksorn 8| 0.0000288184438 8| 0.00002
Mr Kriengkrai Nissyan 8| 0.0000288184438 8| 0.00002
Mr Manop Tririthvilai 8| 0.0000288184438 8| 0.00002
Mr.Thongthawal Thongtham 8| 0.0000288184438 8 0.00002
Mr Chatphonchai Panyathambodee 8| 0.0000288184438 8| 0.00002
Investors from IPO - - 12,240,000 | 30.60000

Total 27,760,000 ‘ 100 40,000,000 100

As of date indicated in this prospectus, the thirteen existing shareholders has full
control over the interest in the Company by holding 100% of the Company’s total issued and
outstanding of 27,760,000 shares.

After the PO, the proportion of the shareholder of the Company will be changed as
follows:

- Existing shareholders: 69.40%
- Investors from IPO : 30.60%
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7.1.1 Dividend Policy

The Company will pay dividend not less than 50 percent of the available net profit
after deducting for legal reserve fund. However, the dividend payment will depend on the
investment plan, the necessity and the other appropriateness of the business. For future
dividend payments, once the Board of Directors agree to pay annual dividend, the decision
must be shared in the shareholders meeting to consider and approve, except dividend
payment during the year authorization must be given to the Board of Director from the
shareholders meeting for payments; however payments must be notified in the shareholders
meeting and authorization needs to be granted for future payments.
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8. Management and Corporate Governance
8.1 Organization chart

Organization chart has been adjusted in accordance with the growth of the business
and to align with the public company structure which consists of Board of directors and

Board of directors committee.

Picture 7 Organization chart
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8.2 Shareholders’ Meeting
8.2.1 Shareholders’ Meeting

Shareholders’ meeting of the Company shall be organized as follow:

Related Party Transaction
commitiee

Company Secretary

Tl

Human Resource and
General
Administration
Section

Human
Resource
Uit

- Annual General Meeting of Shareholders (AGM): shall be held at least once a year
and in June of every year at the latest. The listed Company in LSX must follow the

regulations of LSCO, LSX and other related regulation.

- Extraordinary General Meeting of Shareholders (EGM): the meeting will be held
when any resolution needs to be approved or on the required scope of work, or

depending on the Company’s regulation or related law.
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8.2.2 Quorum of shareholders’ meeting

Quorum of shareholders’ meeting of Company is organized as follow:
- Annual General Meeting of Shareholders (AGM): the quorum shall be at least two
shareholders representing more than half of total paid-up shares.
- Extraordinary General Meeting of Shareholders (EGM): the quorum shall be at least
two shareholders representing more than half of total paid-up shares.

Noted: The invalid shares resulting from transfer’s activity will not be counted in the quorum
even though the shareholders attended the meeting.

8.2.3 Voting rights

A shareholder is generally entitled to one vote per share. A resolution may be adopted
at general shareholders’ meeting by simple majority vote. Thus, the special resolutions shall
be approved by a vote of at least two-third of shareholders or their proxies attend the meeting;
and more than 80% of total shares contributed. The following matters relating to the
Company require a special resolution of the shareholders:

1. Voting on matters specified by the Enterprise Law No.46 dated 26 December 2013

ii.  Amending the Articles of Association (AOA) or Memorandum of Association
(MOA).

iii.  Increasing or decreasing the capital of the Company

iv.  The merger or dissolution of the Company

v.  The sale or transfer of all or substantial part of the Company’s business to another
person.

vi.  The purchase or acceptance of the business of other enterprise.

Pursuant to the Enterprise law, a shareholder may be restricted from voting rights on
matters in which they are involved or benefits from the outcome of the vote. The members
present at the shareholders’ meeting shall determine whether a shareholder falls within this
scope.

8.3 Board of directors (BOARD OF DIRECTORS)
8.3.1 Board of directors

The members of Board of Director are appointed by Shareholders’ meeting.

In case of a vacancy in Board of Directors, the remaining members will have to carry
on their duties until the remainder of the term expires.

In case of a vacancy in BOARD OF DIRECTORS resulting in the remaining number
of BOARD OF DIRECTORS less than half of the total number, BOARD OF DIRECTORS
must propose a shareholder’s meeting to appoint new members to reach more than half of
total or fill the vacancy. The term of the newly appointed members is equivalent to the
duration of the remaining BOARD OF DIRECTORS.
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Table 19: Name list of Board of Directors

\[o} Photo (Board of Directors) Nationality Position
1 X Mr. Chakrit Naksorn Thai Chairman
2 Mrs. Inthavilay Oudom Lao Vice Chairwoman
Member of BOARD OF
3 Mr. Manop Tririthvilai Thai DIRECTORS/CEO
. Member of BOARD OF
4 Mrs. Prathana Naksorn Thai DIRECTORS
. . . Member of BOARD OF
5 Miss Sutida Naksorn Thai DIRECTORS
. o . Member of BOARD OF
6 Mr. Kriengkrai Nissyan Thai DIRECTORS
Member of BOARD OF
DIRECTORS
7 Mr. Sangkhom Chanhsouk Lao (Independent)
Member of BOARD OF
Mr. Nantapat Ngamplung . DIRECTORS
8 Thai
(Independent)
Member of BOARD OF
9 Mr. Theeramate Thai DIRECTORS
Vuttipadhpibul (Independent)

» The authorized signatory on behalf of the company

The Chief Executive Officer (CEO) is authorized signatory along with the Company’s
seal affixed in order to operate on behalf of Mahathuen Public Company.
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8.4 The scope and responsibilities of the Board of Directors

8.4.1

Board of Directors

A) Personnel Structure of the Board of Directors

The personnel of Board of directors shall consist of at least five members and shall

comprise independent directors of at least one-third of the total number of members of the
Board of directors

Directors and independent directors shall have attributes according to the

qualifications as specified in the related rules as following:

1)
2)

3)
4)
5)
6)
7)

8)
9)

Shall have knowledge, skills, experience, with diversity of gender and age

Chairman and vice chairman of the listed company shall not be CEO of the listed
company

Shall not be Chief Finance Officer (CFO) or Chief Operating Officers (COQO) of the
listed company;

Never been dismissed from the Board of directors of other companies;

Never been filed for bankruptcy, never been charged by a court decision such as theft,
fraud, stock theft, falsifying documents, or bribery, corruption or money laundering or
pending for the criminal prosecution

The Director who is the CEO of the listed company must not be a member of the
Board of directors in more than two companies

Shall not be member of the Board of directors over four companies
Must be mentally healthy
Other conditions as specified in the regulation of Lao Securities Commission Office

Members of the Board of directors who hold positions as independent director,

besides the conditions mentioned above, shall have the following additional conditions:

1)
2)

3)

4)
S)

6)

Shall not hold more than 1% of total shares of the listed company;

Shall not be the CEO or Deputy Managing Director of sole company limited and not
holding more than 50% of the total shares except approved from the shareholders’
meeting. In the case of a former CEO or Deputy Managing Director of sole company
limited or holding the shares of any company exceed 50% of the total shares, there
must be a cool off period for 2 years;

Not holding position of Board of directors in any company which offer advisory
services of accounting, financing, investing, law and others, which cause the
independent director not to be able to give the independent opinion to the company.
Shall not be a major client or supplier of the listed company and other subsidiary
companies which the listed company hold the share exceeding 50% of total shares
Shall not be individual or juristic entity which relates to the Company otherwise if
there is a related transaction, it must follow the regulations;

Shall follow other condition according to the regulation of Lao Securities
Commission Office.
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B) Rights and duties of Board of Directors

Apart from the rights and duties of BOARD OF DIRECTORS mentioned in the
Enterprises law, the BOARD OF DIRECTORS also has rights and duties as follows:

1) Consider and modify strategies, action plan, annual budget plan, annual business
operation, risk management policy and business plan to present in a shareholders’
meeting to consider approval;

2) Monitor and evaluate the implementation of strategies, action plan, annual budget
plan, annual business operation and risk management policy

3) Monitor and evaluate the high value investment and related transaction and
acquisition and disposal of the asset

4) Create the risk management mechanisms and systems including the monitoring and
evaluation process

5) Separate the roles, rights and responsibilities between the BOARD OF DIRECTORS
and The director committee clearly

6) Study and specify the policy on Corporate Governance

7) Ensure the operation of the accounting system, the reporting and internal audit as
defined in the related regulations

8) Develop and implement the resolutions of shareholders’ meetings faithfully, carefully,
with responsibility and fairness to shareholders equally

9) Appoint the member of BOARD OF DIRECTORS of listed company such as Audit
Committee, Risk Management Committee, Compensation Committee, Nomination
Committee and other necessary committee

10) Assign responsibilities to each executive and the secretary of the listed company

11) Appoint, rotate or dismiss the CEO of the listed company according to the
shareholders’ meeting resolution

12) Consider the appointment or elimination of the Deputy Managing Director according
to the request of the CEO of listed company

13) Appoint a secretary of the listed company to take the responsibility of the assigned
tasks from the listed company or BOARD OF DIRECTORS

14) Study and consider compensation of the Chairman, Vice Chairman, Directors,
Committee of BOARD OF DIRECTORS, CEO, CFO and/or COO in order to present
to the shareholders’ meeting for approval in accordance to the maximizing of
shareholder’s wealth

15) Propose the reserves of net profit, dividend and policies of the employee in the
shareholders’ meeting to consider for an approval

16) Identify, monitor, study the solution of conflicts related to the benefit of the listed
company

17) Present the annual report and financial statement in the shareholders’ meeting to
consider for an approval

18) Explain, answer and provide details of information to the company’s shareholders’
meeting

19) Report operating activities of the listed company in the shareholders’ meeting

20) Disclose shares proportion in any subsidiary company and shareholding proportion of
other companies holding in the listed company’s share exceeding 5%, and inform the
changing proportion during the fiscal year

21) Evaluate performance of BOARD OF DIRECTORS

22)Disclose to public about the name of Chairman, Vice Chairman, Members of the
BOARD OF DIRECTORS, the number of meetings, number of attending the
meetings of the chairman, Vice Chairman, all members of the BOARD OF
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DIRECTORS and the recent performance of the BOARD OF DIRECTORS in the
annual report

23) Monitor appropriate disclosure and communication with shareholders

24) Perform other duties and rights as defined in the related regulations

C. The terms of members of Board Directors

The members of the BOARD OF DIRECTORS have a term of office of two years
from the date of obtaining approval from the shareholders’ meeting and can reappoint.

Members of BOARD OF DIRECTORS having nearly completed the two-year term,
the Board of directors must propose to convene the shareholders’ meeting for approving the
new BOARD OF DIRECTORS members before the term of office the incumbent Board of
director’s members is ended.

In case where the two-year term of the incumbent BOARD OF DIRECTORS
members is ended, but the shareholders’ meeting has not yet approved the new BOARD OF
DIRECTORS members, the incumbent BOARD OF DIRECTORS members must continue to
perform the duties until new BOARD OF DIRECTORS members are approved, but shall not
exceed one year

An independent member of BOARD OF DIRECTORS is entitled to assume the post
for a maximum of four terms continuously, except in case there is a violation of laws and
regulations. An independent member of the BOARD OF DIRECTORS who has assumed the
post for four terms continuously can be reappointed after a lapse of one term.

8.4.2 Committees of the Board of Directors

The Committees of the Board of directors consist as following:
1) Audit Committee

2) Risk Management Committee

3) Nomination Committee

4) Remuneration Committee

5) Related Party Transaction Committee

1) Audit Committee
A. Members of Audit Committee

Table 20: Audit Committee

Audit Committee Nationality Position
1 | Mr. Kriengkrai Nissyan Thai Chairman
2 | Mr. Nantapat Ngamplung Thai Audit Committee / Independent
3 | Mr. Theeramate Vuttipadhpibul Thai Audit Committee / Independent
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B. The rights and duties of the Audit Committee
» Rights and duties on financial statements and disclosures

1y
2)

3)

4)

To review the financial statements of the listed company to ensure that their contents
are complete, correct and conformed with the standards of financial reporting

To enquire the audit company or the auditor about important issues that may affect the
credibility of the financial statements of the listed company

To conduct the audit of the related party transactions or the transactions with potential
conflict of interest in order to allow these transactions to be conducted in accordance
with relevant regulations

To enquired about the report and disclosure of information of the listed company to
ensure compliance with relevant regulations

» Rights and duties of Internal Control

To ensure that an effective internal control system is put in place and the internal

auditor undertakes the assessment of the whole internal control system at least once in a year

» Rights and Duties of External Audit Company

1y

2)

3)

4)

To ensure the independence of the external auditor as well as the quality,
independence, relation in all fields with regard to the audit company which will
provide the services to the listed company

To study and define the scope of the audit; consider the selection of the external
auditor, audit charge and propose the termination of agreement with external auditor
to the BOARD OF DIRECTORS for submitting to the shareholders meeting for
consideration and approval

To monitor the progress in dealing with shortcomings specified in previous audit
reports

To enquire the scope of operations of the external auditor and internal auditor in other
to prevent the overlapping of operations

» Right and duties of Internal Auditor

1)
2)

3)
4)

5)

6)
7)

To ensure the independence of the internal auditor

To directly guide the internal audit unit, but the performance of daily works shall be
under the direction of the chief executive officer

To enquire and review the internal audit mechanism and system regularly

To require about the internal audit report and hold secret meeting with the person in
charge of internal audit works to question about the interference of the executives and
management of departments which may affect the independence and the decision of
the internal auditor

To enquire and consider the major shortcomings being found and resolving methods,
jointly with the executives and the management of relevant departments

To evaluate the performances of the chief of internal audit department

To enquire the chief of internal audit department about the effectiveness of the use of
assets of the listed company to ensure compliance with the by-laws of the company
and with the resolutions of the Board of directors and shareholders’ meeting
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> Rights and duties of Compliance
1) To review the implementation of the Law on Securities, related laws and other
relevant legislation
2) To enquire whether the members of the Board of directors and the management
committee of the listed company have taken into account the major risks and the
operations-related risks.
» Rights and duties about Evaluation Performance

- To evaluate the implementation of the annual works of the audit committee

- To disclose information in the annual report relating to the names of members of the
audit committee, the number of meeting sessions of the audit committee, the number
of attendance of each member of the audit committee, the results of the evaluation of
the audit committee and the summary of activities of the audit committee.

» Other Rights and Duties

1) To consider and provide opinions on the appointment and removal of chief of internal
audit department prior to the chief executive officer consider to appoint or remove
such a person

2) To enquire on level of major risks and assessment methods of internal auditor in
comparison to those of the external auditor

3) To report its performances to the Board of directors and the shareholders

4) To attend every meeting of BOARD OF DIRECTORS to give opinions on related
party transactions, acquisition or disposition of assets, nomination and determination
of service charge of the external auditor

5) To develop budget plan related audit work plan

6) To give opinions relating to financial matters and other issued based on request of
members of the Board of directors or executives

7) To exercise other rights and perform other duties as assigned by the BOARD OF
DIRECTORS

2) Risk Management Committee
A. Members of Risk Management Committee

Table 21: Risk management committee

Name list Nationality Position

Chairman of Risk management

1 | Mr. Chakrit Naksorn Thai )
committee

2 | Mr. Manop Tririthvilai Thai Risk management committee

Mr. Nantapat Ngamplung Risk management committee/

Thai Independent
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B. Rights and Duties of the Risk Management Committee

1)

2)

3)

4)
5)
6)

7)

8)

To study the policy on risk management such as: the risk management strategies,
economic- finance, market, liquidity, performance etc. that may affect directly or
indirectly to the Company and submit to Board of directors for consideration

To review on risk management policies and control risk of the business groups
including the control, monitoring and evaluation of the risks of the business group.

To prepare the operational plan in line with the risks management policy to ensure the
execution of the control, monitoring and evaluation of risk to manage the risks at a
reasonable level.

To review, modify or improve risks management policies in each period to ensure
efficiency in reducing risks that may occur to the listed company.

To request for information relating to risk management and may hold meetings with
relevant parties of the listed company.

To summarize and report its performances to the audit committee and the BOARD
OF DIRECTORS on a monthly or quarterly basis or based on necessity.

To disclose information in annual report relating to the names of members of risk
management committee, the number of meeting sessions of risk management
committee, number of attendees and the summary of activities of risk management
committee .

To exercise other rights and perform other duties as assigned by the board of
directors.

3) Remuneration Committee
A. Members of Remuneration Committee

Table 22: Remuneration Committee

Name list Nationality Position
| | Mr. Chakrit Naksorn Thai Chairman of Rgmuneration
Committee
2 | Mr. Kriengkrai Nissyan Thai Remuneration Committee
3 | Mr. Theeramate Vuttipadhpibul Thai Remuneration Committec/
Independent member

B. Rights and duties of Remuneration Committee

To set out principles and forms of payment of remuneration.

To conduct research on remuneration of the Board of directors and executives for
submitting to the Board of directors for approval

To conduct research on remuneration of the head and deputy-head of departments for
submitting to the Board of directors for approval.

To report its performances to the Board of directors and the shareholders’ meeting.

To disclose information in annual report relating to the names of members of
remuneration committee, number of meetings held of remuneration committee,
number of attendees and outcomes of the evaluation of remuneration committee and
summary of activities of remuneration committee

To exercise other rights and perform other duties as assigned by the board of directors
The term of holding position is two years
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4) Nomination Committee
A. Members of Nominating Committee

Table 23: Nominating Committee

Name list Nationality Position
Mr. Chakrit Naksorn Thai Chairman of nominating committee
2 |Mr. Kriengkrai Nissyan Thai Nominating committee
3 Mr. Nantapat Ngamplung Thai Nominating committee/ independent
member

B. Right and duties of nominating committee

1) To set out principles and procedures relating to the nomination of personnel to assume
the posts in the board of directors, these principles and procedures must be transparent
and examinable.

2) To examine qualifications, knowledge, experiences and appropriateness based on the
Agreement of the Board of directors of listed company

3) To propose the name of the selected person to the Board of directors for consideration
and for submitting to the shareholders’ meeting for consideration and approval.

4) To report its performances to the board of directors

5) To disclose information in annual report relating to the names of members of
nominating committee, number of meeting sessions of nominating committee, number
of meeting attendees of each member of nominating committee and results of
evaluation of nominating committee and the summary of activities fo nominating
committee.

6) To exercise other rights and perform other duties as assigned by the board of directors

5) Related Party Transaction Committee
A. Members of Related Party Transaction Committee

Table 24: Related Party Transaction Committee

Name list Nationality Position
Thai Chairman of Related Party
1 | Mr. Theeramate Vuttipadhpibul Transaction Committee/

Independent director

2 | Mr. Chatphonchai Panyathambodee Thai Related party.transactlon
committee

Thai

3 | Miss Saranya Kamonsinlapacharoen Related party transaction

B. Rights and duties of Related party transaction committee

1) Compile a name list of individual and organization that related to the Company
including with the changes to the name of individuals and organization that related to
the Company to LSCO.

2) Analyze and monitor the procedures of related party transactions.

3) Appoint an independent financial advisor

4) Perform other roles and responsibilities as determined by the Company
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8.5 Compensation of Board of Directors and sub - Committees
According to the second extraordinary general shareholders’ meeting held dated on
10™ August 2017 had appointed the allowance for Board of directors and Board of directors
committee as follows:
e Board of directors allowance
- Chairman 11,250,000 Lak/month/person
- Members of Board of Directors 6,250,000 Lak/month/person
e Meeting Allowance
Table 25 Meeting Allowance

Position LAK/time/person

Chairman 2,500,000
Vice Chairman 1,500,000
Chairman of Board of directors committee 1,500,000
Members of Board of directors committee 1,000,000

In addition, the Shareholders’ meeting acknowledges that there may be an annual
bonus for Board of directors and Board of directors committee.

8.6 Compensation for Executives

Executives will receive compensation includes salary, bonus and benefits accordance
to the Company regulation and related law.

Also, Shareholders’ meeting agreed to specify the specific monthly salary to Mr.
Manop Trivilay as CEO not exceeding 50,000,000 Lak/month.

8.7 Personnel
The company sees the importance of prioritizing staff welfare and work-life balance.

8.7.1 Employee.
In 2017 the company had a total of 73 employees

Table 26: Number of employee

Year Men Women Total
2014 24 23 47
2015 25 23 48
2016 31 28 59
2017 39 34 73

51



Mahathuen Leasing Public Company

8.7.2 Disputes with employees

Since establishing the company in 2011 up to now, the company never had any
dispute on labor and no protests or court order to stop doing business in any manner.

8.7.3 Policy in personnel development

The Company has continuously focuses on staff personal development policy and
encourages staff to develop and upgrade their knowledge and improving skills by providing
in-house training and knowledge sharing from best practices and hands on training under the
manager of each department. The company sees the importance of staff welfare in providing
appropriate benefits to staff and help them grow professionally along with the company and
to be prepared for future leasing business development to be able to compete within the
regional and international level.
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9. Internal audit

Internal audit is one of the Board Directors to conduct the research, setting policies
and supervise the internal inspection of the company by monitoring and ensuring that the
company has an internal audit system such as: internal control system, auditing the financial
report, disclosure, compliance monitoring of laws and performance evaluation of the
company’s units effectively, transparency, strict in the executives levels and the operational
levels to ensure that the operation process of the company is good, appropriate and sufficient.
In addition, the company also has internal audit team within the company that perform daily
task to monitor and evaluate the implementation of the employees of each unit to meet the set
goals, follow policies and systems accurately as advised by the audit committee, the internal
audit will be monitored monthly, quarterly and evaluate annual performance of each unit
such as the organization and environment, risk management, supervision of executives and
operators, technology, storage and data usage, performance tracking, and so on. The internal
audit plans are indicated the ability of the company to perform effectively. In addition, the
Internal Audit Unit will conduct a report to submit to the Audit Committee for consideration
and further amendments to the recommendation to the Board of Directors

In general, the company has a good internal control system and corporate governance,
suitable, adequate and effective including risk management in accordance with international
standard.
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10. Related Party Transactions

The company has related party transactions with a related person who may have
conflict of interest. The related party transactions include business event occurring between
the Company and members of the board of directors as the shareholders of the Company
and/or individual and entities associated and maybe interested with the transactions, it was
disclosed in the note to the financial statement audited by the Company’s external auditor
and/or audit committee and/or related party transaction committee. In addition, internal audit
committee has given the opinion on the transactions that they are normal business of the
company and/or reasonable of comparable market price as condition, ensuring no conflict of
interest between related parties.

The details of related party transactions are as follow in appendix of financial report:

Table 27: List of related parties
Related party transaction
(have or don’t have )
6 Month of
2017

Related parties Relationship

2016

Deputy of Board of director/shareholder
Mrs Inthavilay Oudom | of The Company with 1.67978% of paid | have have
up capital (after the IPO).

Mrs Inthavilay Oudom is the owner of JB
JB Honda Honda since 2012 to until now. have have

10.1 Procedures of Related Party Transactions

1. Avoid doing related business to the board of director members, committees,
directors and shareholders who may cause of conflicts of interest with the
Company.

2. In the event that the Company needs to carry out related party transactions for the
benefits of the Company, it shall treat the transactions indifferently as when it
conducts the business with its normal business partner, which has complied with
the regulations regarding transactions of related parties by LSCO, LSX and other
regulatory organizations. Therefore, the members of the board of directors,
management committees, directors and other related persons with possibility in
gaining benefits in related party transactions. Those involve with related party’s
transactions must not be involved in the approval process and the company must
comply with the mentioned regulations.

3. The Company’s related party transactions preparation must be under regulations
and other decrees by LSCO and LSX. When it has related party transactions, the
Company must disclose to the public and must notify the relevant authorities
strictly. In order to ensure that related parties transaction report is transparent,
relevant, and complied with the Company’s benefit, it is required to have the same
practice between internal and external practice of the Company and be free of
flaws in the presentation process.
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» The approval of related party

When approving the related party transactions by board of directors, related party
transaction committee shall give comments about the related party transactions
before proposing them for consider and approval in the board of directors meeting.
Members of board of directors must be more than half of the related party
committee members in the meeting. In case where board of director’s members
who are involved in the related party transaction have more than half of the
members, the company must report about related party transactions, to be proposed
to AGM (Annual General Meeting) for consideration and approval. In addition, the
boards of director members who have conflict of interest in the related party
transactions do not have the right to vote in the meeting.

The approval related party transactions by resolution shareholders meeting, internal
audit committee must report related party transaction to board of directors in order
for them to have suggestions. The transactions will then send to shareholder
meeting for consideration and approval. Also, individuals or entities shareholders
who have conflict interest in the related party transactions do not have the right to
vote neither by themselves nor their proxy.

If there is related party transaction after offer in the AGM (Annual General
Meeting), any action not included in the meeting must report related party
transaction in the company’s annual financial statements; the company must
disclose of the information and report it to LSCO and LSX.

All related party transaction reports must have a summary to report to the quarterly
board of directors meeting whether it meets the company’s purpose or not.
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Characteristic of the
transaction

Table 28: Summary of related parties’ transaction
Value of the transaction

(million LAK)

Year 2016

31 December 2016

Year 2017
31 December 2017

Mahathuen Leasing Public Company

Necessity and reasonableness of the transaction

-The company borrowed Beginning 7,571.00 | Beginning 15,755.00 | Audit committee’s opinion on the transaction
money from Mrs Inthavilay Balance Balance - Although the interest rate is a bit higher than
Oudom with interest charge Drawdown 10,121.00 | Drawdown - | commercial banks interest but there’s no collateral and
of 10 -12% per annum. repayment 1.037.00 | repayment 6.155.00 because the; (;ompaqy is a foreign investment; owning
Ending 15.755.00 Ending 9.600.00 a property is }mp0551ble, also unable to borrow from
the commercial banks.
1. Mrs Inthavilay Ba!ange Ba!ange
Oudom Beginning 67.80 | Beginning 142.40
- The company has interest Balance Balance
payable current 1,374.60 current 1,159.82
repayment 1,300.00 | repayment 1,255.94
Ending 142.40 Ending 46.28
Balance Balance
Beginning 28.88 | Beginning 99,45 | - JB Honda is a motorcycle dealer that advices their
Balance Balance customers to use Mahathuen leasing services and the
- one of motorcycle dealer current 8,395.16 current 9,040.41 | Company practice the same condition as other dealers.
2.JB Honda that advice to the customers repayment 8,514.59 | repayment 8,816.95
to use the company’s services Ending 99.45 Ending 32291
Balance Balance
- Account used for Beginning 3,330.06 | Beginning 4.70 | This account was opened for the convenience of
installment of customers and Balance Balance customers to make installment payments. This account
3. Other receivables for inter payments between was closed before the Company submitted application
Mrs Inthavilay Mrs Inthavilay Oudom and to LSCO and LSX and will transfer the remaining
Oudom the company amount of LAK 4.70 million as of 31/12/2017 to
Mahathuen Leasing Public company account.
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» Policy for related party transactions that may happen in future

Related party transactions is a normal business transactions for companies and there’s
also a clear policy in handling such transactions, including price and regulations similar to the
practice with external parties and/or unrelated companies. The related party transaction is
necessary and beneficial to the Company, and the related party transaction committee will give
quarterly opinion on the necessity and the appropriateness of the transactions.

For related party transactions that are not involve with normal business operations in the

future such as: borrowing money from board of directors members, shareholders and loan
guarantor by board of directors and/or shareholders are likely to decrease, because after the
Company’s [PO and registered with LSX, the Company will raise fund from other sources such
as: raise fund from money market, corporate bond issuance and potential right offering.
However, if in the future the company needed to borrow from board of directors members and
shareholders, the interest rate will be the same as market rate and if the company needs to be
board of directors members to be the guarantor, the company also has remuneration policy for
the guarantors. At the same time, the company will arrange for the related party transaction
committee to give the opinion on the necessity and give reasonable of the transaction.
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11. Legal deputes

In the normal course of business operations, claims or disputes can arise, which may
result in litigation or regulatory proceeding. In the present, the company’s directors or
shareholders are not involved in any litigation, arbitration, claims, tribunal or criminal
proceeding or any other conflict which possibility to occur or prospective or even be the
claimant, defendant, third party or witness. By examining legal dispute specific in Vientiane,
where the company residing found 1 guilty of a litigation case, which litigate by Vientiane
Capital People’s Court area II, the company is a plaintiff in litigation due to noncompliance.
However, the case do not have any effect on the Initial Public Offering and business operations.
Therefore, the company has obtained certify letters from the following court.

- Certify letter from Vientiane Capital People’s Court

- Certify letter from Vientiane Capital People’s Court area I

- Certify letter from Vientiane Capital People’s Court area I1
- Certify letter from Vientiane Capital People’s Court area III
- Certify letter from Vientiane Capital People’s Court area [V
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12 Financial and Operating Results
12.1 Financial Statement
Summary of Audited Financial Report

The Financial Statement as at the end of 2014 and 2015 were prepared by the Company
and were approved by the accounting department and the CEO of the Company. They were not
audited by the external auditor with the purpose of using only as the comparison data in this
prospectus which they cannot be used for other purpose.

According to the law of issuing initial public offering No.018/LSCO on 27th July 2015 of
the LSCO which stated that the issuing company requiring one year audited financial statement
by external auditor which is approved by Lao Securities Committee Officer. Therefore, the
Financial Statement as at the end of 2016 is audited by the external auditor who gives the
unqualified opinion as the condition below:

Summary of Audited Financial Report

Audited Financial Report: The Financial Statement for the 2016 and 2017
External Auditor: Deloitte (Lao) Sole Company Limited which is approved
by Lao Securities Committee Office.

External Auditor Opinion: Unqualified opinion. In our opinion, the financial statements of
Mahathuen Leasing Public Company for the 2016 and 2017 are
prepared, in all material respects, in accordance with the accounting
policies described in Note 2 to the Financial Statements.
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12.2 Summary Table of Financial Statement and Operating Results

12.2.1 Balance Sheet

Balance Sheet

Current assets

Table 29: Balance Sheet
31 Dec 2014 31 Dec 2015 31 Dec 2016 31 Dec 2017

LAK:

LAK: o LAK: | LAK:

s ) o % millio % .
million million o million

Cash and cash equivalents

4,619.09( 12.30| 2,252.88| 5.34 913,14 1.61| 2,033.55 3.89

Current portion of finance lease
receivables and installment loan
receivables

20,322.59| 54.14|23,283.56| 55.30{32,067.23 56.44| 32,162.41| 61.49

Properties foreclosed

21.12] 0.05 95.45] 023 366.60] 0.65 123.10 0.24

Other current assets

448.79( 1.20| 2,015.46| 4.79( 3,445.93| 6.06 218.29 0.42

Total current assets

25,411.59( 67.69(27,647.35| 65.66|36,792.90| 64.76| 34,537.35( 66.04

Non-current assets

Cash deposit at Bank of Lao PDR

1,776.00 4.73 2,336.00( 5.55| 1,388.00| 2.44| 1,388.00 2.65

Finance lease receivables and
installment loan receivables

9,772.89( 26.04|11,685.89| 27.75(18,032.81| 31.74( 14,900.16 28.49

Leasehold improvement and
equipment

563.19] 1.50] 43049 1.02] 599.69|] 1.06( 1,473.71 2.82

Intangible assets

15.04] 0.04 6.94( 0.02 0.12{0.0002 1.69( 0.0032

Total non-current assets
Total assets

12,127.12( 32.31)|14,459.32| 34.34(20,020.62| 35.24| 17,763.56 33.96
37,538.71] 42,106.67 56,813.52 52,300.91]

Liabilities and shareholders’ equity

Current liabilities

Trade and other payables

2,902.22( 7.73] 4,098.10] 9.73| 4,815.49| 8.48| 2,516.88 4.81

Short-term borrowing from related
parties

14,573.00| 38.82| 7,571.00| 17.98|15,755.00 27.83] 9,600.00| 18.36

Current portion of liability under
finance lease agreement

0.00| 0.00 0.00| 0.00 0.00] 0.00 31.61 0.06

Income tax payables

94.10] 0.25( 398.52| 0.95] 1,712.23( 3.01 637.78 1.22

Dividend payables

0.00{ 0.00 0.00{ 0.00 0.00{ 0.00 0 0

Other current liabilities

7.31] 0.02 11.85( 0.03 18.38( 0.03 19.82 0.04

Total current liabilities

17,576.63| 46.82|12,079.47| 28.69|22,301.10| 39.25 12,806.09( 24.49

Non-Current Liabilities

Liabilities under a loan agreement

162.24 0.31

Other non-current liabilities

49.25] 0.13 68.74 0.16 74.88| 0.13 80.92 0.15

Total non-current liabilities

49.25| 0.13 68.74| 0.16 7488 0.13 243.16 0.46
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17,625.88| 46.95 12,148.21 28.85 22,375.98 39.38

13,049.25

Shareholders’ equity

Issued and paid-up share capital 17,760.00| 47.31(23,360.00| 55.48(27,760.00 48.86| 27,760.00( 53.08
Retained earnings

Appropriated-legal reserve 261.01f 0.70f 685.11| 1.63| 1,240.51| 2.18| 1,784.38 3.41
Unappropriate 1,891.82 5.04| 5,913.35| 14.04| 5,437.03| 9.58( 9,707.28( 18.56
Total shareholders’ equity 19,912.82| 53.05(29,958.46| 71.15|34,437.54| 60.62| 39,251.66( 75.05

Total liabilities and shareholders’

equity

12.2.2 Income Statement

37,538.71

100 42,106.67

Table 30: Income Statement

100 56,813.52| 100.00

52,300.91

Income Statement 31 Dec 2014 31 Dec 2015 31 Dec 2016 31 Dec 2017
LAK: ‘ % LAK: % LAK: | % LAK: %
Interest income 9,409.87| 91.76| 11,667.46| 93.84|15,522.37| 92.07| 16,291.62| 94.61
Net gain on exchange rate 0.00 0.00 0.00 0.00 535.05 3.17 0 0
Other incomes 844.57 8.24 765.53 6.16| 801.48| 4.76 928.37 5.39
Total revenues 10.254.43| 100.00| 12,432.99| 100.00|16,858.90| 100.00 17,219.99 100
Administrative expense 3,589.46| 35.01| 4,580.57| 36.84| 7455.03| 44.22| 7.577.63] 44.00
Doubtful account and bad 615.49 6.00 57512 463 924 08 548 555.05 3.22
debt expense
Net loss on exchange rate 183.85 .79 1,541.07| 1239 0.00/ 0.00 926.93 5.38
Finance cost 1,355.57 13.22 1,029.36 8.28] 1,300.01 7.71 1,265.13 7.35
Total expenses 574437 56.02| 7,726.12| 62.14| 9,679.12| 57.41| 10,324.74| 59.96
EBIT 4,510.06| 43.98| 4706.87| 37.86| 7,179.78| 42.59| 6,895.25| 40.04
Income tax expense (106.68)| (1.04)|  (465.89)| (3.75)[(1,819.32)| (10.79)| (1:436-53)]  (8.46)

4,403.38

5,360.46

5,438.72

Net profit

4,240.98

61



12.2.3 Statement of Cash flows

Table 31: Statement of Cash flows
31 Dec 2014 ‘ 31 Dec 2015

LAK:

Statement Of Cash flows

Cash flows from operating activities

million

LAK:
million

31 Dec 2016

LAK:
million

Mahathuen Leasing Public Company

31 Dec 2017

LAK:
million

Profit before income tax expense 4,510.06 4,706.87 7,179.79 6,895.25
Adjustments for:
Bad debt and doubtful accounts 615.49 575.12 924.08 555.05
Amortization of deferred commission 859.84 1,086.47 1,562.52 1,933.40
Impairment loss of properties foreclosed 0 0.00 31.05 14.96
Depreciation and amortization 197.68 207.34 262.86 287.66
Gain/loss on sales of assets 0 (1.86) 0 0
Finance cost 1,355.57 1,029.36 1,300.01 1,265.13
Unrealized loss on exchange rate 825.00 (779.27) 55.61 1,277.79
8,363.64 6,824.03 11,315.92 12,229.24
Changes in operating assets and liabilities
Finance lease and installment loan (12,847.38) (6,044.74) (17,627.79) 632.23
receivables
Properties foreclosed 5.28 (74.33) (302.20) 228.53
Other current assets (84.32) (1,566.67) (1,430.47) 3,227.63
Trade and other payables 2,000.45 1,260.63 642.79 (2,202.48)
Liabilities under a loan agreement 0 0 0 193.85
Other current liabilities 7.31 4.54 6.53 1.45
Other non-current liabilities 15.48 19.49 6.14 6.04
Cash paid for interest 0 0 948,00 0
Cash paid for income tax (1,272.03) (1,094.11) (1,225.40) (1,361.26)
Net cash provided by (used in) operating (12.58) (161.46) (505.62) (2,530.98)

(832.63)

(8,172.11)

10,424.27

Cash flows from investing activities

Cash withdraw from Bank of the Lao PDR

(3,824.16)‘

Cash paid for purchases of leasehold

(1,216.00)

(560.00)

0

Cash paid for purchases of intangible asset

(79.45)

(74.95)

(425.24)

(1,163.26)
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Net cash provided by (used in) investing

Cash flows from financing activities

Cash received from short-term borrowings
from a related party

(1,295.45)

9.00

(625.95)

(425.24)

(1,163.26)

Cash paid for short-term borrowings from 3,164.00 2,530.00 10,121.00 0
a related party

Cash received from share subscription 0 (8,785.00) (1,982.00) (7,516.00)
Dividends paid 12,160.00 5,600.00 4,400.00 0
Net cash provided by (used in) financing (5,771.96) (252.63) (5,281.39) (624.60)
Net increase in cash and cash equivalents 9,552.04 (907.63) 7,257.61 (8,140.60)
Net increase/decrease in cash and cash 4,432.43 (2,366.21) (1,339.74) 1,120.41
equivalents

Cash and cash equivalents as at January 186.66 4,619.09 2,252.88 913.14

Cash and cash equivalents as at
December 31 and June 30,

4,619.09

2,252.88

913.14

2,033.55

12.2.4 Key Financial Ratios

Table 32: Key Financial Ratios

Ratios

Profitability ratio

Efficiency ratio

Return on asset %

11.37

10.07

Rate for interest receive % 31.27 33.36 30.98 34.62
Rate for interest paid % 9.30 13.60 8.25 13.18
Net interest margin % 21.96 19.77 22.73 21.44
Net profit margin % 42.94 34.11 31.80 31.58
Return on equity % 22.11 14.16 15.57 13.86

9.44

10.40

Total assets turnover time

Financial policy ratio

0.27

0.30

0.30

0.33

Asset quality ratio

Doubtful account and Bad
debt to Finance Lease

2.05

1.64

Debt to equity ratio time 0.89 0.41 0.65 0.33
Finance lease to borrowing % 2.07 4.62 3.18 4.90
Dividend payout ratio % 5.74 93.22 36.42 N/A

1.84

1.18
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Remark: *:-The items have been annualized in order to compare with the recent year
12.3 Financial Analysis and Past performance
» Past performance

Since the Company was established in 2011, it mainly provided new motorcycle leases in
good partnerships motorcycle dealers in Vientiane Capital. The groups of Company’s customers
are ordinary people who have stable income from low to medium level, which consist of groups
who have financial documents with stable income and groups of customers who do not have
financial statements and are self-employed. The value of leasing provided by the Company is
about LAK 10 - 30 million.

The determination of interest rates of the lease contract will depend on key factors such as
motorcycle value, down payment amount and repayment period. The income from the leasing
contract was recognized by the effective interest method throughout the contract and the
Company has a policy to stop recognizing interest income from the lease contract by accrued
basis if the customer fails to pay the installment of more than three installment periods.

12.4 Analysis of the Operating Results.
1. Revenues

In 2014, 2015,2016 and 2017 the Company had total revenues of LAK 10.254,43
million, LAK 12.432,99 million; LAK 16.858,90 million and 17.219,99 million respectively,
increased at about 21%, 36% and 2% respectively.

Table 33: Revenues

REVENUES
Interest income 9,409.87| 91.76 11,667.46| 93.84| 15,522.37| 92.07| 16,291.61| 94.61
Net gain on of 0 of 0| 53505 3.17 0 0
exchange rate
Other incomes 844.57| 8.24 765.53| 6.16 801.48| 4.76 928.38 5.39
Total Revenues|10,254.43| 100| 12,432.99| 100/ 16,858.90| 100| 17,219.99 100

During 2014-2017, there were increased in total revenues which were from the increased
of finance lease as the Company had a strategy to promote marketing such as increased of
marketing staff to penetrate groups of customers, access to customers and increase numbers of
dealer network. In addition, the Company had also gained trust from dealers in Lao PDR, who
choose the Company to be their number choice when advising customers to a finance leasing
company and have been continuously increase revenue to the company.
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2. Expenses

In 2014, 2015, 2016, and 2017, the Company had total expenses including financial
expenses of LAK 5,744.37 million, LAK 7,726.12 million, LAK 9,679.12 million and LAK
10,324.74 million respectively. These total expenses increased along with the increased of
annual revenue. However, when considering with the proportion of total expenses to total
revenues for 2014, 2015, 2016, and 2017 which were equal to 56.02 percent, 62.14 percent,
57.41 percent and 59.96 percent respectively. The main expenses of the Company were
administrative expenses which equal to LAK 3,589.46 million, LAK 4,580.57 million, LAK
7,455.03 million and LAK 7,577.63 million respectively or 62.49 percent, 59.29 percent, 77.02
percent and 73.39 percent to total payment respectively.

Table 34: Expenses

31 Dec 2014 31 Dec 2015 31 Dec 2016 ‘ 31 Dec 2017
Expenses | | Ak: o LAKI | o LAK: LAK:

million million million million
Administrative

3.58046| 6249 4580.57| 59.20| 7.455.03| 77.02 7.577.63| 7339
eXpenseS
Doubtful account 61549 1071|  575.12| 7.44 807.68| 835 555.05| 538
expense
Bad debt expense 0.00/  0.00 0.00|  0.00 116.40| 1.0 ] -
Net loss on exchange | o5 ool 5501 154107 1995 0.00|  0.00 926.93|  8.98
rate
Finance cost 135557| 23.60| 1,02936| 1332| 130001| 13.43 1265.13| 1225

Total Expenses ‘ 5,744.37 100 7,726.12 100 9,679.12 100 10,324.74 100

In 2017, the Company had an expense structure that included administrative expenses
which were equal to LAK 7,577.63 million or 73.39 percent, doubtful account which were equal
to LAK 555.05 million or 5.38 percent, loss on exchange rate equal to LAK 926.93 million or
8.98 percent and finance cost equal to LAK 1,265.13 million or 12.25 percent.

Administrative expenses that included: employee expenses, management expense, utility
expense, marketing expense, Net loss on Properties foreclosed, professional fee, depreciation,
amortization and other expenses. In 2014, 2015, 2016 and 2017 Administrative expenses were
equal to LAK 3,589.46 million, LAK 4,580.57 million kip, LAK 7,455.03 million and 7,577.63
million LAK respectively or 62.49 percent, 59.29 percent, 77.02 percent and 73.39 percent
comparing to total expense; In 2015 administrative expense increased by 27.61 percent, 2016
increased by 62.75 and 2017 increased 2 percent from the previous year due to the Company
expanded more finance lease. The increased in the proportion resulted in employee and
marketing expense together with the growing business.

In 2014, 2015, 2016 and 2017 the Company has doubtful account and bad debt equal to
LAK 615.49 million, LAK 575.12 million and LAK 924.08 million and LAK 555.05 million
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respectively or 10.71 percent, 7.44 percent, 9.55 percent and 5.38 percent respectively compare
to total expenses. Due to the increased of the competitors in the leasing market and more leasing
Company in Lao market who tried to take part of market share by reducing the down payment
amount which effect the Company to also reduce as well, and that lead to the quality of finance
lease receivables and the proportion of doubtful account and bad debt to slightly increased in the
year 2017 comparing to 2016. Meanwhile, the Company had made improvements to on
managing the doubtful account and bad debt to reduced to sufficient level in 2017.

Table 35: Non-Performing Loans

Detail Unit 31 Dec 31 Dec 31 Dec | 31 Dec
2014 2015 2016 2017
NPLs LAK: 61549 |  575.12|  924.08 555.05
million
NPLs to total revenues % 6.00 4.63 5.48 3.22
NPLs to total finance lease % 2.05 1.64 1.84 1.18

The ratio of doubtful account and bad debt to total revenues In 2014, 2015, 2016, and
2017 equaled to 6.00 percent, 4.63 percent, 5.48 percent and 3.22 percent respectively. The ratio
of doubtful account and bad debt to total finance lease equaled to 2.05 percent, 1.64 percent, 1.84
percent and 1.18 percent respectively. Overall, according to the past business operations, the
Company had been able to control the doubtful account and bad debt at a sufficient level, which
indicated that the Company had a quality leasing and well managed in controlling the increasing
in doubtful account and bad debt.

3. Net Profit and Net Profit Margin

In 2014, 2015, 2016 and 2017 the Company had net profit equal to LAK 4,403.38 million,
LAK 4,240.98 million and LAK 5,360.46 million and LAK 5,438.72 million respectively, or
42.94 percent, 34.11 percent, 31.80 percent and 31.58 percent comparing to total revenues
respectively, which indicated that the net profit margins were reduced because in 2015, the
Company had lost on the exchange rate equal to 1.541,07 million kip, or 12.39 percent, In 2016,
the Company had increased administrative expenses equal to 62 percent comparing to the
previous year due to the increased number of (11) employees. In 2017 the Company had lost
from the exchange rate LAK 926.93 million or 5.38 percent compare to total revenue. However,
net profit also increased in each year, which indicated that the increased profitability in each year
was by the management team who have experience on leasing, and could estimate the business
conditions and prepared suitable measure for the growth of finance lease each year.
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12.5 Financial Position of the Company
1. Total Assets

In 2014, 2015, 2016, and 2017 the Company had total assets equal to LAK 37,538.71 million,
LAK 42,106.67 million, LAK 56,813.52 million and LAK 52,300.92 million respectively. The
main asset was finance lease receivables and installment loan receivables equal to LAK
30,095.48 million, LAK 34.969,46 million, LAK 50,100.04 million and LAK 47,062.56 million
respectively or 80.17 percent, 83.05 percent, 88.18 percent and 89.98 percent comparing to total
assets respectively.

Table 36: Assets

31 Dec 2014 31 Dec 2015 31 Dec 2016 31 Dec 2017

ASSETS LAK: ,  LAK: . LAK: LAK:
million 7°  million 7°  million °  million

%

Current assets
Cash and cash equivalents 4,619.09112.30| 2,252.88] 5.34( 913.14( 1.61| 2,033.55| 3.89

Current portion of finance lease receivables|20,322.59(54.14(23,283.56(55.30|32,067.23| 56.44(32,162.41| 61.49
and installment loan receivables

Properties foreclosed 21.12| 0.05 95.45| 0.23] 366.60| 0.65 123.10] 0.24
Other current assets 448.79( 1.20( 2,015.46( 4.79( 3,445.93( 6.06] 21829 0.42
Total current assets 25,411.59(67.69(27,647.35(65.66(36,792.90| 64.76(34,537.35| 66.04
Non- current assets

Cash deposit at bank of Lao PDR 1,776.00| 4.73| 2,336.00| 5.55| 1,388.00| 2.44| 1,388.00( 2.65

Finance lease receivables 9,772.89(26.04|11,685.89(27.7518,032.81| 31.74[14,900.16| 28.49

and installment loan receivables

Leasehold improvement and equipment 563.19| 1.50( 430.49( 1.02[ 599.69( 1.06| 1,473.71| 2.82
Intangible assets 15.04( 0.04 6.94] 0.02 0.12]0.0002 1.69]0.0032
Total non-current assets 12,127.12(32.31|14,459.32|34.34|20,020.62| 35.24(17,763.56| 33.96

Total assets 137,538.71 100 42,106.67 100 56,813.52 100 52,300.91 100

1.1 Current Assets

In 2014, 2015, 2016 and 2017, the Company had current assets equal to LAK 25,411.59
million, LAK 27,647.35 million and LAK 36,792.90 million and LAK 34,537.35 respectively or
67.69 percent, 65.66 percent and 64.76 percent and 66.04 percent of total assets respectively,
which indicated that current assets are increasing each year with the main asset is the current
portion of finance lease receivables and installment loan receivables equal to LAK 20,322.59
million, LAK 23,283.56 million, LAK 32,067.23 million and LAK 32,162.41 million
respectively or 54.14 percent, 55.30 percent, 56.44 percent and 61.49 percent of total assets
respectively.
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Beside current assets mentioned above, there are also cash and cash equivalents equal to
LAK 4,619.09 million, LAK 2,252.88 million, LAK 913.14 million and LAK 2,033.55 million
respectively or 12.30 percent, 5.35 percent, 1.61 percent and 3.89 percent of total assets
respectively. The reason for cash and cash equivalents decreased was because the Company
offered more finance lease to customers and paid for some short-term borrowings. Properties
foreclosed equal to LAK 21.12 million, LAK 95.45 million, LAK 366.60 million and LAK
123.10 million or 0.06 percent, 0.23 percent, 0.65 percent and 0.24 percent of total assets
respectively. Other current assets that include pre-payment, receivables from related parties and
other parties equal to LAK 448.79 million, LAK 2,015.46 million, LAK 3,445.93 million and
LAK 218.29 million, or 1.20 percent, 4.79 percent, 6.06 percent and 0.42 percent of total assets
respectively.

1.2 Non-current Assets

In 2014, 2015, 2016 and 2017 the Company had non-current assets equal to LAK 12,127.12
million, LAK 14,459.32 million, LAK 20,020.62 million and LAK 17,763.56 million
respectively or 32.31 percent, 34.34 percent, 35.24 percent and 33.96 percent of total assets
respectively which indicated that non-current assets were increased each year by main assets
were finance lease receivables and installment loan receivables equal to LAK 9,772.89 million,
LAK 11,685.89 million and LAK 18,032.81 million and LAK 14,900.15 million respectively or
26.03 percent, 27.75 percent, 31.74 percent and 28.49 percent of total assets respectively this
means that the Company had finance lease receivables and installment loan receivables for more
than 1 year.

Beside non-current assets mentions above, there’s cash deposit at the bank of Lao PDR
equal to LAK 1,776.00 million, LAK 2,336.00 million, LAK 1,388.00 million and LAK
1,388.00 million respectively or 4.73 percent, 5.55 percent, 2.44 percent and 2.65 percent of total
assets respectively. Leasehold improvement and equipment equal to LAK 563.19 million, LAK
430.49 million, LAK 599.69 million and LAK 1,473.71 million respectively or 1.50 percent,
1.02 percent, 1.06 percent and 2.82 percent of total assets respectively. Intangible assets,
consisted of computer software equal to LAK 15.05 million, LAK 6.94 million and LAK 0.12
million respectively or 0.04 percent, 0.02 percent, 0.0002 percent and 0.0032 percent of total
assets respectively.

2. Total Liabilities

In 2014, 2015, 2016, and 2017 the Company had total liabilities equal to LAK 17,625.88
million, LAK 12,148.21 million, LAK 22,375.98 million and LAK 13,049.25 million respectively
or 46.95 percent, 28.85 percent, 39.38 percent and 24.95 percent of total assets. The main liabilities
was short-term borrowing from related parties equal to LAK 14,573.00 million, LAK 7,571.00
million, LAK 15.755,00 million and LAK 9,600.00 million respectively or 82.68 percent, 62.32

percent, 70.41 percent and 73.57 percent of total liabilities respectively.
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Table 37: Liabilities

31 Dec 2014‘ 31 Dec 2015 31 Dec 2016 31 Dec 2017

Liabilities LAK: ||, | LAK: o LAK: o LAK:
million million million million

Liabilities
Current liabilities
Trade and other payables 2,902.22|16.47| 4,098.10|33.73| 4,81549  21.52[ 2,516.88]  19.29
Short-term borrowing from related parties|14,573.00{82.68| 7,571.00| 62.32(15,755.00[ ~ 70.41| 9,600.00[  73.57
gﬁ:ﬁgiﬁ?fa@;ﬁﬁg?ty under 0.00| 0.00 0.00| 0.00 0.00 0.00[ 3161 0.24
Income tax payables 94.10| 0.53| 398.52( 3.28| 1,712.23 7.65| 63778 4.89
Dividend payables 0.00| 0.00 0.00| 0.00 0.00 0.00 0.00 0.00
Other current liabilities 731| 0.04| 11.85| 0.10[ 1838 009  19.82 0.15
Total current liabilities 17,576.63(99.72(12,079.47( 99.43|22,301.10|  99.67|12,806.09|  98.14
Non- current liabilities
Liabilities under a loan agreement of o of o0 0 0| 162.24 1.24
Other non-current liabilities 4925 028  68.74| 0.57|  74.88 033 8092 0.62
Total non-current liabilities 49.25| 028 68.74| 057 74.88 0.33| 243.16 1.86

Total liabilities 17,625.88 100|12,148.21 100 22,375.98 13,049.25

2.1 Current Liabilities

In 2014, 2015, 2016 and 2017 the Company had current liabilities equal to LAK 17.576,63
million, LAK 12,079.47 million, LAK 22.301.10 million and LAK 12,806.09 million
respectively or 99.72 percent, 99.43 percent, 99.67 percent and 98.14 percent of total liabilities
respectively, That main liabilities was short-term borrowing from related parties equal to LAK
14,573.00 million, LAK 7,571.00 million, LAK 15,755.00 million and LAK 9,600.00 million
respectively, which means that the Company had short-term borrowing to expand more finance
lease to increase market shares and for the beneficial to the Company.

Beside current liabilities mentioned above, trade and other payables are also included which
equal to LAK 2,902.22 million, LAK 4,098.10 million, LAK 4,815.49 million and LAK
2,516.88 million respectively, income tax payable were LAK 94.10 million, LAK 398.52
million, LAK 1,712.23 million and LAK 637.78 million respectively. Because of the Company
had more finance lease receivables which result in trade payable and income tax payable. Other
current liabilities were equal to LAK 7.31 million, LAK 11.85 million, LAK 18.38 million and
LAK 19.82 million or 0.04 percent, 0.10 percent, 0.09 percent and 4.89 percent respectively.
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2.2 Non-current liabilities

In 2014, 2015, 2016 and 2017 the Company has non-current liabilities equal to LAK 49.25
million, LAK 68.74 million, LAK 74.88 million and LAK 243.16 million respectively or 0.28
percent, 0.57 percent, 0.33 percent and 1.86 percent of total liabilities respectively.

3. Cash received
Table 38: Cash received

Cash received

31 Dec 2014
LAK: million

31 Dec 2015
LAK: million

31Dec2016 = 31 Dec 2017

LAK: million

LAK:

million

1. Cost of finance lease 20,768.82 24,662.06 29,908.90 35,376.06
2. Interest income 10,483.34 12,917.35 16,698.92 18,598.32
3. Other service incomes 1,035.00 1,623.22 2,327.12 3,899.26

Total 32,287.16 39,202.63 48,934.94 57,873.64

In 2014, 2015, 2016 and 2017 the Company had cash received from operations equal to
LAK 32,287.16 million, LAK 39,202.63 million, LAK 48,934.94 million and LAK 57,873.64
million respectively which indicated that the Company cash receive increased each year or
compound annual growth rate (CAGR) was 23 percent because increased of finance lease and
outstanding receivables were received at the collection period.

4. Liquidity of the Company

Table 39: Cash flows

31 Dec 31 Dec 31 Dec 31 Dec
2014 2015 2016 2017

LAK: LAK: LAK: LAK:

million million million million
Cash flows from operating activities (3,824.16) (832.63) (8,172.11) 10,424.27
Cash flows from investment activities (1,295.45) (625.95) (425.24) (1,163.26)
Cash flows from financing activities 9,552.04 (907.63) 7,257.61 (8,140.60)
Net increase in cash and cash 443243 | (236621) |  (1,339.74) | 112041
equivalents
Cash and cash equivalents as at January 1 186.66 4,619.09 2,252.88 913.14

Cash and cash equivalents as at

4,619.09

2,252.88

913.14

2,033.55

December 31
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«» Cash flow analysis

- Cash flows from operating activities

In 2014, 2015, 2016, and 2017 the Company had cash flows from operating activities equal
to LAK -3,824.16 million, LAK -832.63 million, LAK-8,172.11 million and LAK 10,424.27
million respectively, which indicated that between 2014-2016, the Company had cash paid for
operating activities more than cash received for operating activities which was generally
normal for leasing sector because this business needs to use cash to generate income and the
increase of finance leases cause cash flows from operating activities to become negative. This
negative cash flow from operating activities would be compensated by cash flow from
financing activities to create liquidity of the Company.

- Cash flows from investment activities

In 2014, 2015, 2016, and 2017, the Company had cash flows from investment activities
equal to LAK -1,295.45 million, LAK -625,95 million, LAK-425,24 million and LAK
-1.163,26 million respectively, which indicated that since 2014 — 2015, the Company had a lot
of cash paid as an increased of legal reserved at the bank of Lao PDR. In 2017 the Company
had invested in CAPEX (leasehold, improvement and equipment), and that was the result of
cash paid was more than cash received. In 2016 the Company had decreased of its legal
reserved at the bank of Lao PDR to use in operations, so then cash received was more than
cash paid.

- Cash flows from financing activities
In 2014, 2015, 2016, and 2017, The Company had cash flows from financing activities
equal to LAK 9,552.04 million, LAK -907.63 million, LAK 7,257.61 million and LAK
-8,140.60 million respectively, which indicated that, since 2014 and 2016 the Company had
cash received more than cash paid due to the increased of its capital each year and short-term
borrowings to use in operations of the Company. In 2015 and 2017, the Company had
replayed short-term borrowings so the cash paid was more than cash received.

- Cash and cash equivalents
In 2014, 2015, 2016, and 2017, the Company had cash and cash equivalents equal to
LAK 4,619.09 million, LAK 2,252.88 million, LAK 913.14 million and LAK 2,033.55
million respectively, which indicated that, the Company had good liquidity and was able to
managed cash flow of the Company sufficiently. However, if the Company wishes to expand
its finance lease in the future the Company would have to raise more cash in order to expand.
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5. Source of funds

Table 40: Source of funds

31 Dec 2014 31 Dec 2015 31 Dec 2016 31 Dec 2017
Source of funds LAK: Y, LAK: o, LAK:

million ®  million million
1. Shareholders’ | |
equity

19,912.82 | 57.74 29,958.46 | 79.83 | 34,437.54 | 68.61 39,251.66 80.35

2. Borrowings from

related parties 14,573.00 | 42.26 7,571.00 | 20.17 | 15,755.00 | 31.39 9,600.00 19.65

34,485.82 100 37,529.46 50,192.54 100 48,851.66 ‘

In 2014, 2015, 2016, and 2017, The Company had sources of fund from shareholders and
borrowed from related parties, the shareholders' equity equal to LAK 19,912.82 million, LAK
29,958.46 million, LAK 34,437.54 million and LAK 39,251.66 million respectively or 57.74
percent , 79.83 percent, 68.61 percent and 80.35 percent respectively of total sources of fund ,
fund from related parties equal to LAK 14,573.00 million, LAK 7,571.00 million, LAK
15,755.00 million and LAK 9,600.00 million, respectively or 42.26 percent, 20.17 percent,
31.39 percent and 19.65 percent respectively of total sources of fund. This indicated that the
Company had raised capital each year to expand more finance lease and more liquidity of the
Company. In addition, when consider debt to equity ratio equal to 0.89 time, 0.41 time, 0.65
time and 0.33 time respectively, this is at the sufficient level because of the ratio was less than
1 time.

6. Key Financial Ratios

Business operations in 2014, 2015, 2016, and 2017, shows the Company's key financial
ratios including the return on assets equal to 11.37 percent, 10.07 percent, 9.44 percent and
10.40 percent respectively, Return on asset rotation is 0.27 time, 0.30 time, 0.30 time and 0.33
time respectively, meaning that the Company was able to be beneficial from its assets at the
sufficient level compared to the same business. Debt to equity equal to 0.89 time, 0.41 time,
0.65 time and 0.33 time respectively showing the decrease in trend because the Company has
increased its capital each year and in the future the company will raise funds from initial
public offering (IPO) and list in the Lao Stock exchange (LSX) to expand more finance lease
to customers within Vientiane capital also expanding branches in others provinces and main
districts of the provinces when ready. In addition, the Company also has asset quality ratio
especially NPLs to total finance lease equal to 2.05 percent, 1.64 percent, 1.84 percent and
1.18 percent respectively. Which indicates that, the Company has a good quality leasing and
good control to increase of NPLs.
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Chapter 2
Information relating to the offer

1. Description of Shares

The following section outlines information relating to the shares of the Company and
ownership rights of the shareholders based on the Company’s Article of Association (AOA) and
the relevant laws and regulations of Lao PDR.

1.1 General Information

The Company was converted from a private company (company limited) to a public
Company with limited liability under the laws of Lao PDR. On the Conversion Date, the 13
existing shareholders owned 100% of registered shares of the Company. Thereafter, according
the resolution of the Extraordinary Shareholders Meeting II to on 10 August 2017 has agreed to
increase registered capital not more than 12,240,000 shares with the par value LAK 1,000 per
share or to be added up to LAK 12,240,000,000. Which has increased its registered capital from
LAK 27,760,000,000 to not exceed LAK 40,000,000,000 and the previous number of shares
from 27,760,000 shares to not exceed 40,000,000 shares.

For the issuance of the Company shares for Initial Public Offering (IPO), the Company
shall issue 12,240,000 shares or 30.6% of total paid up capital after the IPO. According to
extraordinary shareholder’s meeting II year 2017 has approved initial public offering (IPO) not
less than 12,240,000 shares.

In principle, the Company is administrated by the Company’s regulation and some from
enterprise law.

1.2 Capital

The Company’s capital stipulated in this prospectus is LAK 27,760,000,000 consisting of
27,760,000 shares, with a par value of LAK 1,000 per share.

After the IPO, the financial advisor and underwriter, BCEL-KT Securities Company
Limited, shall propose to list all shares of the Company on LSX. The Company expects the
proposal will be approved for the implementation, and the qualification of the Company will be
in line with LSX’s regulation.

1.3 The limitations of foreign shareholders.

According to the regulation on the management on securities trading of foreign investors
in Lao PDR (revised) No. 005/LSCO, date 8 December 2015, foreign investors can hold stocks
of a listed securities company or listed company following the order set out in Article 8 of the
regulation as follows:

1) As required by the law of the relevant sector;

2) In accordance with the resolution of the shareholder meeting of the issuing company or
the register company;
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3) According to the LSCO;

Based on the resolution of the issuance of IPO, the Company agrees not to limit foreign
shareholder ratio and are able to hold a maximum of 100% of the total shares in order to comply
with the regulation on the management on securities trading of foreign investors in Lao PDR
(revised) No. 005/LSCO, date 8 December 2015, Article 8.

There are no restrictions on foreign investor’s shareholding proposed by the law of the
relevant sector. Therefore, the limitations of foreign shareholders shall complied with the
resolution of the shareholders’ meeting of the Company.

1.4 Shareholder’s meeting.

According to the Company’s regulation, the Board of Directors of the Company shall call
on the annual general meeting of the shareholders of the Company at least once a year within
June. Then after listing in LSX, the Company also has to comply the regulations from LSCO and
LSX as well as other regulations from related parties. The Board of Directors of the Company
probably call on the extraordinary general meeting of shareholders when it deems necessary to
request for the resolution of the shareholder’s meeting on the agenda stipulated in the Company’s
regulation or related laws. In case the extraordinary general meeting of shareholders is called on
by the number of shareholders or core directors (refers to the enterprise law) or court order, the
board of directors shall call on the extraordinary shareholder’s meeting within 30 days from the
date received the notifications.

According to the regulations, a notice of a shareholders’ meeting shall be directly sent via
the appropriate channels to all shareholders of the Company at least 5 days prior to convening
the meeting day.

The quorum for a shareholders' meeting of the Company shall be at least two
shareholders representing more than half of total paid up shares.

1.5 Voting Right

A shareholder is generally entitled to one vote per share. A resolution may be approved at the
general meeting by simply majority vote. However, specific matters require approval from votes
of at least two-third of shareholders or their proxies attending the meeting and more than 80% of
total shares contributed. The following matters related to the Company require special resolution
of the shareholders are:

- Voting on matters specified by the Enterprise Law

- Amending the Article of Association (AOA) or Memorandum of Association (MOA).
- Increasing or decreasing the capital of the Company

- Merger or dissolution of the Company

- Sale or transfer of all or substantial part of the Company’s business to another person.
- Purchase or acceptance of the business of other enterprise.

Pursuant to the Enterprise Law, a shareholder may be prohibited from voting on matter in
which they are involved or directly or indirectly attributable to their personal gain or benefit. The
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participating members in the shareholders’ meeting shall determine whether a shareholder falls
within this scope.

1.6 Dividend Policy

Company will pay dividend not less than 50 percent of the available net profit after
deducting for legal reserve fund. Other while, the dividend payment will depend on the
investment plan, the necessity and the other appropriateness. In the future, when the board of
directors agrees to pay annual dividend, it must be offered to the shareholders meeting to
consider and approve, accepted that the dividend payment during the year was approved the
authorization to the board of directors to authorize dividend payment but it’s necessary to inform
on the shareholder meeting and certified to the next shareholder meeting.

1.7 Pre-emptive Right on shares offering and additional shares issuance.

Chapter 1 of the resolution of national Assembly members provides an exemption for all
companies listed on the LSX from their legal obligations under the Enterprise Law relating to the
pre-emptive rights of the shareholders when selling additional shares of a company.

Pursuant to the Enterprise Law, the Company is required to call for a Shareholders
meeting seeking approval for any increase of the Company’s registered capital. An increase in
registered capital shall be registered with the MOIC within 10 business days from the date
specified for the payment of subscribed shares. In addition, after the registration of the increase
of capital, the Company shall give public notice of the increase within 10 business days from the
registration date.

1.8 Right on Settlement

In the event of liquidation, the assets remaining after distribution to the creditors in full
shall be distributed to the shareholders in proportion to the number of shares held by the
shareholders.

1.9 Shareholder Register Book
The Company shall record name and surname, address and nationality of the shareholders
in the shareholder book herein after it’s called “shareholder register book™.

1.10 Disclosure of Financial Statements

The Enterprise Law provides that the Board of Directors must corporate with the
independent auditor by providing clarifications on the source and accuracy of numbers and
information appearing in the financial statements before submitting them to the shareholders’
meeting for approval. The financial statements must be certified by the independent auditor and
approved by the shareholders at the annual general meeting.

In addition, the Reporting and Disclosure of Information No. 007/LSC, dated 3 April
2014 requires the Company to prepare and submit the audited annual financial statements and
reviewed quarterly financial statements to LSCO. Moreover, the Company is subject to further
requirements of the LSX.

Under the Regulation regarding Reporting and Disclosure of Information No. 007/LSC,
dated 3 April 2014, the normal reporting and disclosure of information is on a quarterly, half-
yearly, and yearly basis.
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- Quarterly reporting and disclosure: The securities issuing companies and the listed
companies are required to report and disclose information for the first and the third
quarters of the year within 45 days from the end of the first and the third quarter
respectively. The quarterly report shall include the summary of the Company’s business
operation for that quarter and the financial statements certified by its accounting
department, internal audit department, and directors.

- Semi-annual reporting and disclosure: The securities issuing companies and the listed
companies are required to report and disclose information for the first half of the year
within 60 days from the end of the second quarter. The report shall include the summary
of the Company’s business operation for the first half of the year and the financial
statements which have been examined by an independent auditor approved by the LSCO
and have been accepted by the Company’s Board of Directors’ meeting. The semi-annual
financial statements shall also include the Company’s information for the second quarter.

- Annual reporting and disclosure: The securities issuing companies and the listed
companies are required to report and disclose information for the year within 120 days
from the end of each fiscal year. The report shall include the summary of the Company’s
business operation for the year and the financial statements which have been examined
by an independent auditor approved by the LSCO and have been accepted by the
shareholders’ meeting. Such annual financial statements shall also include the
Company’s information for the fourth quarter.

2. Share Transfer Restriction

According to Article 190 of the Enterprise Law (updated) No. 46/SPS, posted on 26 Dec
2013 said that the establish of Public Company are restricted to transfer their shares within 2
years from the date of registering as public company in consistent with Enterprise Law. In
addition, if the Company is listed on LSX, according to listing regulation of LSX, No. 005/LSX,
dated 26t November 2015, the largest shareholders and related parties shall be restricted to
transfer all shares within 6 months from the listing date (Silent Period).

3. Determination of Offering Prices
The determination of the offering price is based on “Price to Earnings per Share” (P/E
Ratio). According to The determination of the offering price No. 08/LSCO dated 09 February
2018, the Company has determined an offering price not lower than book value per share and
a P/E ratio not more than 16 times as below:
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Table 41: Determination of Offering Price

Before Initial Public Offering (IPO)

Net Profit 2016 Par Value EPS Price IPO P/E
(LAK) (LAK 8,000 per share) (LAK) (LAK) (time)
5,360,463,576 Shares 1,669 2,100 1.26
3,211,011
(WACC)
Net Profit 2017 Par value EPS Price IPO P/E
(LAK) (LAK 1,000 per share) (LAK) (LAK) (time)
5,438,722,929 Shares 195.92 2,100 10.72
27,760,000
After Initial Public Offering
Estimate Net Profit 2018 Par Value EPS Price IPO P/E
(LAK) (LAK 1.000 per share) (LAK) (LAK) (time)
7,229,833,244 Shares 180.75 2,100 11.62
40,000,000

4. Distribution, Subscription and Allocation of IPO

4.1 Distribution Method
The Shares are being distributed and offered in a public offering by the Underwriter
through the Selling Agent to investors inside Lao PDR and foreign investors in reliance on
applicable laws in the countries in which such offers are made.
» The distribution of IPO The distribution of 12,240,000 shares of this IPO shall
distribute to both public investors in Lao PDR and foreign investors.
» The shares offered in this IPO have specific policy on the number of shares and
offering price to be offered to specific parties as the detail in table below:

Table 42 Shareholder proportion
Shareholder % Shares ‘ Condition

1. General public shareholders 98.75 | 12,087,000 | Price 2,100 Kip per share

2. Managements team and
employees

Total 100 | 12,240,000
» The distribution of all IPO shares had already been registered with LSCO.

1.25 153,000 | 1,470 Kip per share (70% of IPO price)
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4.2 Information of Underwriter and Selling Agents
4.2.1 Information on Underwriter

BCEL-KT Securities Co., Ltd (BCEL-KT) established in 2010, is one of the first
companies licensed from the Lao Securities Committee (LSC) to operate all securities businesses
allowed in the Lao PDR. Moreover, the company is one of the first members of the Lao
Securities Exchange (LSX) and has been recognized as the leading company in the Lao securities
industry.

BCEL-KT is a joint venture between Banque Pour Le Commerce Exterieur Lao
Public — BCEL (70%) and KT-Zmico Securities Co., Ltd - KT-ZMICO (30%). BCEL is a
leading, trustworthy and largest commercial bank in Laos. The bank provides various banking
services since 1975, namely, deposit, loan, bank guarantees issuance, etc. BCEL currently has 18
branches, 70 service units, 13 foreign exchange service offices and over 100 correspondent
banks worldwide. KT-ZMICO is one of leading securities companies in Thailand with more
than 30 years experiences in brokerage, financial advisory and underwriting services in various
sectors, including banking, finance, production, insurance, telecommunication, electronic,

BCEL-KT’s office is . Lao Securities Exchange Building 7" Floor, Kamphaengmaueng

located at Road (T4), Phonthan Neua Village, Xaysetha District, Vientiane
Capital.

Telephone © (856-21) 265477

Fax . (856-21) 265488

Website . www.bcel-kt.com

Email . info@bcel-kt.com

mining, heavy industry, chemical industry, etc.

BCEL-KT offers a wide range of securities-related services, including financial
advisory, underwriting and brokerage services. The company, currently, holds the largest market
share in terms of market trading value and customer base in Laos. Furthermore, the company has
highly experienced brokers along with a strong research team and back office. In
essence, BCEL-KT also has experienced financial advisors recognized by both local and foreign
customers.

4.2.2 Settlement Bank

Banque Pour Le Commerce Exterieur Lao Public, as the representative bank for
settlement of the Underwriter, investors in Lao PDR and oversea can open a bank account in
LAK with the settlement bank to subscribe the ordinary shares for this offering. Please see the
details below:
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Table 43: Branches of Settlement Bank

Location

Chanthabouly District, Vientiane Lao PDR

No01, Pangkham Street, Ban Xiengnheun,

Contact

Tel: (85621) 213200-1,
(85621) 223243-4
(85621) 217899,
(85621) 222495

Fax: (85621) 213202 ,
(85621) 223012,
(85621) 214944

Email: beelhovt@bcel.com.la,

beelhgv@bcel.com.la

P.O.BOX: 2925

Swift Code: COEBLALA

Champasak Branch

Nol1 Phatthana Lakmeung Village, Pakse
District Champasak Province.

Tel: (856-31) 213207
Fax: (856-31) 213206
P.0.BOX: 789

Swift Code: COEBLALA

Phongsaly Branch

Phoufa Street, Chommeuang Village,
Phongsaly District, Phongsaly Province.

Tel: (856-88) 210224

Fax: (856-88) 210221
Email: beelpsl@bcel.com.la
Swift Code: COEBLALA

Luang Prabang Branch

Kaisone Road, PhonPheang Village,
Laungprabang District, Laungprabang
Province

Tel: (856-71) 252814

Fax: (856-71) 260598
Email:bcellpb@bcel.com.la
P.0.BOX: 534

Swift Code:COEBLALA

Xayabuly Branch

Kaisone Rd, Simeuang Village, Sayyabouly
District , Sayyabouly Province.

Tel: (856-74) 260038

Fax: (856-74) 211318
Email:beelxyb@bcel.com.la
Swift Code:COEBLALA

Khammouan Branch

Vientiane Road. Chomthong Village,
Thakhek District Khammouane Province.

Tel: (856-51) 212689, 212688,
Fax: (856-51) 212685,
214409,
Email:bcelkmn@bcel.com.la
Swift Code: COEBLALA

Xiangkhuang Branch No.7 Rd, Phonesavanhtai Village, Pack Tel: (856-61) 213297
District, Xiengkhuang Province. Fax: (856-61) 213293
Email:bcelxkh@bcel.com.la
Swift Code:COEBLALA
Dong Dok Branch 13 North Street, Khamhoung Village, Tel: (856-21) 771495

Xaythany District, Vientiane Capital

Fax: (856-21) 771496
Email:bcelddb@bcel.com.la
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District, Sekong Province.

No \ Name Location Contact
9 Vientiane Capital Route ASEAN, thongkhankham Village, Tel: (856-21) 213205, 219763,
Branch Chanthabouly District, Vientiane Capital 219764 Fax: (856-21) 219765
Email: beelvtc@bcel.com.la
P.O
Box: 2925 Swift Code:
COEBLALA
10 bolikhamxay Branch 13 south Road.Phonxay Neua Village, Tel: (856-54) 280112
Paksan District, Bolikhamxay Province Fax: (856-54) 790918
Email:bcelblx@bcel.com.la
11 Bokeo Branch R3 Road, Oudom Village, Huaysay District, | Tel: (856-84) 212162
Borkeo Province Fax: (856-84) 212162
Email: beelbok@bcel.com.la
12 VangVieng Branch Kangmeuang Street, Sawang Village, Tel: (856-23) 511434
Vangvieng District, Vientiane Province Fax: (856-23) 511433
Email: beelvv@bcel.com.la
Swift Code: COEBLALA
13 Savannakhet Branch Latsavongseuk Road, Sunantha Village, Tel: (856-41) 212261
Kaisonphomvihan District, Savannakhet Fax: (856-41) 212723
Province. Email:bcelsvn@bcel.com.la
Swift Code:COEBLALA
14 Salavan Branch No.15A Rd, Nalek Village, Salavan District, | Tel: (856-34) 212016
Salavan Province Fax: (856-34) 212037
Email:beelslv@bcel.com.la
Swift Code:COEBLALA
15 Luangnamtha Branch Luangnumtha Road, Phonexay Village, Tel: (856-86) 211316
Luangnumtha District, Luangnamtha Fax: (856-86) 212334
Province Email:beellnt@bcel.com.la
Swift Code:COEBLALA
16 Houaphanh Branch Phathee Street, Phanxay Village, Samneua Tel: (856-64) 312178
District, Houaphanh Province. Fax: (856-64) 312090
Email:bcelhpn@bcel.com.la
17 Attapeu Branch Road 16i, Phonsawang village, Samakixay Tel: (856-36) 210062-0,
District, Attapue Province. 211929
Fax: (856-36) 211939,
210063
Email: beelatp@bcel.com.la
18 Oudomxay Branch North No13 Road, Navannoi Village, Xay Tel: (856-81) 211260
District, Oudomxay Province. Fax: (856-81) 212234
Email: beelodx@bcel.com.la
Swift Code: COEBLALA
19 Sekong Branch No.16 Rd, Maihuameuang Village, Lamam Tel: (856-38) 211689

Fax: (856-38) 211689
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No \ Name Location Contact

Email:bcelsek@bcel.com.la
Swift Code:COEBLALA

20 Phonehong Branch No 13 North street, Phonehong Village, Tel: (856-23) 212171
Phonehong District, Vientiane Province Fax: (856-23) 212173, (856-
23) 212178

Email: beelhqv@bceel.com.la
Swift Code: COEBLALA

However, the Underwriter may consider a change or increase in the number of Selling
Agents according to the conditions and appropriateness.

4.2.3 Underwriting Condition

The Company has appointed BCEL-KT Securities Company Limited to be the
Underwriter for the total 12.240.000 shares, which has par value of LAK 1.000 per share by
guaranteeing the purchase of the remaining shares. On the underwriting condition of the
Company’s shares in this IPO, the Company and the Underwriter shall comply with the term and
conditions that stipulated in the underwriting agreement.

4.3 Estimated Expenditures in relation to the Offer

The Company shall pay the underwriting fees to the Underwriter. The Selling Agents
shall receive partial commission for taking underwriting from the Underwriter. The total
expenditures in relation to the offer excluding underwriting fees shall be paid mostly by the
Company and it is expected to be approximately LAK 1,647,745,100.

5. Subscription on IPO and Subscription Method
5.1 Procedures for Obtaining Prospectus and Subscription Form

The prospectus and the share subscription form will be available to investors at
BCEL-KT’s office on 7th floor, LSX Building, Kamphaengmaueng Road (T4), Phonthan
Village, Xaysetha District, Vientiane Capital, Lao PDR from 8.30 am to 3.30 pm from 13 to 17
August 2018hereafter referred to as “subscription period”.

5.2 Subscription Method

A subscriber can obtain the subscription form at the Underwriter and Selling Agents,
within the Subscription Period specified in this section. The subscriber must clearly fill out the
subscription form and cause its authorized signatory to sign together with the Company’s seal
affixed (if any), and must pay a subscription price according to the procedures in this section, by
the end of the Subscription Period

In the Combined Offer, the subscription shall be at the minimum amount of 100 shares
and in multiples of 100 shares.
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A subscriber must fully and clearly fill out the subscription form and submit all
documents as shall be required by the Underwriter or Selling Agent (as the case may be) together
with the full payment of the subscription price to the Underwriter or Selling Agent. A subscriber
must make a subscription payment in a full amount of the share subscription by cash transferring
into the shown account number on the subscription form so that the Underwriter can receive such
amounts within the last day of subscription.

A subscriber shall bring (1) Subscription form and (2) Document of Identification and (3)
Documents certifying money transfer after that submit those documents to BCEL-KT Securities
Company Limited or Selling Agent within due date and time defined on the subscription form.

Required certification documents:
(1): For Lao individual: A certified copy of Lao ID card
(2): For Foreign individual: A certified copy of passport
(3): Letter of attorney: in case there is a third person to be a subscriber’s representative
(4): Juristic Person: A certified copy of the passport or Lao ID card of authorized
person(s) and/or Copies of certificate of incorporation (if any)
The Underwriter or Selling Agents must issue a certification as an evidence for the
subscribers, the Underwriter and Selling Agents have to notify the number of allocated shares,
procedure and after the end of subscriptions period.

5.3 Refund for unallocated shares.

Investors who wish to subscribe for the IPO are required to deposit or transfer sufficient
amount of fund into the shares subscription account with BCEL-KT Securities Company Limited
as specified in the subscription form. Those who wish to transfer fund from their securities
account with respective securities brokers shall authorize their securities brokers to transfer the
fund equal to their subscription amount into the shares subscription account as specified in the
subscription form.

The subscribers shall be responsible for any fees and charges incurred by the bank and
losses incurred due to foreign currency exchange (if any) and provide the proof of payment to the
underwriter before the end of the subscription period. Any successful subscriptions are non-
cancellable and not subject to refund expect those stipulated in 6.2. “Refund of Subscription
Payment”.

6. Shares allocation.
6.1 Shares Allocation Principal

After the underwriter and selling agents has already completed the share subscription
process accordingly, the share allocation to investor will be completed within 3 business days
after the share subscription period has been ended. To ensure the right and maximize the benefit
of the investors and the Company, the underwriter shall have discretion to allocate the shares to
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any or all of the investors in accordance with the Company’s best interest, which may be based
on first come first serve or averaging method or others, as deemed appropriate according to the
relevant regulations. However, the underwriter and selling agent reserve the right to refuse a
subscription for the shares according to the subscription form where the underwriter or selling
agent (as the case may be) deems that such subscription does not comply with the subscription
method, in order to smooth all of the process and made in the best interests of the Company. In
the case all offering shares are booked prior the subscription closed, the underwriter shall close
the subscription period before as stated in above.

6.2 Refund of Subscription Payment

The underwriter and selling agents shall disclose to shareholders who have not full
allocated shared in this IPO (depending on the situation). For which they subscribed by mean of
a wire transfer to the subscriber’s bank account within 2 business days from the end of the
Offering Period. Refund of subscription payment shall be returned in proportion who have not allocated
share. Refund of subscription payment are not redeemed will not calculate interest or compensation
for any damages. If refund of subscription payment was not taken steps required in this prospectus, the
underwriter and selling agents cannot perform the required which has to charge interest on defaulted at a
rate of 5% per year to subscribers to subscribers until they will be fully paid subscription shares back.

7. Delivery of Share

The share registrar shall deposit the shares in the securities account of the subscribers
through registered brokers who have opened accounts on behalf of their clients as notified by the
subscribers in the subscription forms. The shares will then be registered and deposited at the
Securities Depository Center of the LSX.

8. Distribution Plan and Use of Capital Increase

The Underwriter has entered into an Underwriting Agreement pursuant to which the
Company has agreed to issue and the Underwriter has agreed to procure subscribers for the
subscription and purchase of 12.240.000 shares with its par value of LAK 1.000 per share under
the condition of underwriting contract prescribed that the Underwriter shall take underwriting all
issue shares in consistent with the contract.

The Selling Agent has entered into an agreement with the Underwriter pursuant to which
the Selling Agent will place the Shares with general investors inside Lao PDR and the
Underwriter will place the Shares with foreign investors (investors living outside the Lao PDR)
in reliance on applicable laws in the countries in which such offers are made, which will not be
subject to any filing requirement. The Underwriter and the Selling Agent plan to place
12.240.000 shares to public investors in Lao PDR and foreign investors.

The Underwriter is to market the Shares under LSX, subject to approval of legal matters
by its counsel, including the validity of the Shares, and other conditions contained in the
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Underwriting Agreement, such as the receipt by the Underwriter of officer’s certificates. The
Underwriter reserves the right to withdraw, cancel or modify its offer of the Shares and to reject
orders in whole or in part to the extent permissible under the securities laws of the Lao PDR.

The Company has agreed to fully indemnify the Underwriter against certain liabilities,
including liabilities under the Lao laws and any other Lao securities laws, and to contribute to
payments which the Underwriter may be required to make in respect of those liabilities.

9. Use of Proceeds
The company expects to capital increase from initial public offering, not less than LAK
12.240 million, which the company aims to expand lease to clients within Vientiane Capital.

The proportion use of proceeds from initial public offering for the first time (hereinafter
"IPO") has the following detail:

Table: Use of Proceeds

Purpose Required Amount Proportion use of Estimated
(million Kip) proceed from IPO Timeframe

Expand finance lease to Clients 100%
o L. . No less than 12,240 2018 - 2019
within Vientiane Capital;

Total No less than 12,240 100%
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Chapter 3
Certification of the Accuracy

1. Certification of the Company accuracy.

I have already checked the information in the prospectus made by Lao language with caution
as the Board of Directors, certify that the information is accurate and completed

As an evidence of all documents shall be an identical and certified by me. I hereby
authorized Mr. Manop Tririthvilai to countersign on every page of the documents regardless of the
document will be considered an uncertified document if without the countersign of Mr. Manop
Tririthvilai

Board of Directors

\[o} Name Position Signature

1 | Mr. Chakrit Naksorn Chairman C * ]\Hf,&’\m

2 | Mrs. Inthavilay Oudom Vice Chairwoman A/’Z”Z
Member of BOARD OF

3 | Mr. Manop Tririthvilai DIRECTORS/CEO

Member of BOARD OF \ MIL
4 | Mrs. Prathana Naksorn DIRECTORS (%%\ m

Member of BOARD OF

S %
5 | Miss Sutida Naksorn ,.-;-—_7) .

DIRECTORS

. e Member of BOARD OF
6 | Mr. Kriengkrai Nissyan DIRECTORS ﬂ
Member of BOARD OF
7 | Mr. Sangkhom Chanhsouk DIRECTORS (Independent)

Member of BOARD OF @_
8 | Mr. Nantapat Ngamplung DIRECTORS(Independent) /,_/‘

Member of BOARD OF ;
9 | Mr. Theeramate Vuttipadhpibul | DJRECTORS (Independent) ﬂ) '," N
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Authorized person
Position Signature

1 Mr. Thongthawal ThongTham Acting CFO ’@_

Position Signature

e Member of BOARD OF
1 Mr. Manop Tririthvilai DIRECTORS / CEO )/QTQ
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2. Certification of Financial Advisor

This prospectus is a part of [PO listing application documents of Mahathuen Leasing Public
Company made by between the Company and BCEL-KT Securities Co., Ltd. under the financial
advisory contract for going to public (IPO).

I hereby certify that the analysis, value estimation and words definition in this prospectus is
proper and completed base on the information provided by Mahathuen Leasing Public Company.

BCEL-KT securities company Co,. Ltd
No. Name Position

1 Mr. Thepsavanh Kitiyavong Acting Managing
director
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Subscription Form for New Ordinary Shares (IPO) of MAHATHUEN LEASING PUBLIC COMPANY
Initial Public offering with par value of Kip 1.000 at the offering price of Kip 2.100 kip per share
(Each subscriber must subscribe for a minimum of 100 shares, and if more, in multiples of 100 shares)

MAHATHUEN

Subscription Date : / / Subscription No.
Subscriber please clearly fill In the spaces below
Name — Last Name Securities A/C No.

Document Required () ID Card () Alien Card () Passport () Company Registered No.

Nationality Date of Birth / / Occupation
Address Country
Telephone No. Mobile Phone

Fax No. E-mail :

Hereby subscribe for and request allotment of new ordinary shares of MAHATHUEN Leasing Public Company as follows:

No. of Share subscribed Offering Price (Kip) Amount Due (Kip) Amount (Words)

Made payable to Bank: Banque Pour Le Commerce Exterieur Lao Public Company Bank (BCEL) as the following accounts Bank Account No.:

Acc. Name: BCEL-KT (MHTL FOR SHARE SUBSCRIPTION) Acc. No: 010110001499407001  Currency: LAK Amount: LAK
BCEL Address: No. 1, PangkhamStreet, VTE, LAO PDR. SWIFT Code : COEBLALA

If the shares are allotted to me/us , I/we hereby agree to the underwriter to issue a share certificate in the name of “Settlement and Depository Department” for the
allotted shares and arrange further to to deposit the said Shares with Lao Securities Depository Center for my/our securities

securities A/C name securities A/C_No.
(Name of the subscriber must be the same as the name of the securities account)

If I/we have not been allotted the Share or have been allotted lower than the subscribed amount, 1/we agree to have the payment or excess payment returned to me/usf|
by deposit into my/our account as the following information

O Deposit to my/our account at Bank Branch AJC. No
(Note: Bank charges or any other expense will be deducted from the refund amount to the subscriber).

1/We hereby undertake to subscribe the above ordinary shares as allotted to me/us and shall not cancel this offering subscription including acceptance of fund return
in the case that my/our subscription is to be refused because of incompletion of documents as required by the Company or any other reasons.

Signature Subscriber &

Name ( )

** Please be aware that there is risk involved in stock investment and make sure you have thoroughly studied all information before deciding on the share subscription.**

>>> For officer uses only >>> | Checker: Input:

x

Subscription Receipt New Ordinary Shares of MAHATHUEN Leasing Public Company (Subscriber please also fill out this portion)

Subscription Date : / / Subscription No.

Evidence of subscription fund payment from (name of subscriber) for the subscription of new ordinary
shares of MHTL from Public Offering with shares at the offering price of 2.100 kip, Amount: Kip,
Payment Date: / /201 has been submitted and duly received.

If the shares are allotted to me/us, I/we hereby agree to the underwriter to issue a shareholding certificate in the name of “Lao Securities Depository Center” for thefl

allotted shares and arrange further to , my/our securities account no.

Authorized Officer

Name ( )I
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS AND DIRECTORS
MAHATHUEN LEASING PUBLIC COMPANY

Opinion

We have audited the financial statements of Mahathuen Leasing Public Company
(the “Company™), which comprise the statement ol financial position as at December 31, 2017,
and the statement of income, statement of changes in sharcholders’ equity and statement of
cash flows for the year then ended, and notes to the financial statements, including a summary
ol significant accounting policics.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of Mahathuen Leasing Public Company as at December 31, 2017,
and its financial performance and its cash flows for the year then ended in accordance with
the basis for preparation and presentation of the financial statements and the basis of
accounting described in Notes 2 and 3 to the financial statements.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs™).
Our responsibilitics under thosc standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of
the Company in accordance with the International Ethics Standards Board for Accountants’
Code of Ethics for Professional Accountants (“IESBA Code™) that are relevant to our audit of
the financial statements, and we have fulfilled our other ethical responsibilities in accordance
with the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Basis of Accounting and Restriction on Distribution and Use

Without qualifying our opinion, we draw attention to Notes 2 and 3 to the financial statements,
which describes the basis for preparation and presentation of the financial statements and
the basis of accounting of the Company. These financial statements are not intended to present
the financial position and its financial performance and its cash flows in accordance with
International Financial Reporting Standards. The financial statements are prepared to assist
the Company to meet the requirements of its sharcholders and directors. As a result, the financial
statements may not be suitable for another purpose. Qur report is intended solely for
the Company and its shareholders and directors and should not be distributed to or used by parties
other than the Company or its sharcholders and directors.
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with the basis for preparation and presentation of the financial statements and
the basis of accounting described in Notes 2 and 3 to the financial statements, and for such
internal control as management determines 1s necessary to enable the preparation of financial
statements that are {ree from material misstatement, whether due to fraud or error.

In preparing the financial statements, management 1s responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are 1o obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to [raud or error, and to issuc
an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecling a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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« Conclude on the appropriateness of management’s use of the going concern the basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in
the financial statements or, il such disclosures are Inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company to ceasc to continue
as a going concern. :

e Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and cvents in a manner that achieves fair presentation.

We communicate with management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that-we identify during our audit.

Choopong Surafch_t} ikal ;
DELOITTE (LAO) SOLE COMPANY LIMITED
VIENTIANE CAPITAL

April 24, 2018
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MAHATHUEN LEASING PUBLIC COMPANY
STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31, 2017

UNIT : LAK

Notes 2017 2016
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ASSETS

CURRENT ASSETS

Cash and cash equivalents 4.1 2,033,555.517 013,147,509
Current portion of finance lease
and installment loan receivables 5 32,162.409.615 32.067,226,094
Assets held for sale 6 123,101,216 366,595,553
Other current assets 7 218,293,115 3.445,926.,253
Total Current Assets 34.537.359.463 36,792.895,409
NON-CURRENT ASSETS
Cash deposit at Bank of the Lao PDR 8 1,388.002,700 1,388.002,700
Finance lease and installment Joan receivables 5 14.900,153,011 18.032,813,286
Leasehold improvement and equipment 9 1,473,706.264 599.688.009
Intangible asset 10 1,694,000 115,685
Total Non-current Assets 17.763,550,575 20,020,619,680
TOTAL ASSETS 52,300,916,038 56.813,515,089

Notes to the financial statements form an integral part of these statements
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MAHATHUEN LEASING PUBLIC COMPANY

STATEMENT OF FINANCIAL POSITION (CONTINUED)

AS AT DECEMBER 31, 2017

UNIT : LAK
Notes 2017 2016
LIABILITIES AND SHAREHOLDERS® EQUITY
CURRENT LIABILITIES
Trade and other payables 11 2.516.,881.119 4. 815,493,387
Short-term borrowing from a related party 12 9.600,000,000 15,755,000.000
Current portion of liability under
finance lease agreement 13 31,607,634 -
Income tax payable 637,779,931 1.712.229.242
Other current liabilities 19,824,928 18,373,277
Total Current Liabilities 12.806,093,612 22.301.095,906
NON-CURRENT LIABILITIES
Liability under finance lease agreement 13 162,242,814 -
Other non-current liabilitics 80,918,738 74,881,238
Total Non-current Liabilities 243,161,552 74,881,238
TOTAL LIABILITIES 13,049.255.164 22,375,977,144
SHAREHOLDERS' EQUITY
SHARE CAPITAL 14
Authorized share capital 27.760,000,000 27.,760,000,000
Issued and paid-up share capital 27.760,000,000 27.760,000.000
RETAINED EARNINGS
15 1,784.378,567 1,240.506,674

Appropriated - legal reserve
Unappropriated
TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITES AND SHAREHOLDERS’ EQUITY

9.707,281,907

5,437,031,271

39,251,660.874

34.437,537.945

52,300,916,038

56.813,515,089

Notes to the financial statements form an integral part of these statements
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MAHATHUEN LEASING PUBLIC COMPANY

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2017

UNIT : LAK
Notes 2017 2016
REVENUES
Revenue from interest - finance leases and
installment loans 16,291,616.404 15.522.370,119
Net gain on exchange rate - 535,050,521
Other income 17 028,379,260 801,484,080
Total Revenues 17.219.995.664 16,858.904,720
EXPENSES
Administrative expenses 18 7,577,628.523 7,455,026.883
Doubtful account and bad debt expense 555.054,349 624 082,311
Net loss on exchange rate 926,932,836
Finance costs 1.265,129,096 1,300,006,708
Total Expenses 10,324.744,804 0.679,115,902
PROFIT BEFORE INCOME TAX 6.895,250,860 7.179,788.818
INCOME TAX EXPENSE (1,456,527,931) (1,819,325,242)
NET PROFIT 5,438,722,929 5.360,463,576
BASIC EARNINGS PER SHARE (LAK) 14 196 209
WEIGHTED AVERAGE NUMBER OF
ORDINARY SHARES (SHARES) 14 27,760,000 25,688,088

Notes to the financial statements form an integral part of these statements
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MAHATHUEN LEASING PUBLIC COMPANY

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2017

UNIT : LAK

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax expense
Adjustments for:
Bad debt and doubtful accounts
Amortization of deferred commission expense
Impairment loss of assets held for sale
Depreciation and amortization
Gain on sale of fixed assets
Finance cost

Unrealized loss on exchange rate

Changes in operating assets and liabilities
Decrease (increase) finance lease and
installment loan receivables
Decrease (increase) asset held for sale
Decrease (increase) other current assets
(Decrease) increase trade and other payables
Increase in liability under finance lease agreement
Increase in other current liabilities
Increase in other non-current liabilities
Cash withdrawn from Bank of Lao PDR
Cash paid for interest
Cash paid for income tax
Net cash provided by (used in)

operating activities

CASH FLOWS FROM INVESTING ACTIVITY
Cash paid for purchases of leasehold
improvement and equipment

Net cash used in investing activity

2017

6.895,250,860

555,054,349
1,933,404,188
14,960,000
287,664,430

1,265,129,096

1,277,785.,642

2016

7.179,788.818

924,082,311
1,562,516,840
31,050,000
262,864,730
1,300,006,708
55,607,333

12.229,248.565

632,231,976

LLy

1,451,651
6.037.500

(1.361,257.020)
(2.530,977,242)

11,315.916.,740

(17.627,790.008)
(302,199.963)
(1,430,468,344)
642,789,633
6.526.,094
6,141,638
947,997,300
(1,225,398.528)
,623.359)

n
Ll

(50

10,424.269.008

(8,172,108,797)

(1,163,261,000)

(425.242,165)

(1,163,261,000)

(425.242,165)
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MAHATHUEN LEASING PUBLIC COMPANY
STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2017

UNIT : LAK

Notes 2017
CASH FLOWS FROM FINANCING ACTIVITIES
Cash received from short-term .bon'owings
from a related party
Cash paid for short-term borrowings

from a related party (7.516,000,000)

Cash received from share subscription 14

Dividends paid 16 (624,600,000)

Net cash provided by (used in)

2016

10,121,000.000

(1,982,000,000)
4,400,000,000
(5.281,386.,263)

(8,140,600,000)

financing activities

1.120,408.008
913,147.509

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents as at January 1,

Cash and cash equivalents as at December 31, 4.1 2,033,555,517

Notes to the financial statements form an integral part of these statements
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VIAHATHUEN LEASING PUBLIC COMPANY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31,2017

GENERAL INFORMATION OF THE COMPANY

Mahathuen Leasing Public Company (the “Company™) is a company, incorporated and
domiciled in the Lao People’s Democratic Republic (“Lao PDR™). The address of the
Company’s registered office is at 628, Ban Phonphanao, K5, Kaysonephomvihan Road,
Saysettha District, Vientiane Capital, Lao PDR. The principal business of the Company is

to retail finance business through providing credit line for individual customers to buy

motorcycle.

The Company was incorporated on September 2, 2011 by obtaining Enterprise Registration
Certificate from Ministry of Industry and Commerce. The Company commenced the
operation after obtaining a license issued by Bank of the Lao PDR (“BOL”) on June 11, 2012.
On November 20, 2017, the Company has transformed from the limited company to Public
Company Limited and changed the Company’s name from Mahathuen Leasing Company
Limited to Mahathuen Leasing Public Company.

The major shareholder of the Company is Mahathun Holding Company Limited
(incorporated in Thailand) which own 97.58% of the Company’s shares.

BASIS FOR PREPARATION AND PRESENTATION OF THE FINANCIAL STATEMENTS

The Company maintains its accounting records in Lao Kip ("LAK”) and the financial
statements have been prepared in accordance with basis of preparation and presentation of
financial statements and the basis of accounting. The Company’s basis of accounting
applicd materially differ from International Financial Reporting Standards (“IFRS”).
Accordingly. these financial statements are not intended to present the financial position

and its financial performance and cash flows in accordance with IFRS.

The financial statements have been prepared under the measurement basis of historical cost
except as disclosed in the significant accounting policies.

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with the Company’s accounting
policies which the significant accounting policies arc as follows:

3.1 Cash and cash equivalents
Cash and cash equivalents comprises cash on hand, deposit held at call with banks
and bank deposits with maturities of three months or less from the date of
acquisition, but excludes restricted cash deposits.
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Finance lease and installment loan receivables

Finance lease and installment loan receivables are initially recognized at the value
of the consideration received or receivable for the whole contract period which
includes unearned interest income (interest to be received for the whole contract
period) and subsequently measured at the remaining amount less remaining
unearned interest income and allowance for doubtful debts. The amount of
the allowance is the difference between the carrying amount of the receivables and
the amount expected to be collectible. The amounts of receivables which are due
within 12 months are classified as current assets. The remaining amounts arc
classified as non-current assets.

The Company includes the initial direct costs such as commission expense incurred
at the origination of the finance lease contracts and installment loan contracts from
negotiation and acquisition of the contracts in the initial measurement of finance
lease and installment loan receivables. The Company amortizes the initial direct
costs to expense by effective interest rate method over the term of contract. In case
of early termination of the contracts, initial direct costs is fully amortized as

expense.

The Company’s management estimates the allowance for doubtful debts from the
ending balance based on past collection experiences and current information. Bad
debts are written off during the year in which they are identified and recognized in
the statement of income. Bad debt recovery is recorded by reducing bad debt and
doubtful account expense in the statement of income.

Asset held for sale

Assct held for sale is the asset seized from the lessee or borrower and is stated at net
realizable value. Net realizable value is the estimated selling price less the expenses
necessary to make the sale.

Ieasehold improvement and equipment

Leaschold improvement and equipment are stated at cost less accumulated
depreciation and any accumulated impairment losses.

The cost of an item of leasehold improvements and equipment comprises its purchase
price, import duties and non-refundable purchase taxes (after deducting trade
discounts) and any costs directly attributable to bringing the assct to the location
and condition necessary for it to be capable of operating in the manner intended by

management.

The cost of replacing part of leasehold improvements and equipment is included in
the carrying amount of the asset when it is probable that future economic benefits
will flow to the Company and the carrying amount of those replaced parts is
derecognized.

Repairs and maintenance are charged to the statement of income during the
accounting period in which they are incurred.
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Depreciation is calculated on the straight-line basis over the estimated useful lives
of assets as follows:

Office furniture and fixtures 5 years
Office cquipment 3 -5 years
Vehicles 5 years

Whenever there is any indicator showing a permanent decrease in the amount of
equipment; such as an evidence of obsolescence or physical damage of an asset,
significant changes in the manner in which an asset is used or is expected to be used,
the Company shall recognize loss on decrease in value of equipment in statement
of income where the carrying amount of assct is higher than the recoverable
amount. The recoverable amount of asset is the higher of its fair value less costs to
sell and 1ts value in use,

Intangible asset

Intangible asset represents the acquired computer software which 1s capitalized as
intangible asset on the basis of the cost incurred to acquire and bring to use the
specific software. Amortization is calculated on the straight-line basis over their
estimated useful lives 2 - 5 years.

Cost associated with maintaining computer software programs is recognized as an
expense as incurred.

Expenditure which enhances or extends the performance of computer software
programs beyond their original specifications is recognized as a capital improvement
and added to the original cost of the software.

Provisions

Provisions are recognized when it is probable that outflow of resources will be
required to settle the obligation; and the amount has been reliably estimated.

Revenue and expense recognition

Revenue from interest-finance leases and installment loans is recognized on an
accrual basis which is calculated by using the effective interest ratc method.

Commission expense is recognized as expense as described in Note 3.2 and presents
by deducting the revenue from interest.

Processing fee and service income are recognized when services are rendered.
Penalty fce (late payment charge) is recognized upon receipt.

Other income and expenses are recognized on an accrual basis.
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Lease - where the Company is the lessor

Lease transferring a significant portion of the risks and rewards of ownership to the
lessee is classified as finance lease.

When assets are leased out under a finance lease, the net investment value in the
lease is recognized as a receivable. The difference between the gross receivable and

the net investment value of the receivable is recognized as unearned interest income.

Lease income is recognized as described in Note 3.7.
Leases - where the Company is the lessee - operating lease

Leases not transferring a significant portion of the risks and rewards of ownership
to the lessec are classified as operating leases. Payments made under operating
leases are charged to the statement of income on a straight-line basis over the period

of the lease.

Foreign currency transactions

Foreign currency transactions are translated into LAK using the exchange rates
prevailing at the date of the transaction.

At the end of each reporting period, foreign currency monetary assets and liabilities
are retranslated by using the exchange rate at the closing rate. Non-monetary assets
and liabilities denominated in a foreign currency are carried at cost using the
exchange rate at the date of transaction.

Gains and losses resulting from the settlement of foreign currency transactions and
from the retranslation of monetary assets and Jiabilities denominated in foreign
currencies are recognized in the statement of income.

Income tax expense

Income tax expense is recorded based on tax paid and accrued for the year.

Basic earnings per share

Basic earnings per share are calculated by dividing net profit for the year by weighted
average of ordinary shares issued and paid-up during the year.

Use of management’s judgements

The preparation of financial statements of the Company in conformity with the
Company’s accounting policies requires the Company’s management to exercise
judgments in order to determine the accounting policies, estimates and assumptions
that affect the reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expense during the reporting period. Although these
estimates are based on management’s reasonable consideration of current events,

actual results may differ from these estimates.



4. SUPPLEMENTARY DISCLOSURES OF CASH FLOW INFORMATION

41  Cash and cash equivalents as at December 31, consist of the following:

2017
LAK

Cash on hand 207.457,332

Cash at banks

2016
LAK

178,189,826
734,057,683

(3_09818‘3
3,555,517

__913,147,509_

4.2 Non-cash items from initial direct cost of finance lease receivables and installment

loan receivables for the years ended December 31, are as follows:

2017
LAK

1.498.267,724
2.305,945,000

Initial direct cost brought forward
Add Increase during the years
Less Amortization of deferred

COMIMISSION eXpense (1,933,404,188)
[nitial direct cost carried forward ;Q ﬁ 536

5. FINANCE LEASE AND INSTALLMENT LOAN RECEIVABLES

2016
LAK

013,814,564
2.146,970,000

i

_( c 516.840)
8,267,724

=,
N

H«u\

Finance lease and installment loan receivables as at December 31, consist o

»f the following:

December 31,2017 -

‘Within one year

Finance lease receivables
Finance lease receivables

Less Unearned interest income
Add TInitial direct cost

Less Allowance for doubtful debts
Total finance lease receivables

Installment loan receivables
Installment loan receivables
Less Unearned interest income
Add Tnitial direct cost

Less Allowance for doubtful debts
Total installment loan receivables
Total

L 1’\K

18,545,931,720
(4,228,107.964)
250,943,127

Over 1 year Total
to 5 years
LAK LAK

3,713.377.000
(601,241,732
84,066,336

(4,539,_349 696)
335,009,463

14,568.766.883
(1,673,279.856)

T 3.196,201,604

T17.764,968.487
(1,804,774,236)

(131.494,380)

~12,895.487,027

27.079,666,653
(8.429,783,974)
_909,549.404
19.559.432,083

(292.509.495)
19,266,922,588

~3.064,707,224

715.960,194.251

14.840,921,000  41.920,587,653
(3,454.937.352) (11,884,721,326)
626,249,671 1535 799,075

31.571.665.402
_ (469,296427)

712,012,233, 319

32,162,409.615




Finance lease receivables
Finance lease reccivables

Less Uneamed interest income
Add Initial direct cost

Less Allowance for doubtful debts
Total finance lease receivables

Installment loan receivables
Installment loan receivables
Less Uneamned interest income
Add Initial direct cost

Less Allowance for doubtful debts
Total installment loan receivables
Total

December 31, 2016

Within one year

LAK

38,547,156,342
(11,215,537,280)

Over 1 year
to 5 years
LAK

17.550,138,250
(3.870,844.019)

Total

56,097.294.592
(15,086,381,299)

596,883,276 452,324,540  1.049.207.816
737928502338 14,131,618,771  42,060,121,109
(1.625312360)  (344.078215) _ (1,969.390.575)
26,303,189.978  13.787,540,556 _40,090,730,534

8,443,903,781
(2,889.082,123)
265,463,958

5.342.428,000
(1,336 207.,449)
183,593,950

13,786,331.781
(4,125,289,572)
449,059,908

T 5.820,287.616
(56.251.500)

4.289.814,501
(44,541,771)

10,110,102,117
(100,793,271)

5,764,036.116

4245,272.730

2
32,067.226.094

18.032,813,286

10.009.308,846

©50,100,039,380

The outstanding balances of finance lease receivables and installment loan receivables as
at December 31. aged by the number of months are summarised as follows:

Not past due

Past due 1 - 3 periods

Past due 4 - 5 periods

Past due 6 - 12 periods

Past due over 12 periods
Total

Allowance for doubtful debts

2017

2016

Finance lease

and installment loan

receivables
net of unearned
interest income
LAK

36,196,559,667
9.239,945.266
394,673,289
493,814,390
1,141,107.249

47,466,099.861

Finance lease
and installment loan

receivables

net of unearned
interest income

LAK

37,773,514,037
11.026.005.872

548,116,908
550,138,880
774,179,805

50,671,955,502

2,274.070,663

2.070,183.846

For the years ended December 31, 2017 and 2016, bad debt expense recognized in the statement

of income is LAK 351.17 million and LAK 116.40 million, respectively.
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6. ASSET HELD FOR SALE

Asset held for sale as at December 31, consist of the following:

2017 2016

LAK LAK
Asset held for sale - motorcycles 138.061,216 397,645.553
Less Allowance for diminution in value of assets (14,960.,000) (31,050,000)

123,101,216 _ 366,595,553

s OTHER CURRENT ASSETS

Other current assets as at December 31, consist of the following:

2017 2016

LAK LAK
Other receivables - related parties (see Note 20) 4,705,000 3.330,065,393
Other receivables - other parties - 7,500,000
Prepaid expenses 119,608.242 100,756,100
Advance payments 5,134,520 4,574,520
88,845,353 3,030,240

Others

218,203,115 3,445.926253

8. CASH DEPOSIT AT BANK OF THE LAO PDR

As at December 31, 2017 and 2016, the Company has restricted cash deposit as mandatory
reserves with Bank of the Lao PDR (the “BOL”) amounting to LAK 1,388 million which it
is at 5% of total registered share capital of LAK 27.760 million. Such cash cannot be used
for day-to-day operation. It can only be refunded if the Company permanently closes its

business.

9, 1.EASEHOLD IMPROVEMENT AND EQUIPMENT

Leasehold improvement and equipment as at December 31, consist of the following:

As at December 31, 2017

Balance as at Additions Disposals Balance as at
January 1, 2017 December 31, 2017
LAK LAK LAK LAK
Cost:
Office furniture and fixtures 263,894 900 644 176,727 2 908.071,627
Office equipment 402,766,292 84,250,743 - 487,017,035
Vehicles 800,460,295 431,929,530 - 1232389.825
Total 1467121487 1,160357,000 - 2,627,478.487
Accumulated depreciation:
Office fumiture and fixtures (227.934.926) (35.554.830) - (263.489.756)
Office equipment (261,115.941) (64.,021,654) — (325.137.595)
Vehicles (378,382,611) (186,762.261) - (565,144.872)
Total _ (867.433.478) (286,338.745) -  (1,153,772.223)

I.easchold improvement and equipment__599.688_1)09 B 1,473.706.264
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As at December 31, 20106
Balance as at Additions Disposals Balance as at
January 1, December 31,
2016 2016
LAK LAK LAK LAK
Cost:
Office furniture and fixtures 255.860.900 8.034.000 - 263.894.900
Office equipment 344 393.247 58,373,045 - 402.766,292
Vehicles 441.625.175 358,835,120 . - 800460295
Total _1.041.879.322 425.242,165 - 1.467.121 487
Accumulated depreciation:
Office furniture and fixtures (185,327.167) (42.607,759) - (227.934.926)
Office equipment (190,910.995) (70.204.946) - (261.115.941)
Vehicles (235,154.678)  (143.227.933) - _ (378.382.611)
Total (611,392,840) (256.040.638) - _ (867.433.478)

Leasehold improvement and equipment 430,486,482 599,688,009

Depreciation for the years ended December 31,
2017
2016

LAK _ 286338745
LAK  256.040.638

10. INTANGIBLE ASSET
Intangible asset as at December 31, consist of the following:

As at December 31, 2017
Balance as at  Additions  Disposals Balance as at

January 1, December 31,
2017 2017
LAK LAK LAK LAK
Computer software
Cost 30,589,727 2.904.000 - 42,493,727
Less Accumulated amortization _{39,4?4.042_}_ (1,325.685) £ (40.799.,727)
=ll_5ﬂ 1,694.000

As at December 31, 2016
Balance as at  Additions  Disposals Balance as at

January 1, December 31,
2016 2016
LAK LAK LAK LAK
Computer software
Cost 39,589,727 - - 39,589,727
Less Accumulated amortization (32.649.950)  (6,824,092) = (39.474.042)

6,939,777 115685

Amortization for the years ended December 31,
LAK 1,325,685

2017
2016 LAK 6.824.092
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11.

12.
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TRADE AND OTHER PAYABLES

Trade and other payables as at December 31, consist of the following:

2017

2016

LAK LAK
93,135,000
1,075,108,333
753,174,594
2 894 075, 46[)

318,291,000
1.220,810,333
%,Eyw 776

Trade payables - related parties (see Note 20)
Trade payables - other parties

Other tax payable

Accrued expenses 35

SHORT-TERM BORROWING FROM A RELATED PARTY

Short-term borrowing from a related party as at December 31, consist of the following:

Interest rate per Balances as at December 31,

loan agreement 2017
% p.a. THB

2016
LAK THB LAK

37.500.00 9.600.000.000 68,5 500,000 53,755,000,000

10% - 12%

Short-term borrowing

As at December 31, 2017 and 2016, short-term borrowing from a related party (see Note 20)
represent unsecured borrow ing which are repayable at maturity date within 1 year.
LIABILITY UNDER A FINANCE LEASE AGREEMENT

into a financial lease agrecment of vehicle. The minimum lease

The Company entered
lity under the finance lease agreement as at

payments and their present value of liab1
December 31, consist of the following:

Present value of minimum
lease payments

Minimum lease payments

2017 2016 2017 2016
LAK LAK LAK LAK
Within 1 year 50,622,268 - 50,622,268 -
Over 1 year and within 5 years 179,584,082 - 179,584,082 _ -
230,206,350 - 230,206,350 5
ess Deferred interest Aer s - (36,355,902) -
0206350 __ - 103850448 -
2017 2016
31,607,634 -

Liability under a [inance lease agreement, current portion
Liability under a {inance lease agreement, non - current portion 1
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SHARE CAPITAL AND EARNING PER SHARE

On January 6, 2016, the extraordinary shareholders’ meeting passed a resolution to increase
the registered share capital of the Company from LAK 23,360 million to LAK 25,600 million
by issuing 280,000 new ordinary shares at par value LAK 8,000 each. The Company
registered the increase of share capital with the Ministry of Industry and Commerce on
January 28, 2016. On April 20, 2016. the Company had fully received the share capital,

totalling LAK 2.240 million.

On June 1, 2016, the extraordinary chareholders’ meeting passed a resolution to increase
the registered share capital of the Company from LAK 25.600 million to LAK 27,760 million
by issuing 270.000 new ordinary shares at par value LAK 8.000 each. The Company
registered the increase of share capital with the Ministry of Industry and Commerce on
June 15, 2016. On August 25, 2016, the Company had fully received the share capital,

totalling LAK 2,160 million.

On August 10, 2017, the extraordinary shareholders’ meeting approved to change par v alue
of ordinary share from LAK 8.000 per share to LAK 1,000 per share. As a result, as at
December 31, 2017, the number of shares increased from 3,470.000 shares to 27,760,000
shares. In addition, shareholders’ meeting approved an Increase of share capital of the
Company from LAK 27.76 billion to LAK 40.00 billion in order to sell to the public when
the Company is the listed company in Lao securities Exchange (LSX).

Movements in the ordinary shares for the years ended December 31, 2017 and 2016 are as

follows:
Number of Par Ordinary
share Value share!!

(Shares) (LAK) (LAK)
As at January 1, 2016 23,360,000 1,000t 23.360,000.000
Increase of shares in January 2016 2,240,000 1,000" 2.240,000,000
Increase of shares in June 2016 ~2.160.000 1,000t" __2_@@,000_
As at December 31, 2016 _ 27,760,000 1,000 _;"’_ﬁﬂﬁﬂ=
As at December 31, 2017 27,760,000 1,000 =2Q£10=00=

For the years ended December 31, 2017 and 2016, the Company calculated the weighted

average number of ordinary shares as follows:
2017 2016
(Shares) (Shares)

Number of ordinary shares as at January 1, 27,760,000 23,360,000
Weighted average number of ordinary shares

issued and paid-up during the year

- 2,240,000 x 256/366

-2.160,000 x 129/366 I R ] 71

Weighted average number of
ordinary shares for the year ended December 31, 27,760,000 25,688.088

() Number of share has been retrospe ctively adjusted because of change o f par value from
LAK 8,000 to LAK 1,000.
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SHARE CAPITAL AND EARNING PER SHARE (CONTINUE)

Earnings per share of the year ending December 31, 2016 have been retrospectively
adjusted from LAK 1,669 to LAK 209 because of change of par value from LAK 8,000 to

LAK 1,000.

LEGAL RESERVE

Under the Articles 156, 157 and 195 of the Business Enterprisc Law of Lao PDR,
the limited and public companies shall annually put ten percent of the net profit into such
fand. When the reserve fund accumulates half of the registered capital, the limited company
may suspend such reduction. Unless otherwise, provided by the bylaws of the limited
company. The legal reserve fund shall only be used to recover from the losses of'the Company.

As at December 31, 2017 and 2016, the Company has appropriated legal reserve in the amount
of LAK 1,784.38 million and LAK 1,240.51 million, respectively.

DIVIDENDS

On January 29, 2016, the extraordinary shareholders’” meeting passed a resolution to pay
dividends from the profit of the year 2015 to shareholders amounting to LAK 3.953.60
million. Such dividends were paid in January and July 2016.

On May 24, 2016, the extraordinary shareholders’ meeting passed a resolution to pay
the interim dividends from the profit of the year 2016 to shareholders amounting to
LAK 1,327.79 million. Such dividends were paid in July 2016.

On February 24, 2017, the general meeting of shareholders passed a resolution to pay
dividends from the profit of the year 2016 to shareholders amounting to LAK 624.60 million.
Such dividends were paid in September 2017.

OTHER INCOME

Other income for the years ended December 31, are as follows:

2017 2016
LAK LAK
Penalty income 566,912,999 475,847.850

Others 361466261 325,636,230
028,379.260  801.484.080
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ADMINISTRATIVE EXPENSES

Administrative expenses for the years ended December 31. are as follows:

Staff costs

Remuneration to managements

Utility expenses

Marketing expenscs

Net loss on sales of assets held for sale
Professional fee

Depreciation and amortization (see Notes 9 and 10)
Entertainment expenses

Stationery expenses

Others

TAXATION

7,577,628,523

2017
LAK

4,114,040,737

674,286,432
321.274.316

36,659,375
641.049.218
721.860.696
287,664,430
142,809,341
119,836,710
518,147,268

2016
LAK

3,677.214,730
652.963,728
309,421,635
363,199,890
322,087,657
353,969,501
262,864,730
99,201,501
120,493,497
293,610,014

I
7,455.026.883

The taxation system in the Lao PDR is characterized by numerous taxes and subject
to interpretation. Different interpretations exist among numerous taxation authorities.
In addition, taxes are subject to review and investigation by a number of authorities, who
are enabled by law to impose severe fines, penalties and interest charges.

RELATED PARTY TRANSACTIONS

The Company has significant business transactions with its related parties which are key
management personnel, including directors and company associated with these individuals

also constitutes related parties. Such transactions have been dealt with on the terms and
basis determined between the Company and related parties.

The amounts and nature of significant balances and transactions for the years ended

December 31, are summarized as following:

Balances as at December 31, are as follows:

Account name/Company’s name Relationship
Other receivables
Ms. Inthavilay Oudom

Trade payables
JB Honda (1)
JB Honda Nonsavang (1)

Other payables
JB Honda (1)

Shareholder and director

2017
Lx&K

405,000
4,705,000

2016
L:’\K

©3,330,065,393
©3,330,065,393

214,571,000
103,720,000
318,291,000




Account name/Company’s name

Short-term borrowing
Ms. Inthavilay Oudom

Accrued interest expense
Ms. Inthavilay Qudom

- 13 -

Relationship

Shareholder and director

Sharcholder and director

2017 2016
L\K Lr\K
9,600.000,000  15.755.000.000
] 9.600,000,000  15.755,000,000
46,280,256 142,408,180
_ 142,408,180

46280256

Transactions for the years ended December 31, are as follows:

Account name/Company’s name

Sales of asset held for sale
JB Honda

Purchases of leasing assets
JB Honda
JB Honda Nonsavang

Commission expense
JB Honda
JB Honda Nonsavang

Other expenses
JB Honda

Interest expense
Ms. Inthavilay Oudom

Relationship

(1)
(1

(1)
(1)

(1)

Shareholder and director

2016
LAK

12,768,000
12,768.000

6.353,089,000
1.928.879.000
8.281,968.000_

.550,000

7.600,594,000

7.600,594,000

429,350,000

(& %
(]
L)
)
=]
for o
Zhs
h

L
-3
=]
i 2
(¥ .e]
20
N
L)

1,300,006,708

(1) The director of the Company is the sharcholder of this entity.

N ,300,006,708

Managements’ remuneration for the years ended December 31, consist of the following:

Short-term benetits

2017 2016
LAK LAK
674286432 652,963,728
674,286,432 652,963,728
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OPERATING LEASE COMMITMENT

has commitments under long-term lease for office space. The minimum

The Company
at December 31, 2017 and 2016 are

futurc lease payments under lease agrecment as
summarized as follows:

2017 2016
LAK LAK

§5.005,925 71,692,487
503.308.444  507,523.351
468,736,000 :

1057,140.369  579,215.838

Within one year
Over 1 year but not over 3 years
More than 5 years

Under the lease agreement, the lessors required the Company to pay rental for 12 months

in advance on the date of agrcement.

cars ended December 31, 2017 and 2016, rentals applicable to lease agreement which

For the v
and recorded as expense in the statements of income are LAK 182.14 million and

were paid
LAK 172.67 million, respectively.

APPROVAL FOR ISSUE OF FINANCIAL STATEMENTS

These financial statements were approved for issue by the authorized directors of the

Company on April 24, 2018.



Mahathuen Leasing Public Company
House Namber 628, Kaisone Road, Phonphanao Village
Xaysettha District, Vientiane Capital Lao P D R.
Website: www.mahathuen.com.

Tel: 021 418062-6,021 418222.
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