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OVERVIEW

> \/ision — Mission — Values
» 10 highlights from 2012
» Chairwoman’s message
» Awards

At HDBank, we commit ourselves to the best inter-
ests of our customers, parterns, shareholders and
community with care, respect and understanding.






VISION

HDBank aims to evolve into
one of the top financial groups
in Vietnam while establishing a
vast international network and
becoming a trusted brand for
Vietnamese.

=TT =TT
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MISSION

We seek to bring international
standards into our excellent
financial services and
products in order to fit our
customers’ diversified needs.

VALUES

» The continuous effort and
distinction of our staff.

P The cautiousness,
transparency and
efficiency in the customer-
oriented strategy of our
organisation.

» The mutual co-operation
and development with our
partners.

P The responsibility and
contribution towards our
society.
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10 HGHLIGHT FROM 2012

1. Receiving the Labour Order of the Government of Vietnam

To commend the sustainable development and the efficient and
positive contributions of HDBank towards the national progress,
President Truong Tan Sang approved decree no. 1122/Qb-
CTN on 31 July 2012, awarding the bank with the Labour
Order 3rd class. The ceremony was honoured to welcome the
Vice Chairwoman of National Assembly Nguyen Thi Kim Ngan,
Deputy Prime Minister Nguyen Thien Nhan, and former Deputy
Prime Minister Truong Vinh Trong among other officials.



2. The rebrand

After careful consultation with experts on branding strategy,
commencing from 16 March 2012, HDBank officially changed
its name from ‘HCMC Housing Development Joint-Stock
Commercial Bank’ to ‘HCMC Development Joint-Stock
Commercial Bank’ and released a nationwide new trademark
recognition system. While the name ‘HDBank’ remained
untouched, the rebrand allowed the bank to convey a more
appropriate image to its current capacity, range of business as
well as future development plans.

3. Gaining international recognition

To mirror its successes, HDBank received several international
commendations and awards in 2012, such as ‘Best Cash
Management in Vietham’ by Asiamoney and Euromoney,
‘2011 Vision Gold Award’ by the League of American
Communications Professionals (LACP) and ‘Straight Through
Processing Award’ by Citibank and Wells Fargo.

4. Charter capital increased to VND 5,000 billion
Following decision no. 9657/NHNN-TTGSNH of the State
Bank of Vietnam (SBV), HDBank raised its charter capital from
VND 3,000billionto VND 5,000billion. With this move, the bank
will be able to increase its financial capacities and invest more
in infrastructure, in hope of retaining its pioneering position in
banking technology while remaining sustainable.

5. Achieving international standards

HDBank created and built its products and services accordingly
to international standards in order to provide customers with
the best and most comprehensive support. Furthermore,
Business Banking was improved with more flexibility in order

to fit more business types and to help connecting small and
medium enterprises to financial resources.

6. Investments in banking technology

In 2012, HDBank was honoured with the ‘2012 CSO ASEAN
Awards’. This was a milestone in HDBank efforts to invest and
improve its infrastructure with up-to-date technology. Built

on the acclaimed and fully functional system of Data Center,
Backup Site and Core Banking, the bank was able to integrate
many services to its capacity such as iBanking, SMS Banking,
Mobile Banking, HDBank VisaCard, HDBank MasterCard and
HDBank SmartCard.

I—
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7. ‘Proud to be HDBank’ programme

The initiative, aimed at HDBank staff, focused on creating a cooperative and
dynamic working atmosphere. Staffs were encouraged, through a series of events
and activities, to contribute ideas and showcase their performances. Not only the
programme helped us achieve our corporate targets, it played an important role in
embedding in staff our new motto ‘Active — Friendly — Efficient’.

8. Stay connected, stay unified

With the aim of bridging our staff and encouraging networking and knowledge
transfer, HDBank organised a sport meet and a singing contest with the
participation of units across the nation. These events succeeded in strengthening
both the corporate spirit and culture while promoting an active and positive
lifestyle among staff.

9. HDBank International Chess Tournament

After 3 years running, the tournament has gained international prestige and been
acclaimed by professional players. As a result, the 2012 tournament attracted 105
players from 13 countries with an ELO average of 2215, among them 2 Super
Grandmasters, 24 Grandmasters and 26 International Masters.

10. Community support

In 2012, HDBank spent VND 10 billion on various charitable programs and aids.
Among them were awarding scholarships for less privileged students, giving
financial supports and building houses for families from difficult background.
Notably, HDBank, in association with the Sponsoring Association for Poor
Patients, participated in the ‘Together with Young Fishermen’ and endowed
10,000 health insurance subscriptions.

VUA QUOC T€ HDB:

NATIONAL OPEN CHESS TOURNAMENT 2
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CHARWOMAN'S MESSAGE

“..HDBank has always strive Dear Valued Customers,
compassionate and professi Esteemed Shareholdel‘s and
Beloved HDBank Staff,

aiming that, we would like to |

support and our social contri The year 2012 has passed and
witnessed the ebb and flow of the
global economy: stagnating growth and
increasing struggles around the world,
especially in economic powerhouses;
adverse effects of the sovereign-debt
crisis and restructuring in Eurozone;
and shrinking international trade. In
response to these challenges, 2012
marked the lowest economic and trade
growth in 3 years.

As a direct result of this prolonged global
financial crisis, Vietnamese economy
has encountered many complications
that forced a policy shift from aiming

for economic growth to stabilising the
economy as a whole. Following this
change, the implementation of monetary
tightening policies, in hope of restraining
inflation, caused the decrease in the
domestic needs which, in turn, induced
stagnant goods and real estate. In
addition, such policies exacerbated

both private and public debts while
created more hindrance to businesses in
accessing capital.

In the face of such uncertain market,
HDBank, led by the Board of Directors
(BoD) and the Board of Management
(BoM), has always maintained its
position within the State Bank’s
directives and the legislative framework.
In conformance with these principles,
the bank successfully minimised

and mitigated management risks
while capitalised on limited market
opportunities to produce remarkable
results. In brief, HDBank has managed
to achieve its target during this fiscal
year 2012.

According to the financial statement,

in comparison to the fiscal year 2011,
our total assets and deposits both
increased by 17%, standing respectively
at VND 52,783 billion and VND 46,368
billion. In addition, our total loans rose
to VND 21,148 billion with the NPL




ratio at 2.35%. In term of performance,
we achieved the profit before tax of
VND 427 billion. This result was also
supported by other financial metrics
such as ROA at 0.9%, ROE at 9.12%
and CAR at 14.01%.

Understanding the policy shift from the
Government, HDBank actively pursued
its own restructuring scheme. The bank
investigated and re-evaluated thoroughly
every aspects of its operation, ranging
from assets, capital, customers,
partners to its domestic network. From
the rebrand to the increase in charter
capital, these events highlighted the
transformation of HDBank to adapt

to the new challenging economy, to
continue its sustainable developments
and to strengthen its competitive
position in the market.

Against the global financial crisis, the
bank has employed a more rigorous
approach in risk management by
applying international standards in
mitigating credit risks, market risks

and operation risks. Besides, HDBank
invested heavily on infrastructure to
ensure that its customers would enjoy
sophisticated services such as iBanking,
SMS Banking and Mobile Banking.

By trying to excel itself in business and
realise its responsibilities to community,
HDBank has always strived for a
dynamic, transparent, compassionate
and professional corporate culture. In
aiming that, we would like to increase
our community support and our social
contribution.

Throughout its history, HDBank has
continuously worked on creating better
products and services, supporting

and financing various industries and
enterprises. In response to these
incessant efforts, the bank has been
acknowledged and trusted by not only
its customers and partners but also
experts and officials, both domestically
and internationally, for its merit, its
professionalism and its products

and services. In 2012, the bank was

honourably commended with awards
such as ‘Best Cash Management

in Vietnam’, “Top 500 Enterprises in
Vietnam’ and ‘Best Savings Bank in
2012’. Furthermore, HDBank proudly
received the Labour Order of the
Government of Vietnam, praising its
contribution to the development of
banking and economy in Vietnam.

Continuing the trend from 2012, 2013

is shadowed with forecasts about the
slow recovery of the global economy,
hindered by various hidden obstacles.
According to World Bank (WB), global
economic growth will stagnate at 2.4%,
just a fraction higher than last year figure
of 2.3%. More importantly, the idle state
of the traditional economic powerhouses
i.e. the US, Japan and Europe will
extend and affect exporting economies
in Asia, including Vietnam.

Taking this into account, the BoD and
BoM will devise and accommodate
flexibly various strategies against

this ever-changing market. We are
confident that the current situation,
despite its unforeseen obstacles, only
encourages us to maximise and exhibit
our strengths in order to improve our
performance and bring the best results
to our investors, shareholders, partners,
customers and community.

To realise this commitment, justify

our vision and become a top bank

in Vietham operating in Business,
Investments and Retail Banking, in
2013, HDBank will focus its resources
in the following objectives:

e Completing our business strategy and
operating model: we will continue to
improve our matrix management while
maintain a harmonious, coherent and
efficient link between different divisions,
down from the Headquarter to each
branch.

e Strengthening the Boards’
competencies and accountability: we
will identify the role and responsibility

of each member of the BoD so that
they can perform better while being
more accountable to the Board and the

Shareholders General Assembly.

e Employing a sustainable and efficient
approach in development: the BoM will
focus on a sustainable assets growth
and observe tightly non-performing
loans. The bank will also increase its
awareness in credit and risk controls.

* Promoting the bank image and
establishing better and broader
connections with both domestic and
international investors, partners and
customers.

e Further upgrading our current banking
technology with the aim of integrating
ICT in the bank management and
introduction of better products and
services.

e Improving our communication and
public relations in order to promote
our slogan ‘Committed to the best
interests’ in the bank management
and operations.

On behalf of the BoD, | would like to
thank all of you, our Shareholders,
Partners, Customers, State Regulatory
Offices, HDBank staff, for your trust
and support in building a better
HDBank. | sincerely hope that you

will always accompany us in our next
developing stages.

| wish you all good health, happiness
and success!

Sincerely,

LE THI BANG TAM
Chairwoman of the Board of Directors

OVERVIEW
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ORGANISATION STRUCGTURE

BOARD OF SUPERVISION

INTERNAL AUDIT
DEPARTMENT

HO CREDIT
MANAGEMENT COMMITTEE

CORPORATE CUSTOMER CONSUMER BANKING RISK MANAGEMENT
= DIVISION — DIVISION TREASURGRIEIS BB 2 CONTROL DIVISION
POLICY & PRODUCT RISK MANAGEMENT
DEVELOPMENT DEPT. PRODUCIIDERS TREASURMIEERS & CONTROL DIVISION
INTERNATIONAL ASSET EVALUATION
e | SALES SUPPORT DEPT. INVESTMENT DEPT. oo
B ;) £ MIANAGEMENT DEPT.

— CARD DEPT. — LEGAL DEPT.

SALES & SERVICE
CENTER

mms| INTERNAL CONTROL DEPT.

NON-PERFORMING
LOAN COLLECTION DEPT.




SHAREHOLDER’S MEETING

BOARD OF DIRECTORS

BOARD OF MANAGEMENT

1

HUMAN RESOURCES
DIVISION

SUPPORT I
DIVISION O IT CENTER
IT INFRASTRUCTURE
PLANNING DEPT. l DEPT.
CEO'’s SECRETARY L APPLICATION
CEO’s PERSONAL ASSISTANT DEVELOPMENT DEPT.
MANAGEMENT & DEVELOPMENT | S5 S} IT PROJECT
NETWORK DEPT. IMPLEMENTATION TEAM

HUMAN RESOURCES
DEPT.

TRAINING CENT

BRANCH/TRANSACTION k _
CENTER
TRANSACTION OFFICES

BANKING MANAGEMENT
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SOARD OF DIRECTORS

(Sitting from left to right)

Ms Le Thi Bang Tam

Chairwoman of the Board of Directors
Excelling in financial and national budget
management, especially in external
financial affairs, she has made significant
contribution as the chairwoman in

the development strategies and
achievement of the bank.

She used to be the Department Director
and General Director of the Central State
Treasury, Deputy Minister and memiber

of the Party Cadre Board of the Ministry
of Finance and Chairwoman of the State
Capital Investment Corporation (SCIC).
She graduated from the Advanced
Economic Management course and holds
a doctorate degree in Credit Finance in
the Soviet Union. She also received the
International Finance Certificate from the
NorthUniversity London.

Ms Nguyen Thi Phuong Thao
Standing - Vice Chairwoman

She has worked many years in private
sectors in Vietnam and other foreign
countries, especially in Banking and
Finance. She has not only participated
in the management of some overseas
banks, but also founded and managed
a number of banks in Vietnam.

As the Standing Vice-Chairwoman of
HDBank, she has carried out many
reforms, contributing to the bank
sustainable growth and development.
Besides active roles in various
businesses, she also takes part in
other educational, social and charitable
organizations with a purpose of
strengthening community connections.
She holds a doctorate degree in
Economic Cybernetics from the
Mendeleev Institute, a BA degree

in Credit Finance from the Moscow
Commerce Institute, a BA degree in
Labor Economic Management from the
Moscow National Economics College.
She is also a founding member of the
Academy of System Research of the
Russian Federation.

(Standing from left to right)

Mr Luu Van Son

Board member

He has gained extensive experience

in trade, import-export, and foreign
relations, both domestically and
internationally. With the ability to seek
and capitalise opportunities in new
businesses, he is expected to bring
significant results to HDBank, thus mark
great progress of commercial banks in
Vietnam.

He has performed for many years

at management level for HCMC
SOVICO ZAQO, Viet Nam Electronics
Export-Import Joint-Stock Company,
SGS Rubber Investment Joint-Stock
Company and Saigon-Phu Quoc Sovico
Joint-Stock Company.

He holds a bachelor degree in Business
Administration.

Mr Nguyen Huu Dang

General Director

He has been working at HDBank for 10
years. With his years of experience in the
banking sector, he regularly offers new
strategies which bring practical results to
the development of HDBank.

He used to serve as managing and
officer at non-state credit organisations
and credit officer in other orgnisations.
He also worked at the branch of the
State Bank of Vietnam in Dong Thap
Province and at the Vietnam Bank for
Industry and Trade (VietinBank).

He holds a BA degree in Banking.

Mr Luu Duc Khanh

Vice Chairman

As an expert in the banking and finance
sector a member HDBank BoD, he has
initiated many strategic orientations in
business activities, risk management
and technology in order to transform
HDBank to a modern bank with
international standards.

He served many important positions
at HSBC, Techcombank and ABBank
and contributed to their stable

_ 58 = -
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successes in Vietnam.

He holds a bachelor degree from the
Lvov Polytechnic College in the Soviet
Union, a bachelor degree in Economics
fromm HCMC University of Economics
and a MBA degree from the New
England University in Australia.

Mr Diep Dung
Vice Chairman
He has extended experience in
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construction, industry, banking and Company and HCMC State Finance
finance. As a board member, he assists Investment Company.

the BoM in devising strategic steps and He holds an MA degree in Corporate
attracting new business opportunities to  Finance and graduated from the

the bank in order to improve its overall AdvancedPolitics course.
performance.

He participated at many management

positions in Tan Thuan Export and

Processing ZoneConstruction and

Business Joint-Venture Company,

TanThuan Industrial Development
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REPORT OF THE BOARD

OF DIRECTORS

H Overview of 2012
At the close of 2012, the global
economy still experiences difficult
developments of the ongoing
financial crisis while there is no
immediate closure on the sovereign-
debt crisis in the Eurozone. In
addition, growth continues to
stagnate across the globe. On one
hand, developed countries, such as
the US and Japan, show no sign
of possible economic recovery. On
the other hand, the ‘dark horses’ —
emerging economies with recently
fast growths — have begun to exhibit
gaps in their impressive records.
Without exception, the Viethnamese
economy also got caught in this
chain of events and has suffered

many difficulties in both the public
and private sectors. Coupling with
the unsolved internal complications,
Vietnam has seen a series of adverse
effects to manufacturing, business
and daily life e.g. decreasing
consumers’ needs, stagnant goods,
mass bankruptcies, especially in
construction and real estate, and
increasing non-performing loans in
commercial banks.

In the wake of these challenges,

the Government has issued several
directives in macromanagement in
order to restructure the economy
and redistribute resources for the
next developing phases. In response
to these directives, the BoD and the
BoM have proposed and enforced

critical decisions to preserve and
accomplish the objectives.

B Assessment of

the BoD on the
implementation

of the resolutions
approved by the 2011
General Meeting of

Shareholders

Following closely the aims and
objectives set out at the 2011
General Meeting of Shareholders,
the Boards have acted promptly
and decisively against the market
challenges and completed the
targets proposed at the 2011
meeting.




These objectives are as follows:

e Completing the rebrand to
‘HCMC Development Joint-Stock
Commercial Bank’ at all levels.

¢ Increasing the charter capital up to
VND 5,000 billion.

¢ Restructuring thoroughly the
bank management, focusing
on business, operation and risk
management.

Investing on the ICT system to
maintain its competitiveness and
its active role in products and
services development.

* Promoting the bank image
and expanding the domestic
connections and network by
opening up to 123 branches.

¢ Introducing exclusive products and
services for small and medium

enterprises; increasing capital
investments; improving Business
Banking; seeking for partnering
and M&A opportunities to enhance
the bank capacity.

e Complying with the state directives
in and the legislative framework on
the operation of commercial banks
and, especially in risk mitigation
and sustainable development.

e Establishing partnerships with more
than 300 banks in 150 countries
and territories.

We also achieved the following

financial targets:

e Profit before tax reached VND 427
billion, equivalent to 106.7% of the
assigned target.

e Total assets stood at VND
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52,783 billion, equal to 102.5%
of the assigned target and up by
17 .23%, or VND 7,758 billion, in
comparison to 2011.

e Deposits rose to VND 46,368
billion, accomplishing 103% of the
assigned target and increasing by
16.85%, or VND 6.685 billion.

e Total loans reached VND 21,148
billion, equivalent to 116/ of the
assigned target.

e Dividend payout ratio reached 7%.
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REPORT OF THE BOARD OF SUPERVISORS
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(From left to right)
Mr To Xuan Thanh

Board member

He held many important management
positions and has gained extended
experience in the banking and finance
sector. As a result of his outstanding
achievements, he has been conferred
the title of ‘Emulation Fighter’at the bank
and also received the ‘Certificate of Merit’
from the Prime Minister.

He has been a member ofthe Board

of Supervisors (BoS) since 2010 and
held responsibility in the management
of all HDBank branches in the North

of Vietnam. He previously served

many management positions at

Vietnam Development Bank, Au Viet
SecuritiesCompany and NOBLECAPITAL
Investment Joint-Stock Company.

He holds a doctorate degree in
Economics and an MA degree in Banking
and Finance from MEBF (France).

Mr Dao Duy Tuong

Chief of the Board of Supervisors
He has 15 years of experience in the
accounting and finance sector. Being
an active and capable individual,

he has played an important role in
supervising the bank, ensuring the
safety and effectiveness of its operation
in accordance with the requirements of
HDBank and the SBV.

He has worked in the BoSsince
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2010. Previously, he worked as Chief
Accountant of Song Hong Company,

Phu Aninfrastructure Development

and Construction Company, Song Viet
Investment Joint-Stock Company.

He holds a bachelor degree in Accounting.

Ms Nguyen Thi Phung

Board member

She has gained 17 years of experience in
the banking and finance sector. She joined
HDBank in 2003 as the Controller and
Intemal Auditor. Since 2008, she has served
as a Member of the BoS at HDBank. During
her time at HDBank, she has made great
contribution to the development of the bank.
She holds a bachelor degree in Credit
and Monetary.



l 2012 activities and 2013 plan

Having suffered from the extended
global financial crisis, in comparison to
2011, many difficulties have ensued in
the banking system in 2012 and affected
negatively to the overall operation. The
credit-monetary relation was strained

not only between banks and businesses
but also between banks and credit
organisations.

In its evaluation of the market, the BoS
have consulted the BoD on several
issues such as tightening the operation
control; maintaining a balanced
statement and the liquidity for the

bank; increasing capital efficiency and
follow the SBV directives in keeping

the balance between credit growth,
economic growth, inflation and exchange
rates.

Every quarter, the Board convenes
ameeting to inspect and assess the
operating situation of the bank and, if
necessarily, interfere and adjust timely
in response to the arising challenge.
Despite its humble human resources
and the significant expansion of the bank
in terms of branches, total assets and
charter capital, the Board is still able to
participate proactively in the operation
management and control.

In term of internal audit, the

Board had completed its internal auditing
plan since the beginning of 2012.
According to this plan, the Internal Audit
Department conducted the inspection
on almost all important aspects of the
operation of the bank e.g. credit control,
capital mobilisation,capital investment,
accounting, spending and purchasing,
infrastructure and monetary activities.

Adopting the methodologies of risk-

based audit and complete audit, the
Internal Audit Department performed
assessments on 84 units across the

country. This process helped the Board
identify weaknesses in each unit and
devise suitable adjustments.

In light of the aggravating frauds

and embezzlements, the Board

also instructed many special and
unannounced audits into units with
highly risky operational history. In
overall, the number of audits this year
is 17% higher than that of 2011. This
increase, coupling with additional
techniques deployed by the Board
such as interviewing customers and
consulting with industry-specific experts,
has improved the audit quality and also
ensured the timeliness and precision

in identifying, preventing and mitigating
operational errors in human resources.

In order to perform these tasks, the
BoS has steadily enhanced the abilities
of the auditing teams at regional and
local branches. This development
allowed their independence from the
Headquarter and encouraged them

to conducting more frequently both
irregular and regular audits.

As part of its own scheme, the Board
has extensively improved its internal
control. The scheme focused on

critical issues such as a transparent
decentralising and delegating system
that ensured clarity in roles and
responsibilities of each unit; the cross-
checking mechanism between members
and sections of each division; regulations
that enforced limits on transactional
risks; and the process of evaluating,
inspecting, approving and authorising
transactions.

In 2013, in response to the shareholders’
wishes expressed at the general
meeting, the Board aims to further
integrate its participation in the controlling
of the bank operation. Aside from its

traditional functional model, the Board
will make more frequent use of risk-
based audit. The yearly auditing plan will
rank units according to its operational
risks; hence, prioritises units with

highly risky operation and allows more
resources to be focused on their audits.
In overall, based on the self-assessment,
internal control and risk categorisation at
every management and operating level,
the Board will conduct its own sampling
and inspecting process in order to
produce actual and precise evaluation.
Furthermore, to answer the call for
restructuring from the Government,

the Board will actively follow the bank
directives in examining the current roles
and responsibilities of the internal control
and risk management departments; the
mechanism of cooperation, use and
share of information; and the process of
evaluating and remunerating.
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SOARD OF MANAGEMENT

(Sitting from left to right)

Mr Pham Thien Long

Deputy General Director

He has 15 years of experience in the
banking and finance sector. With an
adept knowledge of the Vietnamese
market, he has contributed greatly to

the structuring and development of the
Business Banking at HDBank.

He previously served at HSBC, ACB and
ABBank.

He holds a master degree in International
Management from ESCP-EAP in France
and a master degree in Finance from AT
in Thailand. He also took part in training

courses and placement schemes in
more than 20 countries.

Ms Nguyen Doan Duy Ai

Deputy General Director

Being an active, confident and
knowledgeable individual in the banking
and finance sector, she has made
significant contribution to HDBank,
notably in maintaining the liquidity of the
monetary activities.

She used to work for many years in
international payment, banking and
finance sections of various domestic and
international banks like Crédit Lyonnais,
VPBank and Techcombbank.

She holds a bachelor degree in Banking
Credit.

Mr Nguyen Huu Dang

Member of the Board of Directors
and General Director

(see more information in the Board of
Directors section)

Mr Nguyen Minh Duc

Deputy General Director

With many years of experience

in managing financial and credit
organisations, he has contributed
significantly in HDBank success,
especially in risk management and
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organisational compliance.

He used to be an academic staff at the
Faculty of Economy, Maritime University
and also serve at several banks in
Vietnam.

He holds a master degree in Economy
and a bachelor degree in Law.

(Standing from left to right)

Mr Le Thanh Trung

Deputy General Director

He has more than 20 years of experience
in the banking and finance sector, both
domestically and internationally. In
addition, he specialises in operational

management, organisational structuring,
risk management and customer
relations.

Previously, he served at Vietcombank
and Shinhan Vina Bank.

He holds a doctorate degree in Economy
and a bachelor degree in Law.

Mr Dam The Thai

Deputy General Director

With an extensive knowledge of

the retail market in Vietham and an
active and creative charisma, he has
played an important role in structuring
and developing the Retail Banking

at HDBank; and in enhancing the
connection and cooperation of HDBank
with domestic and international partners.
He is also responsible for the diversifying
of the bank products and services

and the transforming of HDBank to a
sophisticated and dynamic model.

He worked at the branches of ANZ

and HSBC in Vietnam and served at
management level of ACB and ABBank.
He graduated from the Banking
Academy in Vietnam and received an
MBA degree from Solvay Business
Schooal.

Mr Le Xuan Vu

Deputy General Director

He gained almost 20 years of experience
in the banking and finance sector,
serving as the Deputy General Director of
Techcombank and other management
positions in technology, business and
strategy at HSBC and McKinsey.

He received an MBA degree from the
North Central University in the US.

Mr Pham Van Dau

Chief Financial Officer

With more than 15 years of experience
in the banking and finance sector, he
is responsible for the efficient financing
operation and the detailed planning of
the development of the bank.

Mr Le Thanh Tung

Deputy General Director

In his stay of more than 12 years at
HDBank, he has exhibited his leadership
and business awareness, managing

regional and local branches, expanding
the operation network and contributing
to the bank growth.

He holds a bachelor degree in Economy
and in Law.

Mr Tran Hoai Nam

Deputy General Director

He has extensive experience in the
banking and finance sector, notably in
managing business banking and financial
institutions. He is currently responsible
for the managing and developing of
Business Banking at HDBank; and

the expansion of the bank network

and cooperation with domestic and
international partners.

He used to work at the management
level at Citibank and VIB.

He graduated from the Hanoi University
of Science and Technology and received
a master degree from AlT in Thailand.

Mr Pham Quoc Thanh

Deputy General Director

He has gained 20 years of experience in
banking, especially in risk management,
structuring and orienting macro activities
in Business Banking.

He previously served at HSBC, ACB,
ABBank and Techcombank.

He holds a bachelor degree in Banking
Credit and in Foreign Language.
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B About the bank

HDBank is a joint-stock company,
whose incorporation and operation
comply with the Credit Institution
Law approved by the SBV in
Document no. 6752/NHNN-TTGSNH
on 19 August 2011.

The bank operation framework is
referred in:

e Article 32, Credit Institution Law, 2010.
e Article 24, Circular no. 40/2011/TT-
NHNN. 15 December 2011

e Section 1 article 19, HDBank
Operation Regulation, amended on 27
April 2012.

Furthermore, this framework is also
based on international regulations

and standards, as advised by
PricewaterhouseCoopers Viethnam (PwC).

l BOD committees

¢ Risk management committee:
assisting the BoD in establishing a
professional and coordinated process
of managing risk, thus achieving
operational targets safely and
efficiently.

® Human resources division: assisting
the BoD in recruiting, planning,
training, mobilising, assigning and
discharging staff according to the
laws; in addition, helping the BoD
mitigating risk in order to improve
HDBank structure and workforce.

¢ HO credit management committee:
the highest authorised office in credit
management and able to approve
and sanction credit policies, credit
risk policies and credit activities.

¢ Asset-liability committee (ALCO):
managing assets and liabilities
accordingly to HDBank business
strategy; also identifying risk limits
and mitigating liquidity risks.

Il Management policy

The roles and responsibilities of the
Shareholders General Assembly,
BoD, BoS, General Director and other
divisions are specified in the HDBank
regulations as follows:

The Shareholders General Assembly
is the highest voting office in HDBank.
The Assembly makes decisions on
the structure and management of the
bank, BoD and BoS of each term;
elect, discharge, dismiss, add and
replace a member of the BoD or the
BoS accordingly to the laws and the
bank regulations.

The BoD is able to decide and exert
its power on all aspects of the bank
operation, except those that belong to
the Assembly jurisdiction.

The current 2012-2017 BoD was
elected at the 2011 General Meeting
of Shareholders, according to Decision
no. 18/2012/NQ-BHBCD on 27

April 2012, consists of 6 members
that are experienced, trained and
knowledgeable in banking.

The BoD is responsible for the lawful
and legal authorising and assigning
policy in the BoD, BoM and BoS. The
General Director, assigned by the

BoD, is the chief executive officer and
legal representative of the bank and
accountable to the BoD. The BoM
consists of Deputy General Directors,
Chief Financial Officer, Chief Accountant,
committees and divisions.

The structuring and organisation of the
BoM, divisions and departments should
help creating a professional, efficiency

and self-sustainable management model.

H Related party policy

A party is considered related to the
bank if:

(a)Directly or indirectly through one
or more agents, controlling or being
controlled by the bank, investing and
having influence on the bank.
(b)Being a joint-stock or join-venture
company wherein the bank is a
partner.

(c)Having a member acting in the

BoM of the bank or its parent
company.

(d)Being a family member of any
individual qualified section (a) or (c).
(e)Directly or indirectly under the
control, influence or voting power
of any individual qualified section
(c) or (d).

According to the bank regulations,
the BoD is able to approved contracts
between the bank and its subsidiaries
or partners. Contracts between the
bank and any member of the BoD,
BoM, BoS, major shareholders and
related parties must not exceed 20%
of the bank charter capital recorded
in the most recently audited financial
report. In this case, the related parties
do not hold voting power.

More information on related
parties and transactions with
related parties is to be found in the
financial report section.

Hl Shareholder information
and relations
HDBank is always committed to the
best benefits of its shareholders. We
aim to preserve the shareholders’
rights and responsibilities, maintain
our transparency to the shareholders
and create trust in the shareholders. In
return, we encourage the shareholders
to uphold their transparency and care
to the bank activities.

In 2012, we have improved in these
specific areas in regard to shareholder
relations:

e Publication quality: comprehensive
information through various means of
media.

e Publication frequency: timely updates
and the ease of access to the bank
website for shareholders.

e Communication: maintaining
constant communication channels and
promptly responses to shareholders’
enquiries about the bank operation,



plan and strategy.

e Network: organising meeting, talks,
conferences and events to stimulate
information and knowledge transfers.

e Promotion: focus on the efficiency of
public relations and media events to
spread the bank image.

¢ Organisation: improving the operation
of shareholder relations to further
connect the bank and its shareholders.

B Internal audit and its
implementation
In conformance with the legal auditing
framework, HDBank organises the
Internal Audit Department and its
activities in a vertical management
system. This department will answer
to the BoS and take responsibility of
auditing units at all management levels.

The department is to conduct
independent and objective

examination and inspection of the
internal controlling system; the
suitability and compliance of the bank
regulations, policies, procedures,

and processes; and to propose
amendments and adjustments to
improve the safety, efficiency and
legitimacy of the bank operation.

In 2012, the department conducted
audits, including 118 unannounced
audits, on 81 business units and 3
HO units. Based on these results, the
department issued 1,327 requests,
including 60 requests to the General
Director regarding authorising and
managing human resources. Except
for the 5 units that were audited at
the end of the year, 5 units have
completed their adjustments while 20
units have completed more than 90%
of the amending processes, the rest
are still in progress.

H Assigning independent
auditor
The independent auditor has the
responsibility of auditing the bank
operation in one fiscal year. In
compliance with the Vietnamese
Standards on Auditing, the auditor
makes independent remarks on
the transparency and validity of the
financial report and its presentation,
the applied auditing methodology and
the estimations of the BoM.
Since 2006, Ermnst & Young Vietnam
has been selected as the independent
auditor of HDBank. This collaboration
was extended to the 3 years from
2011-2013 in a contract on 29 May
2011. The contract fully complies with
article 3 of Circular no. 39/2011/TT-
NHNN on 15 December 2011 about
the independent audit in foreign credit
organisations and banks.
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Hl Commitments to partners’ best interests

HDBank aims to follow its commitments and focus its resources to
make practical contribution to the harmonious, mutual and lasting
cooperation with its partners.

To uphold its commitments, HDBank always care for the safety,
transparency and efficiency of its operation. In addition, the
bank pays significant attention to its partners’ financial needs
and interests in order to build mutual trust, respect, care and
understanding. Furthermore, to the bank, partners do not only
mean customers but also staff, partners, shareholders, investors
and community.

To shareholders and investors, we share information and
knowledge on a basis of mutual cooperation, development and
achievements.

To customers and partners, we provide the best financial products
and services. We believe that it is not the payments of interests and
capital, but the mutual and sustainable developments of you, our
ultimate goals and joys.

To staff, HDBank always care for your dalily life, ensuring that you
will be to maintain an adequate life while having access to all the
career prospects and developments.

To community, HDBank wish to contribute to its development and
well-being.

B Social responsibility

From a very early stage, we have realised the importance of giving back
to the community. It is our right, our responsibility and our benefits.

With that mindset, we have always dutifully completed our tax payment;
raised awareness among community about environment protection,
and equality; improved the health and safety, training and life quality of
our staff. Every year, we spent resources on various endorsements,
community projects and charitable activities such as scholarships,
houses and funds for organisations, families and students from less
privileged background.

In addition to the practical benefits to community, our social
programmes help highlighting a friendlier and more compassionate
image of the bank; hence, contribute to the sustainable development

of not only the bank but also the social well-being and the economic
integration.
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INdependent Auditor's Statement

To: The Shareholders of Ho Chi Minh City Development Bank

We have audited the financial statements of Ho Chi Minh City Development Bank (“the Bank”), previously known as Housing
Development Bank, which comprise the balance sheet as at 31 December 2012, the income statement and the cash flow
statement for the year then ended and the notes thereto.

The preparation and presentation of these financial statements are the responsibility of the management. Our responsibility is to
express an opinion on these financial statements based on our audit.

Basis of Opinion

We conducted our audit in accordance with the Vietnamese Standards on Auditing. These standards require that we plan and
perform the audit to obtain reasonable assurance to determine whether the financial statements are free from material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by the management, as well as evaluating
the overall presentation of the financial statements. We believe that our audit provides a reasonable basis for our opinion.

Audit Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the Bank as at 31 December 2012, and
of the results of its operations and its cash flows for the year then ended in accordance with the Vietnamese Accounting Standards
and Accounting System for Credit Institutions and comply with relevant regulations stipulated by the State Bank of Vietnam.

/7 CONG TY 7
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Emnst & Young Vietnam Limited

Mich\aeTﬁl_im Hoang Thi Hong Minh
Deputy General Director Auditor
Certificate No: 0629/KTV Certificate No: 0761/KTV

Ho Chi Minh City, Vietham
25 March 2013
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SEPORT OF THE BOARD OF MANAGEMENT

B Vietham economy in
2012

In 2012, Vietnam socio-economy
continued to suffer the adverse effects
from the prolonged global financial
crisis and the sovereign-debt crisis in
the Eurozone. Consequently, Vietnam
faced a series of economic aggravation:
decreasing consumers’ needs, stagnant
goods, strained business banking, price
fluctuations, weakened stock market,
idle real estate market, increasing non-
performing loans ratio and complication
in gold price.

Given this challenging climate, the
banking system was also affected
badly: increasing competitiveness in
the market, slow credit growth, sharp
rise in non-performing loans, significant
decrease in profit, mass bankruptcies
of credit organisations, restructuring,
laying off and wage and benefit cuts in
banks. Notwithstanding these difficulties,
the SBV has issued several decisions to
cut interest rate and maintain exchange
rates.

GDP growth stood at 5.03% in 2012.
Although this figure is slightly lower than
the estimated rate, there was a gradual
progress over the quarters, starting from
4.64% in the 1st quarter to 5.44% in the
last quarter. CPI registered at 6.81%,
remarkably lower than that of forecasts.

M HDBank in 2012

Despite the aspiration of achieving great

results in 2011 and the announcement

of great bonus to its staff, HDBank still
faced a number of complications:

e Non-performing increased remarkably
due to the stagnating status of
manufacturing, business, real estate
and stock market.

e The capping of deposit interest rate
restrained HDBank initiation in strategic
orientation.

¢ The challenging economy forced

the bank to adjust accordingly its
operational targets.

Nevertheless, HDBank still benefited

from the following factors:

¢ The timely and precise decisions from
the Boards and the proactive attitude
of HDBank staff.

¢ A focus on a safe and efficient
operation in an adequate legal
framework.

¢ The increasingly trusted and popular
motto ‘Commitment to the best
interest’.

l 2012 action plan

Improving the human resources:

e Continuing and accomplishing the
customer-based restructuring of
the bank operation and divisions.
Operation will focus separate section:
Corporate Banking, Small and Medium
Business Banking and Retail Banking.

e Conducting 4 evaluations per year
aiming at staff in Business Banking,
Retail Banking, Operation and Human
Resources divisions.

e Standardising job titles in each unit.

e Employing Key Performance Indicators
(KPI) in devising an accurate wage and
benefit policy.

Integrating the brand recognition system:

e Organising marketing and promotion
campaigns aimed at business and
individual customers in order to
improve the bank competitiveness.

e Endorsing and organising various
events to promote the bank brands

e Standardising the decoration of
branches throughout the system.

Increasing the compliance and control in

management procedures:

e Controlling the credit and deposit
growths.

e Raising the rigor level in compliance

and control.

e Procuring documents on lending
insurance.

¢ Improving the professional procedures
in managing indices on risk, liquidity,
market and operation.

e Regularly conducting internal
controling and auditing processes.

Expanding the bank network:

e Standardising branches throughout
the system to maximise their operation
and the local resources.

e Establishing more standardised offices
in order to increase inter-branches
supports.

Improving the products and services

quality:

e Applying a unified interest rate and
banking fee policy throughout the
system, thus improving the customer
services. Promoting better offers and
benefits to VIP customers to extend
their supports.

e [ncreasing the quality of iBanking,
SMSbanking and Mobile Banking to
satisfy customers and stay competitive
in the market.

e Organising training courses on banking
products and services to maintain
the staff familiarity and knowledge in
customer consultancy and sales.

e |ssuing a set of criteria to evaluate the
products, services and staff quality.
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Bl 2012 results

Targets 2012 blan Achieved Compared to 2011 % compared
s - 2011 2012 Rate (+,-) | Ratio (+,-) | to the plan
Total assets 51,500 45,025 52,783 7,758 17.23% 102.49%
Deposits 45,000 39,684 46,368 6,684 16.84% 103.04%
Total loans 18,215 13,848 21,148 7,300 52.72% 116.10%
Non-performing loans <2.5% 1.63% 2.35% 0.72%
Profit before tax 400 566 427 (139) (24.56%) 106.75%
Charter capital 5,000 3,000 5,0000 2,000 66.67% 100%
ROE 13.81% 14.27% 9.12%
ROA 1% 1.06% 0.9%
Number of branches | 130 120 121 0.83%
CAR 25% 15% 14.01%
Profit before tax
In spite of operating in the increasingly FRQFINESAORISIAN
competitive market, HDBank, led by the
BoD, still achieved a profit before tax of 600 e
VND 427 billion, up by 6.75% compared - 500 P
to the 2012 plan. %3 400 o1
@) 300 255
z
> 200
100 80 II
0 I I
2008 2009 2010 2011 2012
Total assets
Total assets stood at VND 52,783 TOIAL ASEEIE
billion, up by 2.5% compared to the
2012 plan and by 17%, or VND 7,758 60.000 52,783
billion, compared to that of 2011. < 50.000 45,025
2 40.000 s400
o]
QO 30.000
=z 19,127
> 20.000
10.000 [_|9'558 Il
2008 2009 2010 2011 2012
Charter capital
At the end of 2012, charter capital CHARTER CAPITAL
reached VND 5,000 billion and achieved
the target of the 2012 plan, up by 5000
66.7%, or VND 2,000 billion, compared = 5.000
to that of 2011. = 4000 o
O 3.000 '
=z 2,000
> 2.000
1 OOO 1,650 1,650
N [ |
2008 2009 2010 2011 2012



Deposits

As a result of continuing promotion and timely adjustment from the Boards, deposits
in 2012 reached VND 46,368 bilion, accomplished 103% of the 2012 plan, up by
16.84%, or VND 6,684 billion, compared to that 2011.

DEPOSITS BY SOURCES
VND bilion

46,368

50.000
40.000
30.000
20.000
10.000

30,494
39,684
25,957

7,772
3,368
2,234
17,119
8,056
3,743
5,320
9,909
11,148
9,437
14,749
12,180
12,755
11,950
8,461

2008 2009 2010 2011 2012

. Total Indi viduals .| Economic organisations [l Credit organisations

DEPOSITS BY TERM
VND billion
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DEPOSITS BY CURRENCIES

VND billion

46,368
43,139

50.000
40.000
30.000
20.000
10.000

39,684

2008 2009 2010 2011
. Total Gold

[l Foreign currencies
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Credit activities
The bank maintained a healthy and efficient credit operation. Total loans reached VND 21,148 billion, up by 16% compared to
the 2012 plan and up by 52.72%, or VND 7,300 billion, compared to that of 2011.

TOTAL LOANS BY CUSTOMERS

VND bilion
25,000 :
20.000
15.000
10.000
5.000
2008 2009 2010 2011 2012
Total Indi viduals . Businesses
TOTAL LOANS BY CUSTOMERS
VND bilion
21500 ) 5 &
16.500 . R 2 g
11,500 I R = :
6.500 s % 8 2 h 8 g B
1500 L . L
2008 2009 2010 2011 2012
Total Short term .. Medium and long term
TOTAL LOANS BY CURENCIES
VND billion
25.000 : 5
20.000 5 e
15000 . . 8 g 2 3
10000 5 8 i : i . .
5.000 : o S s .

2008 2009 2010 2011 2012
Total Gold L. Foreign currencies Bv\D
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RETAL BANKING

B Developing current
products and
implementing new
services

Savings and personal services:
smart solutions

HDBank proudly provides
customers with a range of
diversified products and services
with flexible terms of interest
payments and additional benefits.
In addition to the traditional
termly savings accounts, in 2012,
HDBank introduced 2 more types
of accounts, ‘Future Savings’ and
‘Life Savings’. In the case of the
latter, it is offered with an additional
insurance policy worth up to VND

24 billion.

Additionally, the bank also roll

out the ‘iSmart Account’, a
combination of traditional account
with sophisticated technologies
and services, allowing customers to
maximise its benefits and utilities.

2012 also marked the growth

in remittance activities between
HDBank and Western Union. It also
encouraged HDBank to become an
affiliated member of the Western
Union network in 2013.

Smart banking: universal access to
your account

Since its introduction in 2009, eBanking,
now called ‘Smart Banking’, has

upheld its motto ‘Easy, safe and

WGLIYEN THI THRNH PHUOHG
R DICHYIEN

handy’ and provided customers

with better management of their
personal finance. After 4 years of
continuous development, the service
allows customers to check account
details, request statements and make
transfers inside and outside HDBank.
Furthermore, customers are now able
to topup their mobile phones, process
card payment, electronic payment
and credit payment, and open online
savings account. In 2013, HDBank
aims to provide customers with more
sophisticated, better time-efficient, cost-
efficient, and more secure services.

Lending: outstanding services,
optimised benefits

In 2012, HDBank, in association with
partners in insurance, real estate and
automobile, has introduced various



promotion packages, offering better
interest rate and stimulating consumer’s
needs and business activities.

B Cards

Smarter products

In 2012, HDBank has made

an enormous step in its card
development. The bank officially

became a member of the Visa network

and introduced its own debit and
credit cards, powered by the highly
secure EMV technology.

In addition, the bank announced its
exclusive myCard series, a product
that allows customers to customise
the card design.

Better services
Aside from the introduction of new

cards, the bank focused greatly on
providing customers with better
experience with its cards, notably the
interbank card transfer. Customers
using HDCard are able to transfer and
receive instantly on any channel, be it
iBanking, mBanking or ATM.

HDBank also offers student-oriented
products and services. The bank
has collaborated with a number of
universities, notably Vimaru, the
biggest university in Central Vietnam.
Maximised benefits

HDBank has worked in association

with partners in different sectors to offer
customers a variety of discounts and
promotion with values up to 50%.

2013 action plan
HDBank aims to upgrade its card

products and services, making

them more efficient and secure for
customers’ uses. The bank also hopes
that it will maintain the growth and
balance of its card operation, quality
and quantity-wise.

2012 OPERATIONAL REPORT
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H Retail banking

Despite the adverse effects of the global economic and financial climate on banking,
Retail banking at HDBank has achieved remarkable results and cemented its
position in the market:

Individual deposit growth at 76%

Individual customer growth at 143%

Domestic card growth at 281%

International card growth at 2,823%

Equivalently, the bank achieved a net growth of VND 4,704 billion of deposits,
248,790 customers, 26,207 eBanking customers, VND 256 billion of remittances.

Although only being introduced since October 2012, the bank has issued an
impressive 5,612 international cards, 1,691 of which are debit cards and 3,921
of which are credit cards. These figures suggest a promising market for HDBank

advancement.
Deposits Individual customers
422,512
25,957
14,749 173,722
2010 2011 2012 2010 2011 2012
Domestic debit card Total loans by spending catogeries

229,479

. Charter capital 34%
Medium and long term business plan 1%

08 _] Installment payments in manufacturing 1%

14,161
. Comsumer real estate 9%

2010 2011 2012 - Business real estate 23%
_] Automobiles 4%

- Stock market 10%

J Mortgages, discounts, advances

. Other




l 2013 strategy

In 2013, HDBank aim to increase the deposit
net growth by 62%, lending growth by 15%,
individual customer growth by 137% and profit
before tax up to VND 140 billion.

On the underlying basis, the target for the
individual customer growth is achievable when
the bank successfully provides the payment
services to schools and business. Based on the
investment in technology and the improvement in
services, the bank will continue to the installation
and expansion of its network of ATM/POS.

In addition, the bank has to actively enhance

its connections with partners in insurance,
utilities and transport; and promote its Retall
banking through these partners and attract their
customers to its products and services.

Besides, the bank needs to continuously update
the standards and policies on its own products
and services to retain its competitive edge. For
instance, the bank should creating promotions
and offers in packages, raising the popularity and
improving the quality of its own card products
and services, continuing the staff training and
the installation of POS, and creating a privileged
community for its card customers.
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N NONG THON VIET NAM

2% NGRIBANK

BUSINESS BANKING

Hl Overview of 2012

“..Bye Credit: side by side relieving and overcoming challenges
comm The Business banking have announced many promotion
interes campaigns, focusing on preferential interest rate, flexible
has tire lending policy to small and medium enterprises, exporting and
broug} importing businesses, and agricultural and rural activities.

man
toma In order to introduce these offers, the bank has actively
econoi

sought for access and connected businesses to cheap

capital. Through various international lending schemes and
governmental industry-specific supportive initiatives, the bank has helped more than a
thousand business customer.To customers with limited collaterals, HDBank has stretched
its requirements to inventory items, debt claims, future debt claims, goods generated
from loans, future assets generated from loans, etc. In addition, HDBank also provides
customers with consultation regarding their business plans and investment strategies to
minimise risks or restructure their organisations.

Currently, HDBank is focusing on the agricultural and rural lending scheme. Small and
medium enterprises participating in this scheme are given access to capital to cultivate,
selling, purchase and export national specialties such as coffee, rice, cashew nuts, rubber,
basa fish, prawn, etc. On 31 December 2012, total loans in this scheme accumulated up



s i
2 ‘l%%

to 40% of the total loans for small and medium enterprises.

Deposits and services: commitments to the customers’ best interests

HDBank has continuously introduced and improved its business savings products with
flexible terms and rates, customised features and better benefits in order to satisfy the
needs of any business model in any industry. In last year, many small and medium
enterprises have enjoyed the bank efforts, manifested by the 2 products ‘HD Biz Account’
and ‘HD SMEs Business’.

To VIP customers, HDBank pays special attention to every detail of their needs in order to
offer optimised services and cares.

International payment: safe, efficient and trusting

The international payment activities have earned commmendable results in last year,

grossing USD 500 million in revenue and VND 14.5 billion in transactional fee. These figures
stemmed from the bank connections with a multitude, up to 500 banks and branches, of
international partners; the membership of Target 2 and EBA, the investments in upgrading
infrastructure and staff training; and the implementation of international standards in
operation. Subsequently, the bank is able to appeal to customer and elevate the profit from
international payment in its balance. These results, coupling with a series of STP awards
from reputable international banks, only demonstrate the quality of HDBank services.

Cash management: 2012 highlight

Continuing the success from 2011, HDBank have developed and introduced more
features to its integrated receivable and payment solutions. The progresses allow
customers to efficiently manage their cash flow and liquidity. Following these upgrades,
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the number of customers choosing payments through internet
banking has skyrocketed by 75%, grossing more than VND 1,000
billion in revenue growth. Subsequently, the bank has been praised
by important partners such as HCMC Power Corporation, Khanh
Hoa Power Joint-Stock Company, Prudential, JetStar Pacific, etc.,
and received awards from Asiamoney and Euromoney.

Package solutions: customer-orientation

To satisfy the diversified needs of major businesses and FDI
enterprises, ranging from debit, credit, commercial endorsement
to wage payment, transactions, international payment, HDBank
has been flexible in its approach to customers. Based on the
consultation with the bank, customers will be offered a customised
package solution that fits its own operation.

H 2013 strategy

HDBank pledges to improve its operational procedures and
technology, i.e. the Loan Origination system, in order to speed the
financing process.

Apart from expanding its customer base to FDI enterprises in
industrial zones, the bank will still focus on delivery its best in Cash
Management and Trade Finance. HDBank hopes to attract more
partners from electricity, water, mineral, lottery, stock and insurance
industry. Additionally, HDBank will extend its excellent services and
cares to VIP customers, customers with Biz Account or existing
customers on renewed disbursement.
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CAFITAL AND MONETARY ACTMTIES

“..This result |
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H Overview of 2012

In 2012, the capital and monetary
activities have achieved its goals
of safely and efficiently managing
resources, maintaining a positive
liquidity and complying with the SBV
regulations. This result highlighted
the efforts of HDBank in retaining
its efficiency, competitiveness and
prestige in the market, despite the
gloomy developments of the global
economy.

In the past year, the bank has
expanded its trading connections and
network and increased the revenue

of its foreign currency affairs by 340%
in comparison to that of 2011. In
addition, the bank has confidently
explored and developed capital
derivative options in order to maximise
its returns while preserving its capital
resources and liquidity.

Regarding the gold operation, HDBank
has been authorised to trade in gold,
according to Decree no. 24/2012/Nb-
CP and Circular no. 16/2012/TT-NHNH.
Since the authorisation, the gold amount
traded at HDBank branches reached
130,000 taels of SJC gold.

In term of investment, given the
significant growth in the bond market,
the bank has played a regular role in
assisting and providing customers
with suitable products and services.
Evidently, this operation is also under
close surveillance to ensure the safety,
efficiency and compliance of the bank.

Above all, HDBank have continued
to standardise its procedures and
regulations in accordance with

the legal framework to ensure the
legitimacy of its operation.

H Highlights

e Deposits and loans to other credit
organisations reached VND 7,376
billion, equivalent to 13.97% of total
assets.

e Investments on government bonds
reached VND 4,089 billion, equivalent
to 34% of total investments.

e |nvestments on corporate bonds
reached VND 1,900 billion, equivalent
to 15.75% of total investments.

¢ Investments on the SBV bonds
reached VND 300 billion, equivalent to
2.49% of total investments.

e Deposits and loans at other credit
organisations reached VND 7,895
billion, equivalent to 17.44% of total
investments and 21.58% of total
deposits.

¢ |ssue of medium and long term
bonds worth VND 500 billion,
equivalent to 2.98% of total
investments and 3.69% of total
deposits, raising the bond deposits
up to VND 1,350 billion in 2012.

e Revenue from foreign currency affairs
reached USD 4 4 billion.

e Revenue from stock market worth
VND 200.2 billion.

e Profits from foreign currency and
capital derivative market reached
VND 37.4 billion.

DEPOSIT AND LOANS TO OTHER
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DEPOSIT AND LOANS TO OTHER DEPOSITS AND LOANS FROM
CREDIT ORGANISATIONS OTHER CREDIT ORGANISATIONS
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l 2013 action plan
1. Continuing to raise the financial 3. Developing more derivative options in commercial division to devise and
importance of the capital, remittance the capital and monetary market in order  promoting complete packages of
and investment activities. to integrate them in to structured or products and services.
2. Ensuring the payment security, packaged products and services. 6. Improving and standardising the
capacity, liquidity and balance of the 4. Transforming the bank into a major procedures and regulations in risk
capital and monetary activities. Making player on the capital, remittance and management. Enhancing the data
flexible decisions in collecting and using pbond market. collecting, analysing and forecasting
secondary liquidity reserves. 5. Increasing the participation of every processes.
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RISK MANAGEMENT
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B Overview of the risk
management system at
HDBank

Structure

The risk management system

at HDBank is organised into 3
operational lines, in accordance with
Basel II: regional and local branches
(front), Internal Control Department
in the Headquarter (middle) and the
Independent Auditor (back). This
structure encourages, not only the
offices on the line, but also other
responsible committees in the
operation of the bank to strengthen
its professionalism, independence,
efficiency and transparency.a

Regulations, limits and safety
indicators

To maintain the safety, efficiency and
compliance of the bank operation, a
3-tiered enforcing system is devised.
Firstly, the BoD is able to issue
regulations governing the general policy
and strategy of the bank. Secondly, the
BoM, led by the General Director, can
release rules and guidelines, providing
detailed information on the bank
operation, standards and principles.
Finally, the bank also maintains and
manages a system of limits imposed
on credit, monetary and investment
activities; and a set of Key Risk Indicators
(KRI) regarding the liquidity and balance
of the financial statements.

Supervisory, controlling and
auditing system

The system employs the use of ICT in
the inspecting and evaluating process
performed by responsible units.
These inspection and evaluation is
either conducted on a term-basis or

unannounced. Based on these results,
reports are sent to the Boards for
precise and timely amendments and
adjustments.

Credit risk management

HDBank has exerted tighter control
across the organisation on every step
of the credit activities. Starting from
sale, through evaluation, approval and
to disbursement and debt collection,
the bank has issued regulations and
guidance on the procedures, the
responsibilities of related parties, the
specific credit amount and credit risk
based on professions, purposes and
collaterals.

Additionally, to assist the process

of considering credit applications,
categorising bad debts and establish
risk reserves, the bank, in consultation
with Ernst & Young Vietnam, has
devised a credit ranking system

aimed at individual, business and
credit organisation customers. The
system was approved by the SBV and
implemented since 2011.

Liquidity, market and operational
risk management

As a result of the adequacy of
technology, procedures and regulations,
the bank is able to observe closely its
activities in remittance affairs, stock
investments and capital management.
Subsequently, all the safety indicators

in liquidity and operation are maintained
accordingly to Circular no. 13/2010/
TT-NHNN. In addition, after consultation
with a JICA and SBV led project, the
bank started to measure the Value at
Risk (VaR) of its remittance activities in
order to foresee maximum losses.

B Achievements in 2012

Indicator Ratio Limit
Capital Adequacy Ratio (CAR) 14,01% >9%
Non-Performing Loan (NPL) 2,35% <3%
Non-Manufacturing Loan 8,6% <16%



In 2012, the bank conducted a
thorough evaluation on its management
and operation. Based on the result,
HDBank is currently preparing for the
upgrade to ISO 9001 of its quality
controlling and quality assurance.

In addition, under the guidance of
PwC, it is improving the functionality
of the Asset-Liability Management
Department and its cooperation with
other responsible offices.

More specifically, the bank has
implemented the Loan Origination
system in credit management and the
Scorecards system for credit cards,

in association with VISA. Moreover, it
established the Non-Performing Loan
Relief Committee with the participation
of the BoD, BoM and other related
offices in order to tackle bad debts and
maintain a healthy NPL ratio.Besides,
the bank has integrated a new software
system that satisfies international
standards in managing liquidity and
interest risks.
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HUMAN RESOURCES
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Strengthening the workforce has been
the main theme in human resources
management at HDBank in 2012. In
order to realise this objective, the bank
has made many modifications and
adjustments in regard to the recruiting,
training, developing, evaluating and
providing policies at HDBank.

As the first step of the plan, the

Human Resources Division spent
considerable efforts in raising the
quality of the workforce while reducing
the organisation size. In comparison

to 2011, the number of new recruits
reached 473 people, down by 50%.
Among these, while the new recruits
for top management positions acquired
only 3% of the 2,227-strong workforce,
it represented 15% of the new recruits
in 2012. In addition, with the unqualified
recruits after the period of probation
reaching less than 10% of new recruits,
it indicated an assurance in the quality
of new staff. This was also a result

of the introduction of HDBank online
recruitment service. With a complete
assistance in the application process,
the service attracted more than 1,280
applications during its year running.

In parallel, HDBank has also refined its
evaluating system with the helps and
consultation from various domestic
and international organisations, and
the researches and experiments in
management of HDBank staff. Despite
its minimal initiative investment, the
implementation of the new system has
shown promising returns:
e Introducing staff at every management
level to the online KPI system.
¢ Assigning individuals that are suitable
to the operation and developmentof
the bank.

In hope of an ‘Active — Creative —
Efficient’ image for the workforce, the
Human Resources Division always
aims to make practical contribution

to the betterment of the quality of

other business divisions. For instance,
between July and December 2012, the
division raised the number of customer
relations representatives achieving an
average of more than 100% in KPI by
32% while reduced those who achieved
less than 80% by 27%.

Having been impressed by these results,
the bank has officially adopted this

RESULTS IN IMPROVING KPI AVERAGE
OF CUSTOMER RELATIONS REPRESENTATIVES
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system into a new termly evaluating
process, 2 times per year, on tellers and
made these results the underlying basis
in assessing the yearly performance

of each business unit. The scheme

has been carried out at 121 units. The
results demonstrated a remarkable
progress in term of service quality in the
top 5 scoring units. This development
promises a big leap in customer care of
HDBank whois aimingto enter the top 15
banks in the country in 2013.

In addition, this positive return also bore
great contribution from the regional and
local human resources management
teams. In collaboration with the

head division, they help bridging the
differences in business units, answering
their enquiries and coordinating their
cooperation. As a result, despite the
negative influence from the global
economy, the bank and its vital divisions
still accomplished the assigned targets in
2012. This success, in return, reflected
on the generous benefits schemes from
the bank leadership to its staff.

Aside from catering for the well-being
of its staff, the bank also focuses on
exposing its workforce to the best
personal and career development
opportunities. In 2012, HDBank has
assigned nearly 500 employees to
suitable positions. In addition, the bank
initiated a 2-year programme, titled

‘HDBank, together we shine’, to enroll
enthusiast, passionate and potential
staff to management courses. After the
completion of phase 1, the programme
has garmnered positive remarks from staff
and contributed commendable results
towards the bank development.

Furthermore, the bank has recognised
the importance of nurturing the future
workforce, not only for its development
but also for the progress of the sector

in general. For instance, the 2013
internship scheme of HDBank has
attracted the attention of students from
prestigious universities and successfully
recruited 114 students from Ha Noi and
Ho Chi Minh City. Additionally, the bank
has participated in several recruitment
exhibitions, career orientations and
conferences where it helps giving
students the insight and opportunities to
begin their careers or further pursue their
studies.

RESULTS IN IMPROVING KPI AVERAGE
TELLER AT THE TOP 5 SCORING BRANCHES
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B Assessment of training programmes

1. 2012 witnessed many progresses the activities of HDBank Training Centre.
Teaching and training has been consolidated and become more effective with

the appointment of knowledgeable, experienced and passionate academic staff.

In addition, the bank has successfully issued its role-specified academic materials.
Moreover, the establishment of the question bank allows more efficient assessment
and qualification of managers, controllers, tellers, customer relations representatives
and credit assistants.

2. The training centre has ensured the evenly proportionated training and supplying
of workforce, in terms of both quantity and quality, throughout the bank system; thus,
helped maintaining the same level of professionalism and efficiency across branches
and offices. In overall, the centre admitted 7,018 subscriptions to 280 courses; and
on an average basis, a member of staff was admitted to 3.19 courses. Additionally,
the center continued to coordinate 2 exclusive programmes, ‘Star Teller’ and ‘Sales
Pro’, to select and nurture future managers from these positions. The ‘HDBank
Knowledge’ contest, initiated by the training centre, also helped creating a learning
and sharing atmosphere in the management hierarchy. Other programmes, such

as ‘Controller intensive training course’ and ‘5S’, not only consisted of knowledge
transfer but also tackled on working culture, environment and customer relations.

In addition, the centre, in association with the IT Centre, has built the E-learning
programme and renovated the document storage system. In short, the adoption

of the role-specified approach in training and the implementation of team building
schemes will allow the bank to create a unified, enthusiast and capable workforce,
contributing to the sustainable growth of the bank.

ASSESSMENT RESULTS BY POSITIONS

80%
70%
60%
50%
40% -
30% — _—
20% —
- 5 a l
0% B B B -
MANAGERS CUSTOMER RELATIONS TELLER
B Excelient REPRESENTATIVES
Fair
Trung binh

Average




HDBANK ANNUAL REPORT 2012 | 57




BANKING TECHNOLOGY
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H Vision
Strengths
HDBank has invested heavily in technology infrastructure with the construction and completion of its

mainframe, main and reserve data centres, and Core Banking system. As a result, the bank is able to
implement eBanking, SMSbanking and mBanking.

Opportunities
In the wake of the development of e-commerce and online banking, eBanking services will play an
important role in attracting customers, generating revenues and promoting the bank image.

Challenges

With the increasing recognition for ICT in banking management and operation and its integration in
development strategies of many banks, HDBank will have to continue investing in its infrastructure to
retain its cutting edge while ensuring the security and safety of its operation.

Priorities
HDBank will aim to accelerate the completion of vital ICT projects, applying international standards in
internet security and increasing the use of ICT in developing new products and services.

H Current technologies

Generally, in 2012, HDBank has basically completed its technology upgrade, allowing the bank to
be on par with other competitors. With the basis of the Core Banking system, the bank continues
to diversify its products and services to efficiently satisfy customers’ needs and demands. In order
to maintain the continuity, security and safety of its operation and customers’ trust and confidence,
HDBank has employed sophisticated security solutions, algorithms and features such as SHA1,
3DES, RSA, 2-tiered authentication, etc.

Number of e-transactions in 2012

1,713,520

Total value of e-transactions in 2012 (VND)

4,456,874,447,361

1. Internet banking: customers are now able to access their accounts from all type of browsers and
perform activities such as account enquiry, credit card management and payment, interbank transfer
and electronic payments.

2. SMS banking: the system is modeled in accordance with SMPP and able to assist up to 5,000
transactions per second, allowing customers to efficiently manage their accounts.
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NUMBER OF REVENUE FROM INTERNET BANKING

INTERNET BANKING USERS TRANSACTIONS (billion VND)
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Number of iBanking users

43,863

Revenue from iBanking transactions in 2012

1,985,097,934,430

3. Mobile banking: the service support nearly all current types of operating systems
and phones, providing customers with features as good as those of Internet banking.

4. Other services: the bank has also developed eBanking services on SIM-equipped
devices such as BankPlus on Viettel; USSD-based transactions; online payment
services connected to OnePay, VNPay, SmartLink, MobiVi’, EVN, Prudential, JetStar,
VietJetAir and other payment organisations.

Number of partners and vendors in our integrated payment scheme

1,867

HDBank has completed the introduction and integration of the domestic payment card,
allowing its holders to make electronic payment to more than 1,000 business, and goods
and services providers. In addition, with the acquisition of VISA membership, the bank is
introducing the chip and PIN cards and implementing the Payment Card Industry Data
Security Standard (PCI DSS) to ensure cardholders’ security and control.

TOTAL VALUE OF
CARD TRANSACTIONS
NUMBER OF CARDHOLDERS
40.000 2.000
20000 1.000 l
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In addition, the 2012 CSO ASEAN Award’ demonstrated the bank efforts in research,
experimenting and increasing the security and safety of its system and customers.
Currently, HDBank has implemented the Next Generation Firewall (NGFW), Next
Generation Intrusion Preventing System (NGIPS), Security Information and Event
Management (SIEM), Internet administration and control system, and universal user
administration solution.
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Additionally, HDBank and Microsoft have extended its partnership by the signing of
the Enterprise Agreement. With this agreement, Microsoft will grant HDBank access
to complete technology and solution packages and updates, thus elevating HDBank
technology infrastructure to world-class level.

In term of administration and control, HDBank has built a coherent and complete
system across its organisation, permitting the efficient managing and updating
information from internal to external sources. The Core Banking and e-commerce
system also benefit greatly from the constant monitoring of this system. This
administration and control network also serve as the basis for other modules to be
implemented. For example, the launches of electronic office and customer relations
representative administration have helped reducing time and cost in the operation of
the bank, hence increasing its efficiency. In the same manner, the implementation of
the LO system, the internal credit ranking system and the KPI system, while being
smoothly launched and running on HDBank network, have also contributed greatly to
the development of the bank.

B 2013 action plan

Infrastructure

HDBank will implement its centralised Internet project, EndPoint Security project, VolP
project, asset management project, Data Center upgrading project, Microsoft project,
weakness recognition system, Email Gateway system and network devices upgrading
project

Products and services

HDBank will continue to improve its Core Banking system while implementing

new systems such as Limits Control, LOS, Anti-Money Launderingand Advanced
Treasury. For current services, the bank will enhance the interface and processing
speed of the Internet Banking service and improve the popularity of the Mobile
Banking service in the market. For current card products, the bank will develop
more sophisticated features such as contactlessness, loyal membership and VISA
or Master certification. In addition, HDBank have to focus on the employment of PCI
DSS to improve the operation and risk management of the bank.

Operating system

HDBank will start the upgrade to Oracle 11g on its data centres, devise and test the
disaster recovery plan, and research and develop cloud services.
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PROSPECTS AND OBJECTVES IN 2013

l Economic outlook in 2013

According to the WB ‘Global Economic Prospects in 2013’ report, the global economic growth is
estimated at 2.4% while the growth of Vietnam economy is expected to stay at 5.5%. In Vietnam, the
economy is anticipated to suffer well into 2013 from the prolonged decline of many industries. This is
the unavoidable consequence of the decrease of global and domestic needs, the stagnant state of real
estate and manufacturing, sovereign debts, and the debt ravage and weakening of commercial banks.

In order to answer the call of stabilising the macroeconomy, mainta<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>