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INDOVINA BANK LIMITED
97A Nguyen Van Troi Street, Ward 12
Phu Nhuan District, Ho Chi Minh City, S.R. Vietnam
STATEMENT OF THE BOARD OF EXECUTIVES
The Board of Executives of Indovina Bank Limited (the “Bank”) presents this report together with the
Bank’s financial statements for the year ended 31 December 2016.

BOARD MEMBERS AND THE BOARD OF EXECUTIVES

The Board Members and the Board of Executives of the Bank who held office during the year and at the
date of this report are as follows:

Board Members

Mr. Nguyen Anh Tuan Chairman (appointed on 14 April 2016)
Mr. Nguyen Tran Manh Trung Chairman (resigned on 14 April 2016)
Mr. Lee Ming-Hsien Vice Chairman

Mr. Yei-Fong Jan Member

Mr. Le Van Phu Member

Mr. Lu Chan Kun Member

Ms. Nguyen Thu Hang Member

Board of Executives

Mr. Yei-Fong Jan General Director

Mr. Le Van Phu First Deputy General Director

Mr. Lu Chan Kun Second Deputy General Director

THE BOARD OF EXECUTIVES’ STATEMENT OF RESPONSIBILITY

The Board of Executives of the Bank is responsible for preparing the financial statements, which give a
true and fair view of the financial position of the Bank as at 31 December 2016, and its financial
performance and its cash flows for the year then ended in accordance with Vietnamese Accounting
Standards, accounting regime for credit institutions and legal regulations relating to financial reporting. In
preparing these financial statements, the Board of Executives is required to:

¢ select suitable accounting policies and then apply them consistently;

¢« make judgments and estimates that are reasonable and prudent;

e state whether applicable accounting principles have been followed, subject to any material departures
disclosed and explained in the financial statements;

¢ prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the Bank will continue in business, and

¢ design and implement an effective internal control system for the purpose of properly preparing the
financial statements so as to minimize errors and frauds.

The Board of Executives is responsible for ensuring that proper accounting records are kept, which
disclose, with reasonable accuracy at any time, the financial position of the Bank that the financial
statements comply with with Vietnamese Accounting Standards, accounting regime for credit institutions
and legal regulations relating to financial reporting. The Board of Executives is also responsible for
safeguarding the assets of the Bank and hence for taking reasonable steps for the prevention and
detection of frauds and other irregularities.

The Board of Executives confirms that the Bank has complied with the above requirements in preparing
and presenting these financial statements.

For and on behalf of the Board of Executives,

“a roCy
Yei-W’
General r
29 March 2017
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Fax:+848 3910 0750

www.deloitte.com/vn
No. 450  /VNI1A-HC-BC

INDEPENDENT AUDITORS’ REPORT

To: Board Members and Board of Executives
Indovina Bank Limited

We have audited the accompanying financial statements of Indovina Bank Limited (the “Bank”) prepared

on 29 March 2017 as set out from page 4 to page 40, which comprise the balance sheet as at 31 -
December 2016 and the statement of income and statement of cash flows for the year then ended, and a 739
summary of significant accounting policies and other explanatory information.

AN H
The board of Executives’s Responsibility for the Financial Statements HHIEM
The Board of Executives is responsible for the preparation and fair presentation of these financial )OV
statements in accordance with Vietnamese Accounting Standards, accounting regime for credit institutions o
and legal regulations relating to financial reporting and for such internal control as the Board of Executives N-T.
determines is necessary to enable the preparation of financial statements that are free from material ==
misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Vietnamese 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 ?_5—09_‘
the financial statements. The procedures selected depend on the auditors’ judgment, including the a1 NHf\'
assessment of the risks of material misstatement of the financial statements, whether due to fraud or ONG
error. In making those risk assessments, the auditors consider internal control relevant to the Bank’s  NHIEN
preparation and fair presentation of the financial statements in order to design audit procedures that are i
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of ‘:,I:OH
the Bank’s internal control. An audit also includes evaluating the appropriateness of accounting policies lE_ET N
used and the reasonableness of accounting estimates made by the Board of Executives, as well as gyt
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 financial statements present fairly, in all material respects, the financial position of the
Bank as at 31 December 2016 and its financial performance and its cash flows for the year then ended in
accordance with Vietnamese Accounting Standards, accounting regime for credit institutions and legal
regulations relating to financial reporting.

Our audits also comprehended the translation of United States Dollar ("USD") amounts into Vietnam Dong
("VWND") amounts and, in our opinion, such translation has been made in conformity with the basis stated
in Note 2.2. Such Vietnam Dong amounts are solely presented for reporting to the relevant authorities and
in compliance with the State Bank of Vietnam regulations, therefore, may not be suitable for another
purpose.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee
("DTTL"), its network of member firms, and their related entities. DTTL and each of its member firms are legally
separate and independent entities. DTTL (also referred to as “"Deloitte Global”) does not provide services to clients.
Please see www.deloitte.com/about for a more detailed description of DTTL and its member firms.



Deloitte.

INDEPENDENT AUDITORS’ REPORT (Continued)

Other matters

The financial statements of the Bank for the year ended 31 December 2015 were audited by another
ors.who expressed an unmodified opinion on those statements on 30 March 2016.

Audit Partner

Audit Practising Registration Certificate

No. 0488-2013-001-1

For and on behalf of

DELOITTE VIETNAM COMPANY LIMITED
29 March 2017

Ho Chi Minh City, S.R. Vietnam

Loh Lee Heng

Auditor

Audit Practising Registration Certificate
No. 2231-2013-001-1




INDOVINA BANK LIMITED

97A Nguyen Van Troi Street, Ward 12

FORM B 02/TCTD

Issued under Circular No. 49/2014/TT-NHNN

Phu Nhuan District, Ho Chi Minh City, S.R. Vietnam dated 31 December 2014 of the State Bank of Vietnam

Assets

Cash on hand
Deposits with the State Bank of Vietnam
Deposits with other credit institutions
Lending to other credit institutions
Trading securities
Trading securities
Provision for diminution in value of
trading securities
Derivatives and other financial assets
Loans to customers

Loan to customer

Provision for loan losses
Investment securities
Available-for-sale securities

Held-to-maturity securities

Provision for diminution in value of
investment securities
Tangible fixed assets
Intangible assets
Other assets
Other receivables
Accrued interest receivables
Other assets

Total assets
Resources

Deposits from other credit institutions
Borrowings from other credit institutions
Deposits from customers

Derivatives and other financial liabilities

Other liabilities
Accrued interest payables
Other payables

Equity and reserves
Charter capital
Reserves
Retained earnings

Total resources

BALANCE SHEET

As at 31 December 2016

Notes

WU B

10

11
12

13

14

15
16
17

18

19
20

Closing balance

Opening balance

VND million VND million

usb equivalent usb equivalent
9,295,543 205,580 9,542,304 208,881
39,108,856 866,613 34,291,427 750,639
233,675,696 5,178,020 172,190,152 3,769,242
136,302,073 3,020,318 108,693,924 2,379,310
148,355,547 3,287,411 44,470,569 973,461
149,338,371 3,309,189 45,416,110 994,159
(982,824) (21,778) (945,541) (20,698)

5 - 141,812 3,104
838,325,139 18,576,447 644,028,263 14,097,779
847,155,779 18,771,802 658,969,567 14,424,844
(8,830,640) (195,355) (14,941,304) (327,065)
229,669,770 5,089,253 187,784,007 4,110,592
155,920,016 3,455,032 101,551,710 2,222,967
74,461,844 1,650,000 86,797,624 1,900,000
(712,090) (15,779) (565,327) (12,375)
11,154,035 247,162 10,851,182 237,533
15,574,740 345,121 13,045,249 285,561
49,952,525 1,106,897 16,949,759 371,030
12,342,730 273,502 6,098,417 133,494
11,935,665 264,482 9,576,148 209,622
25,674,130 568,913 1,275,194 27,914
1,711,413,924 _ 37,923,222  1,241,988,648 27,187,132
297,250,383 6,586,771 71,554,740 1,566,333
163,504,974 3,623,107 69,663,504 1,524,934
1,000,009,914 22,159,220 866,200,296 18,961,124
2,692,079 59,654 - =
14,109,794 312,659 13,041,521 285,480
9,575,806 212,190 9,086,156 198,896
4,533,988 100,469 3,955,365 86,584
233,846,780 5,181,811 221,528,587 4,849,261
193,000,000 4,276,687 193,000,000 4,224,770
24,674,341 546,759 21,891,812 479,212
16,172,439 358,365 6,636,775 145,279

1,711,413,924 37,923,222 1,241,988,648 _ 27,187,132

The accompanying notes are an integral part of these financial statements
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INDOVINA BANK LIMITED
97A Nguyen Van Troi Street, Ward 12

FORM B 03/TCTD

Issued under Circular No, 49/2014/TT-NHNN

Phu Nhuan District, Ho Chi Minh City, S.R. Vietnam dated 31 December 2014 of the State Bank of Vietnam

OFF-BALANCE SHEET ACCOUNTS
As at 31 December 2016

Notes Closing balance Opening balance

VND million VND million

uso equivalent UsD equivalent

Foreign exchange commitments 36 369,213,434 8,181,400 46,526,937 1,018,475
Currency spot purchase commitment 24,504,182 542,988 = =
Currency swap commitment 344,709,252 7,638,412 46,526,937 1,018,475
Letters of credit 26,068,534 577,653 35,144,185 769,306
Other guarantess 88,788,104 1,967,456 52,229,109 1,143,295

Huynh Trang Nha
Deputy Head of
Accounting Department

Tran Le Thuy
Chief Accountant

General Director
29 March 2017

The accompanying notes are an integral part of these financial statements
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INDOVINA BANK LIMITED
97A Nguyen Van Troi Street, Ward 12

FORM B 03/TCTD
Issued under Circular No. 49/2014/TT-NHNN
Phu Nhuan District, Ho Chi Minh City, S.R. Vietnam dated 31 December 2014 of the State Bank of Vietnam

INCOME STATEMENT

For the year ended 31 December 2016

Notes Current year Prior year
VND million VND million

uso equivalent usD equivalent
1. Interest and similar income 21 79,536,584 1,762,451 62,775,610 1,374,158
2. Interest expense and similar charges 22 (36,291,781)  (804,190)  (29,512,982)  (646,039)
I; Net interest and similar income 43,244,803 958,261 33,262,628 728,119
p Fee and commission income 2,909,245 64,466 2,588,085 56,653
2. Fee and commission expense (1,178,288) (26,110) (654,762) (14,333)
II. Net fee and commission income 23 1,730,957 38,356 1,933,323 42,320
III. Net loss from dealing in foreign
eiifvariclas 24 (2,254,772) (49,963) (939,073) (20,556)
IV. Net gain from trading of securities 25 1,675,494 37,127 578,457 12,662
V. I.‘k.at gain from trading of investment 26 3,181,529 70,500 1,676,801 36,705
securities
1. Other operating income 267,219 5,921 441,662 9,668
2. Other operating expenses (24,241) (537) (18,830) (412)
VI. Gain from other activities 27 242,978 5,384 422,832 9,256
VII. Income from investments in other
antitics 95,040 2,106 193,774 4,242
VIII. General and administration
Al eE 28  (16,781,133) (371,853) (17,803,000) (389,708)
=l S 31,134,896 689,918 19,325,742 423,040
credit losses
X. Provision for credit losses 9 (7,941,831) (175,983) (10,443,230) (228,602)
XI. Profit before tax 23,193,065 513,935 8,882,512 194,438
XII. Current corporate income tax
expense 29 (4,642,872) (102,881)  (1,917,213) (41,968)
XIII. Profit after tax 8 19 6,965,299 152,470

400733755 N\
K\*‘Q — ey
// NGAN HANG \ 7\

\

| 5 (TRAcH NEw lU A

Huynh Trang Nha
Deputy Head of
Accounting Department

Tran Le Thuy
Chief Accountant General Director

29 March 2017

The accompanying notes are an integral part of these financial statements
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INDOVINA BANK LIMITED
97A Nguyen Van Troi Street, Ward 12

FORM B 04/TCTD
Issued under Circular No. 49/2014/TT-NHNN
Phu Nhuan District, Ho Chi Minh City, S.R. Vietnam dated 31 December 2014 of the State Bank of Vietnam

CASH FLOW STATEMENT
For the year ended 31 December 2016
(Under direct method)

CASH FLOWS FROM OPERATING ACTIVITIES

Interest and similar income received
Interest expense and similar charges paid
Fee and commission income received

Net gain on trading activities (foreign
currencies and securities)

Receipts from other activities

Collections of bad debt previously written off

Cash paid to employees and related
operating activities

Corporate income tax paid

Cash flows from operating activities
before changes in operating assets and
liabilities

Changes in operating assets

Changes in deposits with and loans to other
credit institutions

Changes in trading securities

Changes in loans to customers

Changes in derivatives and other financial
assets
Utilisation of allowance for credit losses

Changes in other operating assets
Changes in operating liabilities
Changes in deposits and borrowings from

other credit institutions
Changes in deposits from customers

Changes in derivatives and other financial
liabilities

Utilisation of reserves

Changes in other liabilities

Net cash from operating activities

Current year _ Prior year _
USD VNDlm|Illon USD VND.mlllzon
equivalent equivalent

77,177,067 1,710,167 61,748,105 1,346,160
(35,802,131) (793,339) (26,026,208) (566,107)
1,730,957 38,356 1,933,323 42,320
1,796,274 39,804 1,166,575 25,536
427,024 9,462 1,729 32
168,645 3,737 420,549 9,206
(17,181,778) (380,731) (16,200,921) (355,670)
(2,455,419) (54,410) (4,186,452) (91,641)
25,860,639 573,046 18,856,700 409,836
101,650,071 2,252,464 (195,841,479) (4,310,154)
(145,954,787) (3,234,212) (93,563,381) (2,138,206)
(194,296,876) (4,305,424) (20,411,639) (858,043)
141,812 3,142 (141,812) (3,104)
(14,052,495) (311,389) (543,505) (11,897)
(37,949,940) (840,933) (1,055,485) (26,435)
319,537,113 7,080,623 (8,321,141) (85,846)
133,809,618 2,965,087 114,985,454 3,000,813
2,692,079 59,654 (696,223) (14,792)
(198,791) (4,405) (259,118) (5,672)
(1,410,039) (31,245) (4,164,584) (72,267)
189,629,613 4,206,408 (191,156,213) (4,115,767)

The accompanying notes are an integral part of these financial statements

7



INDOVINA BANK LIMITED FORM B 04/TCTD

97A Nguyen Van Troi Street, Ward 12 Issued under Circular No. 49/2014/TT-NHNN
Phu Nhuan District, Ho Chi Minh City, S.R. Vietnam dated 31 December 2014 of the State Bank of Vietnam

CASH FLOW STATEMENT (Continued)
For the year ended 31 December 2016

(Under direct method) 5\\
\\’I‘:r\\\\
A ‘-\
W) el
Current year Prior year [ ]
USD VND.mI”lOﬂ USD VND'mI”IOI"l /f
equivalent equivalent ,-\\/_/
CASH FLOW USED IN INVESTMENT ACTIVITIES
1. Acquisition of fixed assets 4,474,347 99,147 (2,796,653) (61,219) F
2. Disposal of fixed assets - - 9,674 212 j
3. Receipts of dividends 95,040 2,106 193,774 4,242 i @
Net cash used in investment activities 4,474,347 99,147 (2,786,979) (61,007) ; { f |
i
CASH FLOW USED IN FINANCING ACTIVITIES ‘}\9{
1. Dividends paid (6,000,000) (132,954) (32,000,000) (700,480) \\’
Net cash used in financing activities (6,000,000) (132,954) (32,000,000) (700,480)
Net increase in cash and cash
equivalents 188,103,960 4,172,601 (225,943,192) (4,877,254)
Cash and cash equivalents at the
beginning of the year 92,876,327 2,033,062 318,625,745 6,769,523
Effects of changes in foreign exchange rate 805,977 44,950 - 136,551
Cash and cash equivalents at the end of
the year (Note 30) 281,786,264 6,250,613 92,682,553 2,028,820
Z 0783753
&% %
o/ NGAN HANGF\ 2 \
= ! VRS oY
TRACH RHIEM HUU b h\ %
. I 4 By
% N INDOYAY K >
A2 A \"/ -
Sl /“'
Huynh Trang Nha Tran Le Thuy Yei-Fong Jan
Deputy Head of Chief Accountant General Director
Accounting Department 29 March 2017

The accompanying notes are an integral part of these financial statements
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INDOVINA BANK LIMITED FORM B 05/TCTD

97A Nguyen Van Troi Street, Ward 12

Issued under Circular No. 49/2014/TT-NHNN

Phu Nhuan District, Ho Chi Minh City, S.R. Vietnam dated 31 December 2014 of the State Bank of Vietnam

NOTES TO THE FINANCIAL STATEMENTS
These notes are an integral part of and should be read in conjunction with the accompanying financial statement

1.

21

2.2

GENERAL INFORMATION

Indovina Bank Limited (the “Bank”) was incorporated as a joint venture bank in Vietnam, of
Vietnam Joint Stock Commercial Bank for Industry and Trade (“Vietinbank™), a bank incorporated
in Vietnam, and Cathay United Bank ("CUB"), a bank incorporated in the Republic of China, under
Banking Licence No. 08/NH-GP issued by the Governor of the State Bank of Vietnam on 29
October 1992 for 40 years. The Bank operates under the Business Registration Certificate No.
0300733752 issued by Department of Planning and Investment of Ho Chi Minh City on 11 May
1993, as amended.

According to the Decision No. 158/QD-NHNN dated 25 January 2017, the State Bank of Vietnam
("SBV") has approved to extend the operating period of the Bank to 99 years since 29 October
1992.

Principal activities

The principal activities of the Bank are to carry out banking activities which include mobilizing and
receiving short-term, medium and long-term deposits from various organizations and individuals;
lending short-term, medium and long-term loans to various organizations and individuals up to
the nature and ability of the Bank’s capital resources; conducting foreign currency transactions,
international commercial service, discounting of commercial notes, bonds and valuable papers;
providing settlement services between customers; and other banking services as approved by the
State Bank of Vietnam.

Location and Networks

The Bank’s Head Office is located at 97A Nguyen Van Troi Street, Ward 12, Phu Nhuan District,
Ho Chi Minh City, Vietnam. As at 31 December 2016 and 2015, the Bank had one (1) Head Office,
thirteen (13) branches, twenty (20) transaction offices located in cities and provinces in Vietnam.

The number of the Bank’s employees as at 31 December 2016 was 731 (31 December 2015:
776).

Disclosure of information comparability in the financial statements

Comparative figures are the figures of the audited financial statements for the year ended 31
December 2015.

ACCOUNTING CONVENTION AND FINANCIAL YEAR

Accounting convention

The accompanying financial statements, expressed in United States Dollar ("USD"), are prepared
under the historical cost convention and in accordance with Vietnamese Accounting Standards,
accounting regime for credit institutions and legal regulations relating to financial reporting. The
Bank’s financial statements have been measured in USD as registered and approved by the State
Bank of Vietnam according to the Official Letter No. 635/CV-NHNN2 dated 12 July 1999. The
Board of Executives believes that the use of USD is necessary in order to reflect the economic
substance of the underlying events and circumstances relevant to the Bank's business operations.

Translation of financial information into Vietnam Dong

The Bank uses USD as functonal currency unit. For the purpose of compliance with the regulatory
requirements under the guidance of SBV in case the functional currency other than VND, the Bank
converted its financial statements prepared in USD into VND, rounded to the nearest million
("VND million”) based on the following principles:

- Assets, liabilities and equity are translated into Vietnam Dong at the central rate ruling at the
balance sheet date;

- Incomes and expenses are translated into Vietnam Dong at the central rate ruling at the balance
sheet date; and




INDOVINA BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued) FORM B 05/TCTD

2.3

- Differences arising from these translations are recorded as foreign currency translation
differences in Capital and reserves (Note 20).

The accompanying financial statements are not intended to present the financial position, results
of operations and cash flows in accordance with accounting principles and practices generally
accepted in countries and jurisdictions other than Vietnam,

Financial year

The Bank's financial year begins on 1 January and ends on 31 December.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies, which have been adopted by the Bank in the preparation of
these financial statements, are as follows:

Estimates

The preparation of financial statements in conformity with Vietnamese Accounting Standards,
accounting applicable for credit institutions and legal regulations relating to financial reporting
requires the Board of Executives to make estimates and assumptions that affect the reported
amounts of assets, liabilities and disclosures of contingent assets and liabilities at the balance
sheet date and the reported amounts of revenues and expenses during the financial year.
Although these accounting estimates are based on the Board of Executives’ best knowledge,
actual results may differ from those estimates.

Financial instruments
Initial recognition

Financial assets: At the date of initial recognition, financial assets are recognized at cost plus
transaction costs that are directly attributable to the acquisition of the financial assets. Financial
assets of the Bank comprise cash on hand, deposits with the State Bank of Vietham and other
credit institutions, lending to other credit institutions, trading securities, derivatives and other
financial assets, loans to customers, investment securities, other receivables and accrued interest
receivables.

Financial liabilities: At the date of initial recognition financial liabilities are recognized at cost plus
transaction costs that are directly attributable to the issue of the financial liabilities. Financial
liabilities of the Bank comprise deposits and borrowings from other credit institutions, deposits
from customers, derivatives and other financial liabilities, accrued interest payables and other
payables.

Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents comprise cash on hand
and demand deposit at the State Bank of Vietnam, demand and term deposits with and lendings
to other banks with an original maturity of three months or less.

Trading securities

Trading securities are debt securities, equity securities and other securities which are principally
acquired and held for the purpose of selling in the short-term or if so designated by the Board of
Executives.

Trading securities are recognized on a trade date basis and are initially measured at cost including
directly attributable transaction costs. At the subsequent financial years, trading securities are

measured at cost, less the amount of diminution in value of trading securities.

Gains or losses from trading securities are recognized in the income statement on a net basis.
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INDOVINA BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued) FORM B 05/TCTD

Available-for-sale investment securities

Available-for-sale investment securities include debt and equity securities, which give the Bank
power less than 20% of voting right, for the purpose of investment and that are ready for sale;
these securities are not frequently traded but could be sold at any time once they are profitable,
and the Bank is neither founding shareholder/strategic partner nor capable of controlling, to some
extent, the process of initiating and approving financial and operational policies of the investee by

a written agreement on delegating personnel to take part in the Board of Directors/Board of
Executives.

Available-for-sale equity securities are initially recognised at cost as at the transaction date and
subsequently carried at cost.

Available-for-sale debt securities are initially recognised at par value as at the transaction date.
Accumulative interest income before the purchasing date (for debt securities with interest paid in
arrears) or interest income received upfront awaiting amortisation (for debt securities with
interest paid in advance) is recorded in a separate account. Any discount or premium which is the
difference between the cost and the amount equal to par value plus (+) accumulative interest
income before the purchasing date for debt securities with interest paid in arrears or minus (-)
interest income received upfront awaiting amortisation for debt securities with interest paid in
advance is also recorded in a separate account.

Subsequently, available-for-sale debt securities are recorded at par value less/plus remaining
discount/premium after being amortised to the income statement using the straight-line method
over the remaining term of securities. Interest paid in arrears is recorded as follows: accumulative
interest income before the purchasing date is recorded as a decrease in value of such securities
and the same amount is credited into the accrued interest income; accumulative interest income
after the purchasing date is recognised as the Bank’s income based on an accrual basis. Interest
received upfront is amortised to the income statement using the straight-line method over the
investment period.

Periodically, available-for-sale securities will be reviewed for impairment. Provision for impairment
risk is recognized in the statement of income into item “Net gain/ (loss) from trading of
investment securities”.

Gains or losses from available-for-sale securities are recognized in the statement of income on a
net basis.

Held-to-maturity investment securities

Held-to-maturity investment securities are debt securities that the Bank purchases for investment
purpose in order to gain interest and the Bank has intention and ability to hold the securities until
maturity. Held-to-maturity securities have fixed or determinable payments and fixed maturities. In
case the securities are sold before maturity, such securities will be reclassified to trading or
available-for-sale securities.

Held-to-maturity securities are similarly recorded as available-for-sale securities.

Periodically, held-to-maturity securities will be reviewed for impairment. Provision for impairment
risk is recognized in the statement of income into item “Net gain/(loss) from trading of investment
securities”.

Post-acquisition interest income of held-to-maturity securities is recognized in the income
statement on an accruals basis. Pre-acquisition interest income of held-to-maturity securities is
deducted against the cost of acquisition.

Provision for impairment in value of trading securities and investment securities

Debt classification and provision for unlisted corporate bonds are made in accordance with
Circular 02 and Circular 09 (similar to the loans which are presented within section Loan and
Provision for loan losses below).

Provision for diminution in value of other investments including trading securities and other
investment securities are made in accordance with Official Letter No. 2601/NHNN-TCKT issued by
the State Bank of Vietnam dated 14 April 2009 (“Official Letter 2601”) and Circular No.
228/2009/TT-BTC issued by the Ministry of Finance dated 7 December 2009 (“Circular 228") and
Circular No. 89/2013/TT-BTC issued by the Ministry of Finance dated 28 June 2013 (“Circular
89”). In case that the market value of securities cannot be determined, no provision has made for
such securities.
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INDOVINA BANK LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued) FORM B 05/TCTD

Loans to customers

Loans are reported at their outstanding principal amounts and are adjusted for any write-offs and
provision for loan losses,

Interest income and expenses

The Bank records interest income and expense on an accrual basis. Interest income from non-
performing loans is not accrued and is recognized on actual collection basis. Interest income is
derecognized when a loan becomes overdue and is recorded on the off-balance sheet. Interest
income on overdue loan is recognized in the income statement on receipt.

Provision for loan losses

In accordance with Law of credit institutions N0.47/2010/QH12 with effect from 1 January 2011,
Decision No. 1627/2001/QD-NHNN dated 31 December 2001 issued by the Governor of the State
Bank of Vietham on issuing regulations on lending by credit institutions, Decision No.
127/2005/QD-NHNN dated 3 February 2005 on the amending and supplementing of several
articles of the regulation on lending by credit institutions issued in conjunction with the Decision
No. 1627/2001/QD-NHNN, Circular No. 02/2013/TT-NHNN dated 21 January 2013 (“Circular 02")
on classification of assets, levels and method of setting up of risk provisions and use of provisions
against credit risks in the banking activities of credit institutions, foreign bank branches issued by
the Governor of the State Bank of Vietnam and Circular No. 09/2014/TT-NHNN dated 18 March
2014 (“Circular 09") on amending Circular 02 on classification of assets, levels and method of
setting up of risk provisions, and use of provisions against credit risks in the banking activities of
credit institutions, foreign bank branches issued by the Governor of the State Bank of Vietnam.

The classification and the provision for loan losses under Circular 02 and Circular 09 are made for
assets comprising of:

Loans;

Financial leases;

Discounts, rediscounts of negotiable instruments and other valuable papers;
Factoring;

Credit issuance under form of credit card issuance;

Payments on behalf of someone under off-balance sheet commitments;
Amounts in service for purchase and entrustment of purchase of unlisted corporate bondsz,
on securities market or unregistered on trading market of unlisted public companies
(Upcom) (hereinafter referred to as unlisted bonds), excluding purchase of unlisted bonds
by entrustment capital sources which the entrusting party bears risks;

¢ Credit issuance entrustment;

« Deposits (excluding deposits for payment) at domestic credit institutions, foreign bank
branches in Vietnam as prescribed by law and deposits at foreign credit institutions.

® @ o & o o o

The Bank implements the classification of debts under quantitative method in accordance with
Article 10 of Circular 02. Accordingly, loans to customers are graded using the following risk
classifications: Current, Special-mentioned, Sub-standard, Doubtful and Loss based on the
overdue status and other qualitative factors.

Credit risk exposure of loans to customers is calculated by subtracting the determined value of
collateral which is subject to certain accepted discount rates in accordance with Circular 02 from
the remaining value of loan.

Specific provision is established based on the net loan exposure of loans using the prescribed
provision rates applicable to that loan classification as follows:

Group Category Provision rate
1 Current 0%
2 Special-mentioned 5%
3 Sub-standard 20%
4 Doubtful 50%
5 Loss 100%

Loans will be classified at the end of each quarter for the first three quarters and on 30 November
for the last quarter of the financial year.
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General provision is made for undetermined loan loss on classification of debts. Accordingly, the
amount of general provision which have to set up is defined by 0.75% of total balances of debts
from group 1 to group 4, except for deposits with domestic credit institutions, foreign bank
branches in Vietnam as prescribed by law and deposits at foreign credit institutions and loans,
purchases with defined term of valuable papers for other credit institutions, foreign bank branches
in Vietham.

The provision for loan loss is charged to the statement of income which comprises amounts
written off during the year, net of recoveries on amounts written off in prior years and changes in
provision in current year.

The Bank writes off loans if they are classified under Group 5 or if the borrowers are legal entities
that are liquidated or go bankrupt, or if borrowers are individuals who pass away or are missing.
The solution for this debt is made after the approval of Risk Settlement Committee of the Bank.

Fees and commission income

Fees and commission income consists of fees received for settlement services, treasury services,
guarantees services, and other services. Fees on guarantees services are recognized on an

=
accrual basis. Fees and commissions arising from settlement services, treasury services and other <
services are recognized on receipt. Vi
N
Tangible fixed assets and depreciation RAC
Tangibles fixed assets are stated at cost less accumulated depreciation. The cost of purchased ﬁ
tangible fixed assets comprises its purchase price and any directly attributable costs of bringing 3
the assets to its working condition and location for its intended use. Tangible fixed assets are ’fn
depreciated using the straight-line method over their estimated useful lives as follows: =

Years

Office infrastructure 5-40
Office equipment 3-8 o
Motor vehicles 6 N2501
e
Intangible assets and amortization CHI NH
CONG
Land use rights “H NHIER
ELOI
Intangible assets represent land use rights that are stated at cost less accumulated amortisation. VIETH
Land use rights are amortised using the straight-line method over the duration of the right to use \-_M
the land. Land use rights which are granted for a definite term are amortised, using the straight- JpA

line method over the terms indicate in the land use right certificates. Land use rights which are
granted for an indefinite term are carried out at cost and not amortised.

Computer software

Intangible assets represent computer software that are stated at cost less amortization. Computer
software is amortized on a straight-line basis over the period from five to eight years.

Derivative financial instruments

Derivatives financial instruments represent the currency forward contracts and currency swap
contracts.

For currency forward and swap contracts, the difference of VND amounts equivalent to the foreign
currencies committed for trading between forward exchange rate and spot exchange rate as at
effective date of the contract is recognized as “Derivative instruments and other financial assets”
when it is positive, or as “Derivatives instruments and other financial liabilities” when it is
negative. The difference is subsequently amortized in the income statement as "Net gain/ (loss)
from trading foreign currencies” using the straight-line method over the term of the contracts.

Unrealized gains or losses due to foreign exchange difference as at the balance sheet date are
recognized in income statement.

Other receivables

Other receivables apart from receivables from credit activities in the Bank’s operations are initially
recognised at cost and subsequently carried at cost.
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