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DIRECTORS’ REPORT

The directors submit to the member their report together with the audited
financial statements of the Group and of the Company for the financial vyear
ended 31st December 2014.
1. DIRECTORS
The directors of the Company in office at the date of this report are:-
Gregory Francis Casagrande

Nancy Tan

2. ARRANGEMENTS TO ENABLE DIRECTORS TO ACQUIRE SHARES AND DEBENTURES

Neither at the end of nor at any time during the financial year was the
Company a party to any arrangement whose object was to enable the directors
of the Company to acquire benefits by means of the acquisition of shares oxr
debentures of the Company or any other body corporate.

3. DIRECTORS’ INTERESTS IN SHARES AND DEBENTURES

According to the register of directors’ shareholdings, none of the
directors who held office had any interests in the shares, share options,
warrants or debentures of the Company, or of related corporations either at
the beginning or at end of the financial year.

However, the Company’s holding company, SPBD Microfinance Holdings

(Delaware) L.L.C., does not issue shares. A director, Gregory Francis
Casagrande, is the sole incorporator and owner.

4. DIRECTORS’ CONTRACTUAL BENEFITS

Except as disclosed in the financial statements, since the end of the
previous financial year, no director of the Company has received or become
entitled to receive a benefit by reason of a contract made by the Company
or a related corporation with the director, or with a firm of which the
director is a member, or with a company in which the director has a
substantial financial interest.
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5. SHARE COPTIONS

There were no options granted during the financial year to subscribe for
unissued shares of the Company. No shares have been issued during the
financial year by virtue of the exercise of option to take up unissued
shares of the Company.

There were no unissued shares of the Company under option at the end of the
financial year.

<7 AL wQu_

//,GREégéY FRANE;S CASAGRANDE NANCY TANS\\X
D

iYector Director

Dated: 22nd December 2015
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STATEMENT BY THE DIRECTORS

In the opinion of the directors,

a. the accompanying financial statements together with the annexed notes set
out on pages 6 to 40 are drawn up so as to give a true and fair view of the
state of affairs of the Group and of the Company as at 31lst December 2014
and of the results of the business, changes in equity of the Group and of
the Company and cash flows of the Group for the financial year ended on
that date; and

b. at the date of this statement, there are reasonable grounds to believe that
the Company will be able to pay its debts as and when they fall due with
the continuing financial support from its holding company.

CRECOBY FRANCTS CASAGRANDE NANCY TAN<
Diregtor Director

Dated: 22nd December 2015
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INDEPENDENT AUDITORS’ REPORT
TO THE SHAREHOLDER OF SPBD MICROFINANCE HOLDINGS (SINGAPORE) PTE. LTD.

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of SPBD Microfinance Holdings
(Singapore) Pte. Ltd. (the “Company”) and its subsidiary companies (collectively, the “Group”) set
out on pages 6 to 40, which comprise the statements of financial position of the Group and the
Company as at 31lst December 2014, the statements of changes in equity and consolidated statements
of comprehensive income of the Group and the Company, and consolidated statement of cash flows of
the Group for the financial year then ended, and a summary of significant accounting policies and
other explanatory information. -

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair
view in accordance with the provisions of the Singapore Companies Act (the “Act”) and Singapore
Financial Reporting Standards, and for devising and maintaining a system of internal accounting
controls sufficient to provide a reasonable assurance that assets are safeguarded against loss
from unauthorised use or disposition; and transactions are properly authorised and that they are
recorded as necessary to permit the preparation of true and fair profit and loss accounts and
statement of financial position and to maintain accountability of assets.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Singapore Standards on Auditing. Those Standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgement, including
the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation of the financial statements that give a true and fair view 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 entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements of the Group and the Company are drawn up in
accordance with the provisions of the Act and Singapore Financial Reporting Standards so as to
give a true and fair view of the state of affairs of the Group and the Company as at 31st December
2014 and the results, changes in equity and cash flows of the Group for the financial year ended
on that date.

Emphasis of Matter

We draw attention to the fact that as at 31lst December 2014, the Group has capital deficiency of
US$691,401. As disclosed in Note 2(a) to the financial statements, the holding company has
indicated that it will continue to provide financial support to the Group. Furthermore in Note
2(i), the founder and principal director is of the view, based on the reasons given, that no
impairment provision is necessary for the cost of investment in two loss-making subsidiaries.
Accordingly, the financial statements have been prepared on a going concern basis. Our opinion is
not qualified in respect of this matter.

Report on Other Legal and Regulatory Requirements

In our opinion, the accounting and other records required by the Act to be kept by the Company
have been properly kept in accordance with the provisions of the Act.

:Lw}\bfv%\/

TAN WEE TIN & CO
Public Accountants and
Chartered Accountants
Singapore

22nd December 2015
§-255/sh

A member firm of IECnet, a global network of independent professional firms of accountants, auditors and tax consultants
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION AS AT 31ST DECEMBER 2014

ASSETS
Non-current assets

Goodwill

Property, plant and
equipment

Investments in subsidiary
companies

Current assets

Loans portfolio

Amounts owing by related
companies

Advance share application
monies

Other receivables, deposits
and prepayments

Other asset

Tax recoverable

Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES

Current liabilities

Members’ savings deposits

Life insurance provision

Other payables and accruals

Amount owing to shareholder

Amounts owing to related
parties

Bank overdrafts

Borrowings

Provision for taxation

Non-current liabilities

Amount owing to a related
party
Borrowings

TOTAL LIABILITIES
Net (liabilities)/assets

EQUITY

Share capital

(Accumulated loss)/
Profit unappropriated

Reserve

Foreign currency
translation adjustment

TOTAL EQUITY

TOTAL EQUITY AND LIABILITIES

Note

19b

10

12

13

14
i9%b

12
14

15

16

The accompanying notes

The Group The Company

2014 2013 2014 2013

Uss$ uUs$ Us$ Uss$
407,438 407,438 - -
369,895 393,816 - -
- - 2,060,421 517,298
777,333 801,254 2,060,421 517,298
6,531,114 5,680,721 - -
- - 984,004 1,904,288
- - - 244,655
274,033 258,282 1,540 1,540
12,432 11,304 - -
22,858 7,919 22,858 7,529
2,652,176 1,864,708 682,731 257,237
9,492,613 7,822,934 1,691,133 2,415,249
10,269,946 8,624,188 3,751,554 2,932,547
1,603,391 1,289,737 - -
11,067 1,634 - -
279,282 228,742 10,800 6,100
30,541 - 30,541 -
137,344 78,532 90,000 -
961,808 1,283,031 - -
3,627,267 1,177,937 384,463 32,688
122,410 113,991 - (10)
6,773,111 4,173,604 515,804 38,778
60,000 150,000 60,000 150,000
4,128,236 4,785,667 1,671,011 1,730,276
4,188,236 4,935,667 1,731,011 1,880,276
10,961,347 9,109,271 2,246,815 1,919,054
(691,401) {(485,083) 1,504,739 1,013,493
1,429,998 976,698 1,429,998 976,698
(1,767,729) (1,141,299) 74,741 36,795
(313,505) (313,505) - -
(40,165) (6,977) - -
(691,401) (485,083) 1,504,739 1,013,493
10,269,946 8,624,188 3,751,554 2,932,547

form an integral part of the financial statements.



-sajuswenels TeETIOUBRUTI oyi Fo 3Ied TeabsjuT ue wWIOF SO30U

(€80°68%) (LL6'9) (sos’e1e) (662" T¥1’'T) 869'9L6
L6€’92 L6€’'92 - - -
000’002 - - - 000’002
(€0E’0SL) - - (coc’0GL) -
£Z8'8¢€ (yLE'€E) (S0G'€1€) (966 ' 06€) 869'9LL
(TOV’169) (s91'0%) (S0G‘€T€E) (62L"L9L’T) 866°'6ZV'T
(881’ €EE) (881’ €€) - - -
(1vs’0€) - - (TvS’'0€) -
00E’' €SV - - - 00E'ESY
(688°G69) - - (688°66G) -
(£80'58%) (LL6"9) (505G '€TE) (662" 1VT’'T) 869'9L6
$sn $sn $sn $sn $sn
Te30L Jususnipe saIosoy pe3etadoaddeun Teatdeo
uoTj3jRIsSURI] 3T3I0aa axeys
Aousaano / (ssoT
ubtexol Pe3BeTNUNOOY)

putAuedwooor BYJ

€10z Ioqueosq 3STE 38 Se adueled
quomsnipe uoTjelsueil KAousxano ubraxog
segeys AIeurpIo JO SOUBNSS]I
osuadxo @aTsusyszdmoD TEIOL

€10z Axenuep 3ST 3B Se soueled

pI0g Ioqueoeg ISTE 3B S' odueyed
quswysnipe uoTjelsuerl KousziIno ubrsaog

oxeys Axeutpao zod {E€T°€ -
puopTAaTp (I9T3-1) 3dwmoxs xel wixejul

soxeys oouszogsad JO sduenssy
osuadxs satTsusysaazdwmoo Te30L

vToZ Aaenuep 3s] je se soueted

dnoxs ouyp

Y102 ¥YHEWEDAd LSTE QIANE JYYIX TYIDNYNIA HHL ¥04

ALINOE NI SEONVHD 40 SINIWALVILS AILVAITOSNOD

SHINVAROD A¥VIAISENS SII ANV
(31880520102 "©ON uorzeaisthboy)

‘AL CELd (HO4AVYONIS) SONIQTIOH IONUYNIJOYDIW a"dds



‘squULsWe}l R3S TEBTOUBUIIF 9Yyjy JO qaxed Texbejutr ue wxoz sejou BurtAuedwooor SYL

€67 €10’ T - G6L'9€E 869°9L6 €10z Iequeosq 3STE 3 Sse eoueTed
000’002 - - 000’002 sereys AIrUuIpIo JO SOUEBASSI
(969'1) (969° 1) - - qusmysnfpe uorjeTsuexl Aousiano ubrexod
gee’eCT - cee’'621 - suoouT saTsusyoadwod TEIOL
96874689 969°'1 (8£5’26) 8697'9LL €10z Azenuer 3ST 3B Se SOueRTed
6EL'T0G'T - vL'vL 866°'627'1 vI0z Iequeded 3SIE 3B Sk ddueTeq
00E£’€ESY - - 00E‘ESY soIeys oousrsgaad jo souenss]
(Tvs’og) - (tvs’og) - oxeys Axeutrpao Iod $ET°E -
puepPTATP (I9T3-1) 3Jdwexe xe3} WIIS3ul
L8v'89 L8V '89 - swoouTt saTsusyszduwod B3O
E6V'ET0'T - g6L’'9¢ 869'9L6 yI0gz Azenuer 3ST 3e Se sdueied
$sn $sn $sn $sn
Te3og Jusugsnipe pejetaxdoaddeun 183 tdeo Xuedwo) eyg
uoT3ETSUBRIY 3TFOoxd axeys
Aouszano / (ssoT
ubtaxod pe3eTnunooy)

Y102 JYAGWNEADHd ISTE CIANT YVHX TYIDONYNIA HHI 904

XLIN0T NI SIONVHD J0 SINIWILVIS JILVAITOSNOD

SAINVAWOD XdVIAIsdNs SII ANV
(318805Z0T0Z '©N uotieaisthey)
AT did (TJO0dVONIS) SONIQIOH IONVNIAOYOIW Q€ds




SPBD MICROFINANCE HOLDINGS (SINGAPORE) PTE. LID.

(Registration No.
AND ITS SUBSIDIARY COMPANIES

201025088K)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE FINANCIAL YEAR ENDED 31ST DECEMBER 2014

Note

Revenue

Direct expenses

Gross profit

Other operating income 17

Administrative
expenses

Other operating
expenses 18

Operating (loss)/
profit

Finance costs

(Loss) /Profit before
taxation 18

Taxation 19a
- current year

(Loss) /Profit after
taxation

Other comprehensive
income

Total comprehensive
(expense) /income

The Group The Company

2014 2013 2014 2013

Us$ Us$ uUss$ Us$
3,570,729 3,166,447 452,458 412,014
(379,318) (322,058) - -
3,191,411 2,844,389 452,458 412,014
119,852 47,708 40,167 45,305
(204,406) (193,036) (35,236) (47,967)
(3,256,593) (3,163,374) (276,615) (212,838)
(149,736) (464 ,313) 180,774 196,514
(310,682) (184,878) (115,016) (67,181)
(460,418) (649,191) 65,758 129,333
(135,471) (101,112) 2,729 -
(595,889) (750,303) 68,487 129,333
(595,889) (750,303) 68,487 129,333

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



SPBD MICROFINANCE HOLDINGS (SINGAPORE) PTE. LTD.

(Registration No. 201025088K)
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31ST DECEMBER 2014

Cash flows from operating activities

lLoss before taxation
Adjustments for:-

Depreciation of property, plant and equipment

Loan loss provision

Loss/ (Gain) on disposal of property, plant and
equipment

Operating cash outflows before working capital
changes

Changes in operating assets and liabilities

Loans portfolio

Other receivables, deposits and prepayment
Other asset

Members’ savings deposits

Amounts owing to related parties

Other payables and accruals

Net cash used in operations
Income tax paid

Net cash outflows from operating activities

Cash flows from investing activities

Proceeds from disposal of property, plant and
equipment
Purchase of property, plant and equipment

Net cash outflows from investing activities

Cash flows from financing activities

Issuance of ordinary shares
Issuance of preference shares
Amount owing to shareholder
Borrowings

Bank overdrafts

Dividend payable

Net cash inflows from financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Currency realignment

Cash and cash equivalents at end of the year
(Note 9)

The accompanying notes form an integral part of

10

2014 2013
Uss$ Us$
(460,418) (649,191)
128,919 116,187

54,138 53,627
620 (12,315)
(276,741) (491,692)
(904,531) (207,834)
(15,751) (42,297)
(1,128) (8,931)
313,654 434,575
(31,188) 186,594
50,540 48,113
(865,145) (781,472)
(119,624) (188,960)
(984,769) (970,432)
4,473 34,374
(116,063) (267,716)
(111,590) (233,342)
- 200,000
453,300 -
30,541 -
1,791,899 1,125,082
(321,222) (93,611)
(30,541) -
1,923,977 1,231,471
827,618 27,697
1,864,708 1,812,876
(40,150) 24,135
2,652,176 1,864,708
the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS - 31ST DECEMBER 2014

GENERAL INFORMATION

a)

b)

The Company is a private limited liability company incorporated and
domiciled in Singapore. The address of the Company's registered office
is:—

1 Goldhill Plaza
#03-39 Podium Block
Singapore 308899

The principal activities of the Group are the provision of financial
assistance to economically disadvantaged people.

The Company’s principal activities are those of investment holding.

SIGNIFICANT ACCOUNTING POLICIES

a)

Basis of preparation

The financial statements are prepared in accordance with Singapore
Financial Reporting Standards (“FRS”).

The financial statements have been prepared on the historical cost
basis except otherwise disclosed below.

Despite of the Group having a capital deficiency, its financial
statements have been prepared on the basis that of a going concern
with the continuing financial support from its holding company.

The financial statements are presented in United States dollar (Uss),
the functional currency, and all values are rounded to the nearest
dollar.

The preparation of financial statements in conformity with FRS
requires management to exercise its judgement in the process of
applying the Company’s and the Group’s accounting policies. It also
requires the use of accounting estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during
the financial year. Although these estimates are based on managenment’s
best knowledge of current events and actions, actual results may
ultimately differ from those estimates.

Interpretations and amendments to published standards effective in 2014

On 1lst December 2014, the Company and the Group adopted the new or
amended FRS and Interpretations to FRS (“INT FRS”) that are mandatory
for application from that date. Changes to the Company and the Group’s
accounting policies have been made as required, in accordance with the
relevant transitional provisions in the respective FRS and INT FRS.

The adoption of these new or amended FRS and INT FRS did not result in
substantial changes to the Company and the Group’s accounting policies
and had no material effect on the amounts reported for the current

financial year.



12
SPBD MICROFINANCE HOLDINGS (SINGAPORE) PTE. LTD.
(Registration No. 201025088K)
AND ITS SUBSIDIARY COMPANIES

2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

b)

Revenue recognition

Revenue, which can be reliably measured, is recognised to the extent
that the economic benefits will flow to the Company. The following
recognition criteria is used before revenue is recognised: -

i)

ii)

iii)

iv)

v)

vi)

’

Management income

Revenue from management is recognised when services are
rendered.

Interest income from loans receivable

Interest income from loan portfolio is recognised using a cash-
based method where they are recognised at the time they are
received. Hence, if the loan (with the interest) is paid before
it is due, then the interest income is recognised at the time of
collection, whereas if the loan (with the interest) is in
arrears then no interest income is recognised.

Development fees

The Company charges a fee of 2% of principal loan amount which
is used to cover the cost of training members, loan evaluation
and monitoring. This fee is deducted from the loan proceeds, and
is recognised in the year received.

Loan insurance fee

The Company charges and withholds 1% to 2% as an insurance on
the principal loan amount plus interest issued to the borrowing
members as security in case of death of the borrowing member
before full payment of their loans (applies to Group loans
only) . The loan insurance fee is treated as income as it is not
refundable to the borrowing member upon payment of the loan and
is recognised in the year in which it is received.

Life insurance fee

The Company offers a Life Micro-insurance Product to help the
families of the Group’s members to reduce the burden of
bereavement and funeral expenses when a borrowing member dies by
charging a loan fee during disbursement of the principal loan
amount.

66% of the life insurance fee collected is treated as income and
the balance 34% is treated as a life insurance provision which
is utilised to help reduce the burden of bereavement and funeral
expenses of family members when a borrowing member dies.

Restructure fee

The restructured loan fees were from mnembers who had great
difficulty in paying off their loans for various reasons but
these members have expressed their intent of paying off their
loans based on agreed terms. Restructure fee is determined by
small claims tribunal referees. The restructuring of these loans
is approved by the Group’s principal director.
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2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

b)

c)

Revenue recognition (cont’d)

vii) Savings withdrawal fee

A fee is charged by the Group to its members when they make
withdrawals from their savings accounts and is recognised in the
year received.

viii) Grant income

Grant income is recognised when there is:-
i) Entitlememt to the grant;
ii) Virtual certainty that it will be received; and

iii) Sufficient measurability of the amount.

Consolidation

The consolidated financial statements comprise the separate financial
statements of the Company and its subsidiary companies as at the end
of the reporting period. Consistent accounting policies are applied
for like transactions and events in similar circumstances. A list of
the Group’s subsidiary companies is shown in note 5 to the financial
statements.

All intra-group balances, transactions, income and expenses and profit
and losses resulting from intra-group transactions are eliminated in
full.

Subsidiary companies are fully consolidated from the date of
acquisition, being the date on which the Group obtains control, and
continue to be consolidated until the date that such control ceases.

Acquisitions of the subsidiary companies are accounted for using the
purchase method. The cost of an acquisition is measured as the fair
value of the assets given, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs directly
attributable to the acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the
acquisition date, irrespective of the extent of any non-controlling
interests.

Any excess of the cost of the business combination over the Group’s
interest in the net fair value of the identifiable assets, liabilities
and contingent liabilities represents goodwill.

Any excess of the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities over the
cost of business combination is recognised in the statement of
comprehensive income on the date of acquisition.

Non-controlling interests represent the portion of profit or loss and
net assets in the subsidiary companies not held by the Group. They are
presented in the consolidated statements of financial position within
equity, separately from the parent shareholders’ equity, and are
separately disclosed in the consolidated statements of comprehensive
income.
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2. SIGNIFICANT ACCOUNTING POLICIES (contfd)

c)

d)

Consolidation (cont’d)

Business combinations under common control are accounted for in the
consolidated accounts prospectively from the date the Group obtains
the ownership interest. Assets and liabilities are recognised upon
consolidation at their carrying amount in the consolidated financial
statements. Any difference between the fair value of the consideration
paid and the amounts at which the assets and liabilities are recorded
is recognised directly in equity.

Goodwill

Goodwill acquired in a business combination is initially measured at
cost being the excess of the cost of the business combination over the
Group’s interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities. Following initial recognition,
goodwill is measured at cost less any accunulated impairment losses.
Goodwill is reviewed for impairment, annually or more frequently if
events or changes in circumstances indicate that the carrying value
may be impaired.

For the purpose of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each of the
Group’s cash-generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group are
assigned to those units or groups of units. Each unit or group of
units to which the goodwill is so allocated:-

- Represents the lowest level within the Group at which the
goodwill is monitored for internal management purposes; and

- Is not larger than a segment based on either the Group’s primary
or the Group’s secondary reporting format.

When determining goodwill, assets and liabilities of the acquired
interest are translated using the exchange rate at the date of
acquisition if the financial statements of the acquired interest are
not denominated in USD.

A cash-generating unit (or group of cash-generating units) to which
goodwill has been allocated are tested for impairment annually and
whenever there is an indication that the unit may be impaired by
comparing the carrying amount of the unit, including the goodwill,
with the recoverable amount of the unit. Where the recoverable amount
of the cash-generating unit (or group of cash-generating units) is
less than the carrying amount, an impairment loss is recognised.

Where goodwill forms part of a cash-generating unit (or group of cash-
generating units) and part of the operation within that unit is
disposed of, the goodwill associated with the operation disposed of is
included in the carrying amount of the operation when determining the
gain or loss on disposal of the operation. Goodwill disposed off in
this circumstance is measured based on the relative values of the
operation disposed off and the portion of the cash-generating unit
retained.
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SIGNIFICANT ACCOUNTING POLICIES (cont’d)

e)

£)

Property, plant and equipment

i) Measurement

All property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses. The cost of
property, plant and equipment include all direct attributable
costs of bringing the asset to its working condition and location.

ii) Depreciation

Depreciation is computed on a straight-line basis over the
expected useful lives of the assets concerned as follows:-

Useful lives

to 20 years
to 8 years
to 8 years
to 5 years
to 5 years
to 4 years

Leasehold improvements

Furniture and fixtures

Office equipment

Computer equipment and peripherals
Motor vehicles

Software and electronics system

WNNNDNDDND

The useful 1lives of property, plant and equipment and their
respective residual wvalues at the end of each reporting period
are reviewed and, where appropriate, adjusted. The adjustments,
if any, are taken to the statement of comprehensive income.

iii) Subsequent expenditure

Subsequent expenditure relating to property, plant and equipment
that has already been recognised is added to the carrying amount
of the asset when it is probable that future economic benefits,
in excess of the standard of performance of the asset before the
expenditure was made, will flow to the Group and the cost can be
reliably measured. Other subsequent expenditure is recognised as
an expense during the financial year in which it is incurred.

iv) Disposal

On disposal of an item of property, plant and equipment, the
difference between the net disposal proceeds and its carrying
amount is taken to the statement of comprehensive income.

Provisions

Provisions are recognised when the Group has a present obligation
(legal or constructive) where as a result of a past event, it is
probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable estimate can be
made of the amount of the obligation. Provisions are reviewed at the
end of each reporting period and adjusted to reflect the current best
estimate. Where the Company expects a provision to be reimbursed, the
reimbursement is recognised as a separate asset when the reimbursement
is a certainty.
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2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

£)

g)

h)

Provisions (cont’d)

If the effect of the time value of money is material, provisions
determined by discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time value of
money and, where applicable, the risks specific to the liability.
Where discounting is used, the increase in the provision due to the
passage of time is recognised as an interest expense.

Loans portfolio

Loans, net of loan loss allowance and loan insurance loss provision,
include direct financial assistance provided to economically
disadvantaged people particularly women who cannot easily access
savings and loan products from traditional banks.

They are carried at recoverable amount represented by the gross value
of the outstanding balance adjusted for loan loss allowance and loan

insurance loss provision.

Loan loss allowance

The Group conducts loan loss provisioning every quarter to maintain an
adequate allowance for doubtful loans. The allowance is determined by
applying predicted loss percentages to aged loans grouped by lateness
of payment. A loan becomes late as a weekly scheduled payment is
missed. The Group applies the following conservative predicted loss
ratios.

Allowance ratios for group loans

Loan aging Loan loss allowance
1 week to 4 weeks late 5%

5 weeks to 8 weeks late 10%

9 weeks to 12 weeks late 25%

13 weeks to 16 weeks late 50%

17 weeks to 20 weeks late 75%

21 weeks or more 100%

Impairment of assets

Property, plant and equipment are reviewed for impairment whenever
there is any indication that these assets may be impaired. If any such
indication exists, the recoverable amount (i.e. the higher of the fair
value less cost to sell and value in use) of the asset is estimated to
determine the amount of impairment loss.

For the purpose of impairment testing, recoverable amount 1is
determined on an individual asset basis unless the asset does not
generate cash flows that are largely independent of those from other
assets. If this is the case, the recoverable amount is determined for
the cash-generating unit (CGU) to which the asset belongs.

If the recoverable amount of the asset (or CGU) is estimated to be
less than its carrying amount, the carrying amount of the asset (or
CQU) is reduced to its recoverable amount. The impairment loss is
recognised in the statement of comprehensive income.
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SIGNIFICANT ACCOUNTING POLICIES (cont’d)

h)

i)

3)

k)

L

Impairment of assets (cont’d)

An impairment loss for an asset is reversed if, and only if, there has
been a change in the estimates used to determine the assets’
recoverable amount since the last impairment loss was recognised. The
carrying amount of an asset is increased to its revised recoverable
amount, provided that this amount does not exceed the carrying amount
that would have been determined (net of accumulated depreciation) had
no impairment loss been recognised for the asset in prior years. A
reversal of impairment loss for an asset is recognised in the
statement of comprehensive income.

Interest in subsidiary companies

Shares in subsidiary companies held on a long-term basis are stated at
cost. As at 31st December 2014, two subsidiaries have accumulated
losses of US$3,454,937 whereas the remaining two have an aggregated
profit unappropriated of US$1,111,588,

The subsidiaries’ financials are accounted for in the consolidated
financial statements of the Group and no impairment provision is made
at the Company level for the principal director and founder is of the
view that the initial start-up losses of the two subsidiaries are more
than offset by the aggregate appreciating values of the remaining
matured subsidiaries whose appreciated value over their carrying book
values are not recognised in the financial statements. Moreover the
said losses incurred were planned and contemplated and the
subsidiaries are anticipated to achieve full profitability within the
succeeding two years.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, cash in bank and
short-term deposits.

Operating leases

Rental payable under operating leases are charged to the statement of
comprehensive income on a straight-line basis over the relevant lease
terms.

Foreign currencies translations

Monetary assets and liabilities maintained in foreign currencies are
translated into United States dollars at the approximate rates of
exchange ruling prevailing at the end of the reporting period.
Transactions during the financial period have been converted at the
rates prevailing at the transaction dates. All exchange differences
are dealt with in the statement of comprehensive income.
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SIGNIFICANT ACCOUNTING POLICIES (cont’d)

m)

n)

o)

Related party

A related party is a person or entity that is related to the Group and
the Company in the following respects:-

a) A person or a close member of that person’s family is related to
the Group if that person:-
i) has control or joint control over the Company or;
ii) has significant influence over the Company or;
iii) is a member of the key management personnel of the Company
or of a parent of the Company.

b) An entity is related to the Group and the Company if any of the
following conditions applies:-

i) the entity and the Company are members of the same Group
(which means each parent, subsidiary and fellow subsidiary
is related to the others);

ii) one entity is an associate or Jjoint venture of the Company
(or an associate or joint venture of a member of a Group of
which the other entity is a member);

iii) both other entity and the Company are joint ventures of the
same third party;

iv) one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

v) the entity is a post-employment benefit plan for the benefit
of employees of either the Company or an entity related to
the Company. If the Company is itself such a plan, the
sponsoring employers are also related to the Group;

vi) the entity is controlled or jointly controlled by a person
identified in (a);

vii) a person identified in (a) (i) has significant influence over
the entity or is a member of the key management personnel of
the entity (or of a parent of the entity).

Deferred taxation

Income tax is determined on the basis of tax effect accounting, using
the 1liability method, and it is applied to all significant timing
differences. A deferred tax asset is taken up only where there is a
reasonable expectation of realisation.

Critical accounting estimates, assumptions and judgements

Estimates, assumptions and Jjudgements are continually evaluated and
are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under
the circumstances.
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SIGNIFICANT ACCOUNTING POLICIES (cont’d)

o)

Critical accounting estimates, assumptions and judgements (cont’d)

i)

Critical accounting estimates and assumptions

a)

b)

c)

d)

Estimated impairment of non-financial assets

Goodwill is tested for impairment annually and whenever
there is indication that the goodwill may be impaired.
Property, plant and equipment and investments in
subsidiaries are tested for impairment whenever there is any
objective evidence or indication that these assets may be
impaired.

The recoverable amounts of these assets and where
applicable, cash-generating wunits, have been determined
based on value-in-use calculations. These c¢alculations
require the use of estimates (Note 2h).

Uncertain tax positions

The Group is subject to income taxes in numerous
jurisdictions. In determining the income tax liabilities,
management is required to estimate the amount of capital
allowances and the deductibility of certain expenses
(“uncertain tax positions”) at each tax Jjurisdiction.

Impairment of loans and receivables

Management reviews its loans and receivables for objective
evidence of impairment at least quarterly. Significant
financial difficulties of the debtor, and default or
significant delay in payments are considered objective
evidence that a receivable is impaired. In determining this,
management makes judgement as to whether there is observable
data indicating that there has been a significant change in
the payment ability of the debtor, or whether there have
been significant changes with adverse effect in the
technological, market, economic or legal environment in
which the debtor operates in.

Where there is objective evidence of impairment, management
makes judgements as to whether an impairment loss should be
recorded as an expense. In determining this, management uses
estimates based on historical loss experience for assets
with similar credit risk characteristics. The methodology
and assumptions used for estimating both the amount and
timing of future cash flows are reviewed regularly to reduce
any differences between the estimated loss and actual loss
experience.

Allowance for loan loss

The Group makes allowance for doubtful receivables on an
assessment of the recoverability of receivables. Allowances
are applied to receivables where events or changes in
circumstances indicate that the carrying amounts may not be
recoverable.
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SIGNIFICANT ACCOUNTING POLICIES (cont’d)

o) Critical accounting estimates, assumptions and judgements (cont’d)

i)

ii)

GOODWILL,

Critical accounting estimates and assumptions (cont’d)

d)

e)

Allowance for loan loss (cont’d)

The Group specifically analyses historical bad debts,
customer concentration, customer creditworthiness, current
economic trends and changes in customer payment terms when
making a judgement to evaluate the adequacy of the allowance
for doubtful debts. Where the expectations differ from the
original estimates, the differences will impact the carrying
value of receivables.

Depreciation of property, plant and equipment

The cost of property, plant and equipment is depreciated on
a straight-line basis over the assets’ useful lives. The
estimated useful lives applied by the Group as disclosed in
Note 2(e) to the financial statements reflects the Group’s
estimate of the period that the Group expects to derive
future economic benefits from the use of the Group’'s

property, plant and equipment. These are common life
expectancies applied in the various business segments of the
Group. Changes in the expected level of usage and

technological developments could impact the economic useful
lives and the residual values of these assets; therefore
future depreciation charges could be revised.

Critical judgements made in applying accounting policies

With the exception of those dividend there are no critical

judgments made by the Group in the process of applying the

Group’s accounting policies that have a significant effect on the
amounts recognised in the financial statements.

at cost

The goodwill is made up as follows:-

The Group only

2014 2013
Us$ uUss$
Purchased goodwill 407,438 407,438

Purchased goodwill arose from the excess of purchase price paid by a
subsidiary in acquiring a business since its formation on 18th January
2000, representing the reputation established with clients, lenders, the
government of Samoa and all other stakeholders.
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INVESTMENTS IN SUBSIDIARY COMPANIES

The investments in subsidiary companies are made up as follows:-

The Company only

2014 2013
Uss Us$
Unquoted shares, at cost 2,091,148 517,298
Details of the subsidiary companies are as follows:-
Name of companies % of equity
{(Country of held by
incorporation/ Principal the Cost of
Place of business) activities Company investment
2014 2013 2014 2013
% % Us$ Us$
South Pacific Provision of 100 100 188,904 188,904
Business financial services,
Development training, on-going
Microfinance Ltd. guidance and
(“SPBD Tonga”) (a) motivation to
(The Kingdom of economically
Tonga) disadvantaged
people
SPBD Microfinance Provision of 100 100 262,752 40,000
(Samoa) Ltd. financial services,
(“SPBD Samoa’”) (b) training, on-going
(Independent State guidance and
of Samoa) motivation to
economically
disadvantaged
people
South Pacific Provision of 100 100 1,463,318 142,947
Business financial services,
Development training, on-going
Microfinance (Fiji) guidance and
(Ltd) motivation to
(“SPBD Fiji”) (e) economically
(Republic of Fiji) disadvantaged
people
South Pacific Provision of 100 100 145,447 145,447
Business financial services,
Development training, on-going
Microfinance guidance and
(Solomon Islands) motivation to
Limited economically
(“SPBD Solomon”) (d) disadvantaged
(Solomon Islands) pecple
2,060,421 517,298

All the subsidiaries are audited by overseas independent firms of auditors.

(a) Audited by JK Chartered Accountants
(b) Audited by Betham & Co, Certified Public Accountants
(c) Audited by BDO Chartered Accountants

(d) Audited by Morris & Sojnocki, Chartered Accountants
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LOANS PORTFOLIO

Balance at beginning of the year
Loans disbursement during the year
Loans repaid during the year

Less:

Write-offs against loan insurance loss

24

The Group only

2014
Us$

5,680,720
12,382,715
(11,290,335)

2013
uUs$

4,826,513
11,127,814
(10,072,135)

allowance (15,485) (7,086)
Write-offs against loan loss allowance (12,737) (34,604)
Gross loans portfolio 6,744,878 5,840,502
Less: Loan insurance loss allowance (928) (969)
Loan loss allowance (71,146) (65,732)
Currency translation adjustment (141,690) (93,080)
6,531,114 5,680,721
(a) Loan insurance loss allowance
Balance at beginning of the year 969 1,028
Translation adjustment (41) (59)
Provision for the year 15,485 7,085
Loans written off (15,485) (7,085)
Balance at end of the year 928 969
(b) Loan loss allowance
Balance at beginning of the year 65,732 76,812
Provision for the year 22,065 27,898
Loans written off (12,737) (34,604)
Currency translation adjustments (3,914) (4,374)
Balance at end of the year 71,146 65,732
Loans portfolioc is denominated in the following currencies:-
Fiji dollar 1,047,525 934,896
Samoan Tala 2,962,652 2,534,729
Solomon dollar 467,690 285,318
Tonga Pa’anga 2,053,247 1,915,778
6,531,114 5,680,721
AMOUNTS OWING BY RELATED COMPANIES
The Group The Company
2014 2014 2013
uUss$ Us$ uss$
Loans - 939,389 1,766,880
Others - 44,615 137,408
- 984,004 1,904,288




25
SPBD MICROFINANCE HOLDINGS (SINGAPORE) PTE. LTD.
(Registration No. 201025088K)
AND ITS SUBSIDIARY COMPANIES

AMOUNTS OWING BY RELATED COMPANIES (cont’d)

The loans are unsecured with interest rate of 0% to 10% (2013: 0% to 10%)
per annum. The loans owing are non-trade in nature and with repayment
terms no later than 30th June 2019.

The others owing are non-trade in nature, unsecured, interest-free and
with no fixed terms of repayment.

ADVANCED SHARE APPLICATION MONIES

This related to funds set aside by the Company for future capital
investment in a subsidiary, which was converted into 8,910 preference
shares during the year.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents at end of the financial year comprise the
following: -

The Group The Company
2014 2013 2014 2013
uUss$ Us$ Us$ Us$
Cash on hand 33,696 19,501 - -
Cash in banks 1,761,597 946,245 682,731 257,237
Vodafone M-Paisa
account 71,245 63,241 - -
Fixed deposits
- unpledged 589,965 310,223 - -
2,456,503 1,339,210 682,731 257,237
Fixed deposits
- pledged 195,673 525,498 - -
2,652,176 1,864,708 682,731 257,237

Cash and cash equivalents are denominated in the following currencies:-

Australian dollar 9,295 5,235 8,034 3,635
Euro deollar 15,780 80,849 - -
Fiji dollar 275,620 172,386 - -
New Zealand deollar 1,212 99,153 1,212 99,153
Samoan Tala 991,981 744,413 - -
Singapore dollar 462,857 302 462,857 302
Solomon dollar 68,071 158,299 - -
Tonga Pa’angas 285,921 243,006 - -
United States dollar 541,429 361,065 210,628 154,147

2,652,176 1,864,708 682,731 257,237
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MEMBERS’ SAVINGS DEPOSITS

Members in these financial statements refer to the Group’s loan portfolio
borrowers.

Members’ savings deposits are recorded as current liabilities in the
statement of financial position.

A savings account is required to be established by a borrowing member in
consideration for a loan by depositing US$4 to US$10 (2013: Us$4 to USS10).
When the loan has been processed and approved, 2.5% to 5% of the loan
amount is deducted and recorded in the members’ savings account as
compulsory deposit. Member with a current loan balance must have a minimum
deposit of 2.5% to 5% of the original loan amount.

There is no limit on the amount of money the members can keep in the
savings account. The minimum balance that a member can keep is Uss$1.
However, for members with current loan, the minimum balance at any given
time should be US$10 plus 2.5% to 5% of the original loan amount.

The Group is not a regulated financial intermediary and does not therefore
use members’ deposits for on-lending. Members can withdraw money with prior
notice at any time for emergencies. The 2.5% to 5% loan retention can only
be withdrawn after the latest loan outstanding is fully paid off.

IMMEDIATE AND ULTIMATE HOLDING COMPANY

The Company’s share capital is wholly owned by SPED Microfinance Holdings
(Delaware) L.L.C. (incorporated in the United States of America), its
holding and ultimate holding corporation.

Related companies in these financial statements refer to members of the
ultimate company’s Group of companies.

AMOUNTS OWING TO RELATED PARTIES

The loan owing to a related party is unsecured, non-trade in nature, bears
interest rate of B% per annum and is repayable not later than 30th June
2016.

The other amount owing to another related party is non-trade in nature,
interest-free and repayable when the resources of the Company permit.

BANK OVERDRAFTS

The Group only

2014 2013

Uss$ uUss$
Bank overdraft 1 257 19,571
Bank overdraft 2 815,221 1,221,066
Bank overdraft 3 (29,864) (3,768)
Bank overdraft 4 176,195 46,162

961,809 1,283,031
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13. BANK OVERDRAFTS (cont’d)

Bank overdraft 1 is secured by a standby letter of credit of GBP 10,000 or
equivalent US$15,535 (2013: GBP 10,000 or equivalent US$16,488).

Bank overdraft 2 is secured by a term deposit of WST 3,000,000 or
equivalent US$1,271,100 (2013: WST 1,000,000 or equivalent UsS$423,700) .

Bank overdraft 3 is secured by term deposit of US$40,000 (2013: Us$40,000) .
Bank overdraft 4 is secured by the subsidiary company’s term deposit of

US$75,000 (2013: US$75,000) and its loans portfolio.

14. BORROWINGS

The Group The Company
2014 2013 2014 2013
Uss$ Uss$ Uss Uss$
Unsecured loans - 1 1,144,575 1,192,183 1,144,575 1,192,183
-2 284,000 284,000 284,000 284,000
-3 370,913 286,781 370,913 286,781
Secured loan 4 255,986 - 255,986 -
2,055,474 1,762,964 2,055,474 1,762,964
Soft term loans

Term loan - 1 (a) 624,636 398,772 - -
- 2 (a) 4,193 4,054 - -
-3 (a) 476,504 476,515 - -
- 4 (a) - 50,662 - -
-5 (a) 419,287 - - -
- 6 (a) 31,777 215,564 - -
-7 (a) 1,057,806 605,351 - -

- 8 (a) 62,826 118,883

-9 (a) 98,480 -
- 10 (» 179,099 115,577 - -
- 11 (1 - 158,488 - -
- 12 (v) 16,758 15,474 - -
- 13 (v) - 18,958 - -
- 14 (b) 257,596 213,825 - -
- 15 (» 193,619 - - -
- 16 (o) - 105,620 - -
- 17 (o - 203,742 - -
- 18 (¢} - 91,684 - -
- 19 (o - 63,372 - -
- 20 (o) 60,696 63,372 - -
- 21 (o) 60,657 316,961 - -
- 22 (o 15,338 29,216 - -
- 23 (o) 107,657 - - -
- 24 (o 409,058 - - -
- 25 (o) 647,861 - - -
- 26 (@ 321,818 214,918 - -
- 27 (@ 24,508 - - -

7,125,648 5,243,972 2,055,474 1,762,964
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BORROWINGS (cont’d)

The Group The Company
2014 2013 2014 2013
Uss$ Us$ Us$ Us$
Commercial term loans
Term loan - 1 (b) 230,774 291,343 - -
- 2 (b) 387,238 428,289 - -
- 3 (b) 11,843 - - -
7,755,503 5,963,604 2,055,474 1,762,964
Shown under current
liabilities (3,627,267) (1,177,937) (384,463) (32,688)
Shown under non-
current liabilities 4,128,236 4,785,667 1,671,011 1,730,276
(a) obtained by SPBD Samoa
(b) obtained by SPBD Tonga
(c) obtained by SPBD Fiji
(d) obtained by SPBD Solomon

Unsecured loans 1

The loans, consisting of three principal amounts of NZ$500,000, A$400,000
and USS$400,000 (2013: Nz$500,000, AS$400,000 and US$400,000), all bear
interest rates of 5% (2013: 5%) per annum. Interest payment and principal
repayment are payable from 1lst July 2013 and 1lst October 2015, respectively
on a quarterly basis.

Unsecured loans 2

The interest free loans consist of two principal amounts of US$168,000 and
US$116,000 (2013: US$168,000 and US$116,000). The respective principal
amounts are repayable in 12 quarterly instalments, commencing 1st July 2016
and 31st December 2016.

Unsecured loans 3

The loans consisting of three principal amounts of Us$120,000, Nz$200,000
and US$90,000 (2013: US$120,000 and NZz$200,000).

The first loan bears interest of 9% (2013: 9%) per annum and interest is
repayable semi-annually from 3lst March 2014 and quarterly commencing
31st December 2016. The principal amount is repayable in five equal
instalments, commencing 30th September 2016.

The second loan bears interest at the rate of 7.5% (2013: 7.5%) per annum
and interest is repayable semi-annually from 7th June 2014 and quarterly
commencing 7th March 2015. The principal amount is repayable in four equal
instalments, commencing 7th March 2015.

The third loan is split into two tranches of US$45,000 each, bears interest
of 8.5% and 6.5% (2013: Nil) per annum respectively, and interest 1is
repayable semi-annually from 31st October 2014 and quarterly commencing
30th July 2017. The principal amount 1is repayable in four equal
instalments, commencing 31lst July 2017.
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BORROWINGS (cont’d)

Secured loan 4

The loan amounting to US$250,000 bears interest at 9.5% (2013: Nil) per
annum and interest is repayable semi-annually from 30th September 2014. The
principal amount is repayable in five equal instalments, commencing 30th
September 2015. The loan is secured by a guarantee from a related party for
up to a maximum of US8$125,000.

Soft term loans

Term loan 1

The outstanding balance is interest-free and unsecured with ongoing
principal repayment based on its fund raising limit.

Term loan 2

The interest-free loan is unsecured with end of term repayment of principal
by 31st December 2015.

Term loan 3

The interest-free loan is unsecured with scheduled amortisation of
principal payment during the term. The loan is repayable not later than
18th April 2018.

Term loan 4

The loan was unsecured with scheduled amortisation of principal and
interest payments at 9.25% (2013: 9.25%) per annum during the term. The
loan was fully repaid during the year.

Term loan 5

The loan is unsecured with scheduled amortisation of principal and interest
payments at 9.5% (2013: 9%) per annum. The loan is repayable no later than
31lst September 2017.

Term loan 6

The unsecured loan, amounting to WST75,000 equivalent US$31,777 (2013:
WST150,000 equivalent US$63,555) bears interest rate at 6% (2013: 6%) per
annum with the final repayment due on 30th June 2015.

Term loan 7

The loan is unsecured. Interest rate is chargeable at 9.5% (2013: 9.25%)
per annum and the principal is repayable on 30th September 2018.

Term loan 8

The loan is unsecured. Interest rate is chargeable at 9.25% (2013: 9.25%)
per annum and the principal is repayable on 31lst August 2016.

Term loan 9

The loan is unsecured. Interest rate is chargeable at 14% (2013: Nil) per
annum and the principal is repayable no later than 3lst August 2019.
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BORROWINGS (cont’d)

Soft term loans (cont’d)

Term loan 10

The amount consisting of four unsecured loans are:-

a) The first loan made up of two separate amounts with interest
chargeable at 7% (2013: 7%) per annum was fully repaid during the
year.

b) The second loan bears interest at 5% (2013: Nil) per annum with

principal repayment no later than 31st March 2017.

c) The third loan bears interest at 6.5% (2013: Nil) per annum with
principal repayment no later than 28th February 2015.

d) The fourth loan bears interest at 6.5% (2013: Nil) per annum with
principal repayment no later than 3lst December 2018.

Term loan 11

The amount consisting of two bank loans were unsecured. Interest rate was
chargeable at 5% (2013: 5%) per annum and both loans were fully repaid
during the year.

Term loan 12

The amount is unsecured and interest-free. There is no maturity date of
repayment.

Term loan 13

The unsecured loan with interest chargeable at 8% (2013: 8%) per annum was
fully repaid during the year.

Term loan 14

The amounts consisting of three separate unsecured, interest-~free loans,
two of which are repayable no later than 28th November 2019 and the third
no later than lst April 2020.

Term loan 15

The unsecured loan with interest rate is chargeable at 8.5% (2013: Nil) per
annum is repayable no later than 28th July 2016.

Term loan 16

Unsecured loan bears interest rate of 8% (2013: 8%) per annum. Interest
payments were made semi-annually during 2013 and 2012 and then revised to
quarterly in 2014, with the final interest payment due on 3lst December
2014.

Principal repayments were in four quarterly instalments commencing 3lst
March 2014 with the final repayment on 31st December 2014. The loan was
fully repaid during the year. ’
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BORROWINGS (cont’d)
Term loan 17

Unsecured loan bore interest rate of 7% (2013: 7%) per annum. Interest
payments were made annually beginning 31st December 2014 with the final
interest payment on 31lst December 2015.

Principal repayments were in five quarterly instalments commencing 31st
December 2014 with the final repayment on 31lst December 2015. The loan was
fully repaid during the year.

Term loan 18

The unsecured loan bore an interest rate at 9% (2013: 9%) per annum and is
payable semi-annually during 2013 and 2014 and then quarterly during 2015.
The first interest payment was paid on 15th June 2013 with the final
payment on 3lst December 2015.

Principal repayments were in quarterly instalments with the first due on
15th March 2015 and the final payment on 15th December 2015. The loan was
fully repaid during the year.

Term loan 19

The unsecured loan bore interest rate of 5% (2013: 5%) per annum. The first
interest payment was due on 31lst December 2011 and subsequently interest
payment was on yearly basis.

The principal was repayable by quarterly instalments with the first due on
31st March 2014. The residual principal and all unpaid interest were
repayable on 3lst December 2014. The loan was fully repaid during the year.

Term loan 20

The unsecured loan bears an interest rate of 4% (2013: 4%) per annum. The
interest payment is made on yearly basis commencing 31st July 2013 and with
the final payment on 3lst July 2017. Principal repayments are by quarterly
installments with the first due on 31lst October 2016 and the final payment
due on 3lst July 2017.

Term loan 21

The unsecured loan bears an interest rate of 3% (2013: 3%) per annum. The
first interest payment was made on 31st March 2013. Thereafter interest
payments and principal repayments are due on guarterly basis with the final
payment due on 31lst March 2015.

Term loan 22

The loan owing is unsecured and interest-free and with no fixed terms of
repayment.

Term loan 23

The loan owing is unsecured and interest-free. Principal repayments will be
made in twelve quarterly installments commencing on 30th September 2017.
The loan is due in full on 30th June 2020.
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BORROWINGS (cont’d)

Term loan 24

The secured loan bears an interest rate at 9.5% (2013: Nil) per annum.
Principal and interest payments will be made semi-annually. The first
interest and principal payment will be due on 3lst March 2015 and 31st
March 2016 respectively. The loan is repayable no later than 31st March
2018.

The loan is secured by guarantee issued by Microdreans Foundation to CreSud
S.p.A. for an amount of US$260,000 until 30th April 2016, US$160,000 from
1st May 2016 until 30th April 2017 and US$56,000 from 1st May 2017 to 30th
April 2018.

Term loan 25

The secured loan bears an interest rate at 10% (2013: Nil) per annum. The
loan is repayable by interest only repayments till October 2016.
Thereafter, repayment of principal interest and bank fees is payable
annually.

The loan is secured by guarantee from the Company.(See note 24)

Term loans 26

The unsecured loans were made up of various sums bearing interest rates
ranging from 7.5% to 9.5% per annum and repayable from September 2015 to
June 2018.

Term loan 27

The secured loan bears an interest rate at 12% (2013: Nil) per annum and is
repayable over 36 months. The loan is secured over the subsidiary’s motor
vehicles.

Commercial term loan 1

The fluctuating credit facility with Tonga Development Bank is secured by a
charge of 120% of the loans portfolio of South Pacific Business Development
Microfinance Ltd. to cover the facility amount, with interest at 9.0%
(2013: 9.0%) per annum. The loan is repayable not later than 31lst December
2019.

Commercial term loan 2

The Cresud loan is secured by guarantees from a related party and a
US$25,000 term deposit at a local commercial bank in Tonga.

The loan bears an interest rate of 9.5% (2013: 9.5%) per annum and is
repayable not later than 31lst March 2017.

Commercial term loan 3

The loan from Westpac Bank of Tonga bears interest rate of 9.65% (2013:
Nil) per annum and is repayable no later than 1 July 2016. The loan is
secured over the subsidiary’s motor vehicles.
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SHARE CAPITAL

The Group and the Company

2014 2013
No. of Share No. of Share
shares capital shares capital
uUss$ Uss$
Ordinary shares
Balance at beginning
of the year 1,221,637 976,698 971,121 776,698
Issuance of shares - - 250,516 200,000
Balance at end of
the year 1,221,637 976,698 1,221,637 976,698
Preference shares
Balance at beginning
of the year - - - -
Issuance of new
shares 600,000 453,300 - -
Balance at end of
the year 600,000 453,300 - -
Total share capital 1,821,637 1,429,998 1,221,637 976,698

Both classes of shares have no par value. Ordinary shares have one vote

each.

The preference shares carry a dividend of 8% per annum, if and when
declared by the Board of Directors. The dividend rights are cunulative and
the shareholder has no voting rights unless dividends declared remains in
arrears and unpaid for more than six months after the due date.

Redemption of preference shares

i)

ii)

At any time after 17 December 2014, if the Company issues new
preference shares, the existing preference shareholder has the
option to require the Company to redeem all issued preference shares
plus all unpaid accumulative dividends declared but not paid; or

at any time after 15 December 2016 or on any anniversary thereafter
(referred to as “Redemption Schedule Trigger Date”)}, the preference
shareholder shall have the option to require the Company to redeem
the paid shares according to the Five-Year Redemption Schedule. The
Five-Year Redemption Schedule shall mean a period of five years
commencing on the Redemption Schedule Trigger Date pursuant to which
20% of the preference shares will be redeemed on each of the first
through fifth anniversaries.
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34

This relates to the difference between the cost of the acquisition and the
amounts at which the acquired assets and liabilities are recorded for a
business combination with an entity under common control.

OTHER OPERATING INCOME

Exchange gain
Commission income
Donations received
(Loss) /Gain on
disposal of
property, plant and
equipment
Interest on term loan
and Guarantee fee
Admin fee for
issuance of
preference shares
Others

OPERATING RESULTS

This is arrived at as follows:-

After charging/ (crediting):-

Donations received
Loss/ (Gain) on
disposal of
property, plant and
equipnent
Depreciation of
property, plant and
equipment *
Exchange difference *
Interest on bank
overdrafts
Interest on loans
Transportation *
Travelling *
Salaries and wages *

The Group The Company

2014 2013 2014 2013

uUss Us$ Uss$ Us$
- 22,297 - 22,297
8,416 4,431 - -
85,044 4,821 - -
(620) 12,315 - -
- - 21,233 21,164
- - 18,934 -
27,012 3,844 - 1,844
119,852 47,708 40,167 45,305

The Group The Company

2014 2013 2014 2013

uUss Uss$ Us$ Us$
(85,044) (4,821) - -
620 (12,315) - -
128,919 116,187 - -
75,949 147,470 - -
195,666 117,697 - -
391,769 310,433 115,016 67,181
263,662 272,133 - -
125,980 110,836 1,997 2,021
1,203,888 1,182,826 118,520 136,000

* Aggregating US$1,798,398 (2013:
other operating expenses.

UsS$1,829,452)

are shown

under Group’s



35

SPBD MICROFINANCE HOLDINGS (SINGAPORE) PTE. LTD.

(Registration No. 201025088K)
AND ITS SUBSIDIARY COMPANIES

19. TAXATION

a)

Tax expense

The charges for taxation are made up as follows:-

The Group The Company
2014 2013 2014 2013
Us$ Uss$ Uss Us$
Current year 138,200 101,112 - -
Prior year (2,729) - (2,729) -
135,471 101,112 (2,729) -

Reconciliation of effective tax rate
(Loss) /Profit

before

taxation (460,418) (649,191) 65,758 129,333
Income tax at

17% (78,271) (110,363) 11,179 21,987
Non-deductible

expenses 41,103 39,301 7,066 -
Non-taxable

income (24,366) (22,763) (24,366) (22,763)
Deductible

expense (17,709) (9,415) - -
Effect of higher

tax rate in

other country 215,428 124,586 - -
Unrecognised

deferred tax

asset 5,251 2,498 - -
Deferred tax

benefit not

recognised 86,131 105,077 6,121 776
Prior year (2,729) - (2,729) -
Utilisation of

deferred tax

benefit (2,774) (1,825) - -
Utilisation of

capital

allowance (86,593) (25,984) - -

135,471 101,112 (2,729) -
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TAXATION (cont’d)

b) Movements in tax recoverable/ (provision for taxation)

The Group The Company
2014 2013 2014 2013
Uss$ Us$ uUss Uss
Balance at
beginning of
the year 106,072 197,995 (7,539) (10)
Income tax —
current year 135,471 101,112 - -
Income tax
(paid) /refunded (119,624) (188,961) 7,497 (7,529)
Translation
adjustment 449 (4,074) (22,816) -
Income tax
receivable (22,816) - - -
Balance at end
of the year 99,552 106,072 (22,858) (7,539)

LEASING COMMITMENTS

At the end of the reporting period, there are leasing commitments in
respect of rental of premises which are payable in the following accounting
period as follows:-

The Group only

2014 2013

Us$ Us$
Payable within 1 year 113,918 105,238
Payable after 1 year but within 5 years 59,026 60,820

Payable after 5 years 13,353 77,206
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RELATED PARTIES TRANSACTIONS

a) Other than the related party information disclosed elsewhere in the
financial statements, the following are significant related party
transactions entered into by the Group and the Company with related

parties:-
The Group The Company
2014 2013 2014 2013
Us$ Us$ uss$ Us$

Other income - - (40,167) (21,165)
Dividend income - - (124 ,395) (111,600)
Management

income - - (182,615) (189,001)
Interest on term

loan and .

Guarantee fee - - (145,448) (111,413)
Management fees

charged by

ultimate

holding company 88,000 22,000 88,000 22,000
Management fees

charged by

related party 58,850 284,630 - 45,075
Loans from

related parties 1,048,828 1,380,353 - 433,248
Interest on

loans from

related parties 62,501 69,357 - 10,109

b) Compensation of key management personnel

The key management personnel comprise mainly directors who have the
authority and responsibility for planning, directing and controlling
the activities of the Company and the Group.

Other than a nominee director’s fee of USS$1,577 (2013: US$1,572), no
other remuneration was paid during the year.

CAPITAL MANAGEMENT

The primary objective of the Group’s capital management is to safeguard its
ability to continue as a going concern and to maintain an optimal capital
structure to support its business and maximise shareholder value. Capital
is defined as equity attributable to the equity holders.

The Group manages its capital structure and makes adjustments to it, in
light of changes in economic conditions. To maintain or adjust the capital
structure, the Group may adjust the dividend payment to shareholders,
return capital to shareholders or issue new shares.

There were no changes in the Group’s approach to capital management during
the year.
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FINANCIAL INSTRUMENTS

Financial risk management

The principal risks from the Group’s financial instruments are credit risk,
interest rate risk and foreign exchange risk. The management reviews and
manages these risks as follows:-

a)

b)

c)

Credit risk

The carrying amounts of bank balances, loans portfolio and other
receivables represent the Group’s maximum exposure to credit risk.

The Group has insignificant concentration of credit risk.

As part of its risk control procedures, an assessment of the credit
quality of a new member, taking into account its financial position,
past experience and other factors, is carried out prior to the credit
approval. Individual credit risk limits are then set based on the
assessments done. The utilisation of credit limits 1s regularly
monitored. Loans to clients are settled via weekly deductions.

It placed its surplus funds with licensed financial institutions in
Singapore, Kingdom of Tonga, Fiji and Samoa.

Interest rate risk

The Group’s exposures to changes in interest rates relate primarily to
its borrowings. These are monitored on regular basis to ensure that
the rates obtained are not less favourable than prevailing market
rates applicable to the facilities obtained.

Foreign exchange risk

The Group’s exposures to changes in foreign currency rates relate
primarily to its outstanding foreign currency bank balances, other
receivables and other @payables. The Group monitors exchange
fluctuations and takes appropriate steps to minimise or reduce
exchange losses.

The Group is exposed to foreign exchange risk in respect of its
investments in The Kingdom of Tonga, Republic of Fiji and Independent
State of Samoa. As these investments are held on long-term basis,
these exposures are not hedged.

The transactions in those countries take place in the local currencies
of the countries concerned. As the foreign exchange rates of those
operational currencies are set by their respective central banks based
on a prescribed basket of foreign currencies, the Group tries to hedge
the assets in those countries against significant fluctuations in
foreign exchange valuation by borrowing in non-local currencies, in
proportions which match, as close as possible, the foreign currencies
utilised by the local central banks to fix their exchange rates, to
the best of management’s ability. No other specific currency hedging
is performed.

Fair values

The carrying amounts of cash and bank balances, other receivables and other
payables approximate their fair values due to their short-term nature.



24.

25.

39
SPBD MICROFINANCE HOLDINGS (SINGAPORE) PIE. LTD.
(Registration No. 201025088K)
AND ITS SUBSIDIARY COMPANIES

CONTINGENT LIABILTIES

On 15th April 2014, the Company provided corporate guarantee of Us$647,861
(2013: Nil) relating to a loan taken up by its subsidiary. No loss is
anticipated (see Note 14).

EVENTS SUBSQUENT TO REPORTING PERIOD

a)

b)

c)

d)

e)

£)

on 3lst March 2015, the Company disbursed an unsecured loan of
US$100,000 to a subsidiary. The loan bears interest at 8.5% per annum,
payable on a semi-annual basis, commencing 3lst December 2015. The
loan principal is repayable in five semi-annual installments of
US$20,000 each commencing 30th June 2017.

On 15th April 2015, the Company received an unsecured loan of
US$200,000 from The MicroDreans Foundation. The loan bears interest at
6.5% per annum, payable on a semi-annual basis, commencing 3lst
December 2015 and then quarterly starting 31lst March 2018. The loan
principal is repayable in four quarterly installments of US$50,000
each commencing 31st March 2018.

On 15th April 2015, the Company disbursed an unsecured loan of
US$200,000 to a subsidiary. The loan bears interest at 8% per annum,
payable on a semi-annual basis, commencing 15th December 2015 and then
quarterly starting 15th March 2018. The loan principal is repayable in
four quarterly installments of US$50,000 each commencing 15th March
2018.

On 15th September 2015, the Company disbursed an unsecured loan of
US$100,000 to a subsidiary. The loan bears interest at 8.5% per annum,
payable on a semi-annual basis, commencing 31lst December 2015 and then
quarterly starting 31lst March 2018. The loan principal is repayable in
four quarterly installments of US$25,000 each commencing 31lst March
2018.

On 22nd December 2015, the Company disbursed an unsecured loan of
AS$300,000 to a subsidiary. The loan bears interest at 11% per annum,
payable on a semi-annual basis, commencing 31lst March 2016. The loan
principal is repayable in five semi-annual installments of A$60,000
each commencing 31st March 2018.

On 21st December 2015, the following interim tax-exempt (1-tier)
dividends were declared:-

i) An interim tax-exempt (l-tier) dividend of 8$0.08 per preference
share amounting to $$48,000.00 for the financial year ended 3lst
December 2014 be declared and payable to the preference
shareholders on 21lst December 2015.

1i) An interim tax-exempt (l-tier) dividend of US$0.018 per ordinary
share amounting to US$21,989.46 for the financial year ended
31st December 2014 be declared and payable to the ordinary
shareholders on 24th December 2015.
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26. AUTHORISATION OF FINANCIAL STATEMENTS

These financial statements were authorised for issue in accordance with a
resolution of the directors on 22nd December 2015,



