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ALDITORS' REPORT
on the financial statements of Housing Bank of Mekong Delta
fior the year ended 31 December 2006

T The Board of Management and Board of Directors of Housing Bank of Mekong Delta

We have audited the accompanying Balance Sheet of Housing Bank of Mekong Delta ("the Bank®) as at
11 December 2006, and the related Staterments of Income and Retained Earnings, and Cash Flows for the
vear then ended and the notes thereto Pthe financial statements®) as sel oul on pages 4 1o 42, These
financial siatemenis are the responsibility of the Board of Direciors of the Bank, Our responsibility is 1o
express an opinion on these fimancial statements based on our audit,

Basis of Opinion

Except as discussed in the following paragraph, we conducted our audit in accordance with Vietnamese
and International Standards on Auditing applicable in Vietnam. Those standards requine that we plan and
perform the audit 1o obtain reasonable assurance about whether the financial stalements are free of
material misstatement. An audit includes examining, on a fest basis, evidence supporting the amounis
and disclosures in the financial statements, An audit also includes assessing the accounting principles

wsed and significant estimates made by management, as well as evaluating the overall financial staemsent
presentation. We believe that our audit provides a reasonable basis for our opinion,

The accompanying nodes 1o the financial statements include information on the activities of the Bank 1o
the extent the information is available, which does not fulfill certain Vietnamese Accounting Standards
("VAS") disclosure requirements. The accompanying notes do not include a maturity analysis of assets
and liabilities as at 31 December 2006 and other disclosures as requined by VAS 22 - "Disclosures in the
Financeal Staterments of Banks and Similar Financial Instifutions®.

Cipinion

In owr opinion, except for the matter referred to in the preceding paragraph, the financial statements give
a true and fair view of the financial position of the Bank as at 31 December 2006 and the resulis of iis
operations and cash flows for the year then ended in accordance with the Vietnamese Accounting
Standards and Systern for Credit Instivtions and with other relevant financial and accounting regulations
stipulated by the State Bank of Yietnam.

C!'I'?T)ME?""“'“'”

Tran Dinh Cuong Vo Tan Hoang Van
Deputy General Director Auditor in-charge
Registered Auditor Registered Auditor
Certificate Mo. 01 35/KTV Certificate No.D264KTV
Hanoi, Yietnam
18 February 2007

_




BALAMCE SHEET
As al 31 December 2006

2006 2005

WM Dm VNEm
ASSETS
Cash and cash equivalents on hand 115918 57,144
Balances with the State Bank of Yietnam 261,926 145,379
Current accounts with other banks 413,256 245,054
Placements with and loans to other banks 3,121,938 1,745,237
Investments in secuntics 4,302,163 1,703,076
Loans 1o customers 10113433 8,436,971
Prowision for credit osses (136, 848) (92,799)
Tangible fixed assets 97 977 107,245
Intangible assets 73992 75,060
Investiment in subsidiary 36,000 -
Construction in progress and unused fioed assets 25,9656 4,452
Acorued inberest income 257,263 129,944
Chher assets 51,313 33,060
TOTAL ASSETS 18,734,297 12,629,825
LIABILITIES AND OWNER'S EQUITY
LIABILITIES
Current accounts of the State Treasury and other banks 141,608 63,381
Borrowings from the State Bank of Vietnam (58] 521,616 337,008
Term deposits and borrowings from other banks 77983 4,266,686
Oaher borrowed funds 725,342 992,126
Customer deposits and other amounts due o customers 8,386,853 5,802,422
Enterprise income tax payable 6,414 FA S
Accrued Inberest expenses 328,238 229,367
Capital use tax resource 38,678 38,788
Chbeer Liakoilities 78,338 42E15
TOTAL LIABILITIES 17,805,270 11,779,714
OWNER'S EQUITY
Chanered capital 774,200 767,600
Oithier capital 29,391 29,39
Statutory resernves 124,598 53,120
Retained eamings B8 -
TOTAL OWNER'S EQUITY 929,027 B50,711
TOTAL LIABILITIES AND OWNER'S EQUITY 18,734,297 12,629 825
OFF - BALAMCE SHEET ITEMS 61,736 J.0m
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STATEMENT OF INCOME
for the year ended 31 December 2006

i 25

VINDm VINCAm
DFERATING INCOME
Imterest and similar income 1,269,166 47,840
Interest and similar expense (1.066,381] (652,656
MET INTEREST AMD SIMILAR IMCOME 202,985 295184
Fees and commission income 7073 4 98
Fees and commission expense (4. 780 (5,057}
Met gain/iloss) from dealing in foreign currencies 1,810 k1)
Met income froem investments in securities 225,757 50914
Other operating income 3512 1,037
TOTAL OPERATING INCDME 436,457 346,973
DIFERATING EXPENSES
Payroll and other staff costs (146.450) (119,224)
Diepreciation and amortization charpes (24,947) (22 90
Oiheer operating expenses (111,651} {0 Oy
TOTAL OPFERATING EXPENSES (263,048) (241,218)
WET OPERATING INCOME 153 4009 105,755
Pravision for credit losses in the year (94,912) (79,870}
Reversal of provision for credit losses in the year 44 600 47 220
Provision for off-balance sheet commitmenis (1491] (158}
PROFIT BEFORE TAXATHOM 102 506 Fra4ry
Enterprise income 1ax (28.614) (20,.425)

NET PROFIT FOR THE YEAR 74,092 52512



STATEMENT OF CASH FLOWS
for the year ended 31 December 2006

2006 2005
VDM VMNDm
CASH FLOWS FROM OPERATING ACTIVITIES
Imterest and fees and commission receipts 1,258,950 933,99
Imterest and fees and commission payments (972, 291) (564, 6281
Met gainflosses) from dealing in foreign currencies 1,910 [91)
Met gain arising from invesiment in securiiies 115,928 22723
Net loss from other activities 15,915) (6,97}
Cash payments to employecs and suppliers 1226,269) {189,1400
Tax paic (29,521) 15,101}
Cash (used in)/provided by operaling activithes
before changes in nel operaling assels 142,792 181,657
{IncreaselDecrease in operaling assels
Placements with and loans 1o banks 347,005 (396,074)
Investrments in securitics (2,599,087 11,142,850}
Loans and advances o customers (1,676,460) 12,468,692}
Bad debis written off in the year (6,263) 15,226}
Other assets (18,253) 12,732}
Increase/|Decrease) in operating labilities
Borrowings from the SBY 564,808 240,865
Term deposits and borrowings from other banks 1,210,938 2,279 903
Dither borrowed funds (266, 784) {117,218}
Customer deposits and other amounts due 1o cusiomers 2,564,431 2,105,550
Oiher use fax resource {1m (137}
Other liabilites 23,356 Shb
Met cash (used in)/provided by operating activities 326,373 655,678
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of construction in progress and fixed assets (46,577 (61,843)
Proceeds from disposal of fixed aseets 23 522
Imvestments in subsidiary {36,000) .
Met cash (used in)/provided by investing activities (B2.554) (61,321)
CASH FLOWS FROM FINANCING ACTIVITIES
Additional chartered capital recenved in the year from Special Government bonds 6,600 i, BN
Addition of reserves from other sources . -
Utilization of reserves during the year (1,776) (1299
MNet cash (used in)/provided by financing activithes 4,824 6,47
Met change in cash and cash equivalents 248,643 600,768
Cash and cash equivalents at beginning of year 559,167 (41,6011
Cash and cash equivalents at end of year BO7 B0 559,167




NOTES TO THE FINAMCIAL STATEMEMNTS
for the year ended 31 December 2006

CORPORATE INFORMATION

BACKGROUND
Housing Bank of Mekong Delta (herein referred 1o as “MHB" or the "Bank®) is a Vietnamese state-
ownied commercial bank incorporated and registered in the Socialist Republic of Vietnam,

Establishment and Operations

The Bank was established on 18 September 1997 in accordance with Decision Mo. 769/TTg by
the Prime Minister. The Bank was granted the Banking Business License in accordance with
Decision MNo. 408/1997/Q0-NHNNS dated 18 December 1997 by the Governor of the State Bank
of Vietnam  ("SBV™) for a period of 99 years commencing from 18 September 1997,

The Bank is established to conduct banking activities, including mobilizing and receiving short,
medium and long term deposit funds from vanous organizations and individuals; lending on a
short, medium and long term basis to various organizations and individuals up to the nature and
ability of the Bank's charlered capital resources; conducting foreign currency lransactions;
international trade finance services, discounting of commercial notes, bonds and valued
documents; and other banking services as approved by the SBV,

Registered Capital

The original registered capital of the Bank as nominated by the Government was VNDm 500,000,
The chanered capital of the Bank has been supplemented for each period by the Government.
The actual chartered capital of the Bank as at 31 December 2006 is VNDm 774,200 (2005:
WNDm 767,600).

Locations and the Network

The Head Office of the Bank is located at 9 Vo Van Tan, District 3, Ho Chi Minh City, Vietnam.
As at 31 December 2006, the Bank has one (1) Head Office, one (1) Main Transaction Office, one
1) Representative Office in Hanoi, one (1) Card Center, one (1) Project Management Unit, thirty-
two (32) main operating branches located in major cities and provinces throughout the country
and one (1) subsidiary.

Subsidiary
As at 31 December 2006, the Bank has one subsidiary, Details are as follows:

o Established in accordance Bis) %o owned
with Operating license No, SINESS SECIOF by the Bank
MHB Securities Operating License Mo, E.apnilal %
Joint Stock 41030057487 dated 25 December marked
Company 2006 granted by Ho Chi Minh

City's Department of Planning
and Investment; and Decision
No 45/UBCK-GPHDKD dated 28
December 2006 granted by State

Although MHB Securities Joint Siock Company (the "Company®) obtained the Operating License
on 25 December 2006, the Bank only transferred charered capital 1o the Company on 13
December 2006 and the Company just started having commercial iransactions im early of 2007,
Since the subsidiary had no commercial operations in 2006, the Bank’s management decided not
1o prepare the consolidated financial statements for the year ended 31 December 2006,

Employees
Total employees of the Bank as at 31 December 2006 are 2,211 persons (2005: 2,047 persons).



2.1

2.1

MOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 11 December 2006

SIGNIFICANT ACCOUNTING POLICIES

Basis of presenfation

The financial statements of the Bank, which are expressed in millions of Viemnmam Dong (MVNDm®),
are prepared in accordance with the Vielnamese Accounting Standards [VAS) and System for
Credit Institutions required under Decision MNo, 4792004/Q0-NHMNMN dated 29 April 2004 issued
by the Governor of the State Bank of Vietnam which was enacted from 1 January 2005, Decision
Mo, 114500 dated 18 October 2002 isswed by the Governor of the $1ate Bank of Vietnam and
Vietnames: Accounting Standards isseed by the Ministry of Finance as pier the:

= Decision Mo, 14972000/00-BTC dated 31 December 2001 on the Issuance and Promulgation
of Four Vietnamese Standards on Accounting (Series 1);

«  Decision No, 165/2002/Q0-8TC dated 31 December 2002 on the Issuance and Promulgation
of 5ix Vielnamese Standards on Accounting (5eries 25

= Decision Mo, 234/2003/00-BTC dated 30 December 2003 on the Issuance and Promulgation
of 5ix Vietnamese Standards on Accounting (Series 3);

«  Decision No. 12/2005/Q0-BTC daed 15 February 2005 on the lssuance and Promulgation of
Six Vietnamese Standards on Accounting (Series 4); and

*  Decision No. 100/2005/Q0-8TC dated 28 December 2005 on the Issuance and Promulgation
of Four Vietnamese Standards on Accounting (Seres 5).

The accompanying financial statements have been prepared using accounting principles,
procedures and reporting  practices  generally accepted in Vietnam. Accordingly, the
accompanying Balance Sheet, related Statements of Income and Retained Earmings and Cash
flows and the nates thereto and their utilization are not designed for those who are not informed
about Vietnam's accounting principles, procedures and practices,

Fiscal year
The Bank’s fiscal year starts on 1 Janwary and ends on 31 Decembor,

Loan fo cusiomers

Loans to customers ane disclosed at the principal amounts outstanding at the end of the financial year,



RIOTES TO THE FINAMCIAL STATEMEMTS (contimued)
for the year ended 31 December 2006

1 DETAILS OF SELECTED BALAMCES (N THE FINAMC|IAL STATEMENTS
1. FIXED ASSETS

1.1 Tangible Fixed Assels
Tangible fixed assets are as follows:

Maolar
vehiele &
EuiHin—gﬁ & Machinery & tramsrsgion Total
structures equipment device Oithera VNDm
YIND¥a ¥ VAm WhEAm
Coast
Beginning balance b7 395 46,963 42,863 18,301 175522
Aiditions in the year 9,066 8,795 129 1,996 18 986
[ wehich:
Mew |y purchased 3,052 6,142 129 1,625 10,948
Mew |y constructed . . = : 3
Oither 6,114 2,653 . 3N 9,038
Transfers (tolfrom
intangible assets - - . - -
Drecreases (1,342} {2,858 {36 (372) (4,608)
In wehich
Disposed . (460 {36) {62) (358}
Adjustment (1,342} 12,398) . (3100 (4,050}
Ending balance 75,119 52,900 429356 19,925 190,900
Accumulated depreciation
Beginning balance 11,588 26,855 20,663 9,171 68,277
Charge for the year 1,984 10,888 6,119 3471 24 462
Disposals {151} (182) . {34 1367)
Oithers 492 . . 59 551
Ending balance 15913 37,561 25,782 12,667 51833
Net hook value B S — . B
Beginning balance 55,807 20,108 22,200 9,130 107,245
Ending balance 59,206 15,319 16,174 7,258 97 877

ANMNUAL BEEPORT 2006




MNOTES TO THE FINANCIAL STATEME NTS [continued)
for the year ended 31 December 2006

1. FIXELD ASSETS (conlinued)

1.2 Intangible Assets
Intangible assets are as follows:

Land use right
Whilvn

Cost
Beginning balance F7.839
Adlditions in the year 4116
Disposals (6,151}
Ending balance 75,8904
Accumulaled amorlizalion
Beginning balance 2.879
Charge for the year 465
Disposals (1,452
Ending balance 1,912
Mgl book vajue
Beginning balance 75, a0
Encling balance ?3,5_192

MEEOMND R RMNE BAYE @




MNOTES TO THE FINANCIAL STATEMENTS (continued)

for the year ended 31 December 2006

2, DETAILS OF INCOME AND EXPEMNSE

in VN
ITEMS FLELL Y 2003
A INCOME 1,511,665 1,006,648
[ INCOAE FROM CREDIT ACTIVITIES [, 130957 884,040
1. Income from lending interest 1,121,200 878,064
2. Income from guarantee operation 1.536 351
3. Other income from credit activities 8,221 5,625
N INCOWIE FROM PA YMENT AND TREASURY S3ERVICES 143,656 af 2!
1. Income from deposit interest 138,409 64,151
2. Income from payment service 5,155 1814
3. Income from treasury service 92 56
i, INCCWE FREMW OTHER ACTIVITIES 237052 54587
1. Income from capital contribution and share acquisition - -
2. Income from activities in the money market 225757 50,914
1. Income from dealing in foreign currencies 5958 1,667
4. Income from trust and agent activities kT 148
5. Income from other banking activities 1.524 617
. Other income 3,512 1,241
E. EXPEMDITURE 1,437,573 933,70
I EXPEMNINTURE €3N FLINDS MONLZA TICN [, 181 G52 656
1. Payment of deposit intenests J83, 804 482,941
2. Payment of borrowing interests 44,110 41,934
3. Payment of interests of valuable papers 232,908 102,643
4. Other expenditure 5,559 25,138
N, EXFENDHTURE ON PAYMENT AND TREASURY SERVICES 4,780 524
1. Expenditure on payment service 2,205 1,762
2. Payment of telecommunication fee 146 77
3. Expenditure on treasury service 2,106 1,414
4. Expenditure on other service 323 Pl |
i, OTHER EXPENINTLURE 4,048 1.962
1. Expenditure on the money market participation - -
2. Expenditure in dealing in foreign currencies 4,048 1,962
N EXPEMNDITURE £ ASSETS 5949 44.502
1. Depreciation of ficed assets 24,947 22,904
2. Maintenance and repair of assets 5,167 4,707
3. Working tools 6,117 6,576
4. Payment of asset insurance 482 496
5. Payment of asset lease fee 14,236 9,819



NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2006

2, DETAILS OF INCOME AND EXPEMNSE (conftinued)

in VIilm

ITEMS 2006 2005
V. EXPENINTURE O EMPLOIYVEES 146,450 e 224
1. Expenditure on salary and compensation 137,035 119,151
2. Cither expenditure 9,415 73
VI TAXN AND OBLIGA TCRY FEES 2172 1652
1. Tax payments 1L.013 634
Z. Fee payments 1,159 1,018
Vil EXPEMNINTURE L% MANAGEMENT AND

ALMINISTRA TIVE ACTIVITIES 107, 580 Ja012
1. Payment of material and printing paper 41,288 11,673
2. Business travel expense f,338 5,581
3. Expenditure on training and education 2,087 2,863
4. Expenditure on R/D 743 144
5. Expenditure on post and telecommunications 5,193 4,833
B. Expenditure on commission, assets re-lease, disposal

of pledged assets, debt recovery 157 49
7. Expenditure on advertisement, marketing, promation,
public relation, meeting and other 11,946 31,554

8. Other general and administration expenses 19,618 16,315
VIILEXPEMNINTURE FOR PROVISICWN AMNDY DEPCSIT INSURANCE 55,155 I5 684
1. Expenditure for provision 51,104 12,B08
2. Expenditure for deposit insurance 4,049 2,876
IX. QTHER EXPENINTURE 58 1485




NOTES TO THE FINANCIAL STATEME NTS (continued)
for the year ended 31 December 2006

3. OBLIGATIONS TO THE STATE BUDGET

i VN
. Current year Ending
ITEMS Beginning * balance
balance Payable Paid
I Taxes 7189 30013 (30,628) | 6,574
1. VAT on domestic sales L] 1,028 1,038] 58
2. VAT for imported goods - + - 3
3. Special Sales Tax - - . -
4, Importfexpont duties - - - | -
5. Enterprise Income Tax ] 28,814 (29.521) ba14
b, Capital use tax . - { -
7. Matural Resource Tax - - | -
B. Property Tax . - i i
9. Land rental - - . =
10, Caber tawes . 171 (69) | 102
il. Cther obligations i -
1. Extra collections - 5 il 2
2, Fees . . A ]
3. Other abligations - - ' 3
TOTAL 7,189 | 30,013 (30,628) | 6574
Total prior year tax liabilities carried forward as at year-end: nil
4. OVERDUE LOAMNS
i Ve
. = |
| Changes in the period | Closing
ITEMS Opening " Balance
balance Increass Decrease !
f TOTAL OUTSTANDING LOANS 84369731 | 23.0018,080) 21,341,620 ! 1,113,433
il. OVERDUE LOANS 207,751 | 3666153 1582579 291,325
1. Owerdue loans under 180 days 104,997 335813 3,352,520 110,690
2. Owerdue loans irom 181 1o 360 days 44,115 234,288 183,923 f 94,480
3. Loans difficult to recaver 58,639 73,652 46,136 B6,155
. OVERDUE LOAN RATIO 2.46% | 15.93% 16.79% | 2.88%

This note presents the status of the Bank’s overduee loans as requined by Decision 11450 0-NHNN dated

18 October 2002.



NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2006

5 INCREASE, DECREASE OF THE SOURCE ANMD UTILEZATION OF FUNDS

[l
Changes in the year Closing
ITEMS Opening Balance
balance |  Increase Decrease
A SOURCE OF FUNDS 12,629,825 | 210,603,049 | 204 498,577 18,734,297
I FLINDS MOBILISATION 10434029 | 56276322 500831315 | 16,617,036
1. Deposit F091,813 | 50,490,333 | 46,068,336 (12,313,810
1.1 InWND 7,374,208 | 45371047 | 41,170,782 11,574,573
a) Economic organizations 5404, 288 | 39879452 | 36,337,050 | 8,946,690
+ Demand deposits 593877 | 16,074,011 | 15,738,038 049, B850
+ Term deposits under 12 months 3,400,351 | 21,938,018 | 18986,351 | 6,361,018
+ Term deposit over 12 months 1,400 00 1,867 423 1.592.661 | 1,675,822
bl Saving deposits 1.939.318 5,367,551 4,700,024 | 2,606,745
+ Demand deposits 51,843 535,328 491,195 95,976
+ Term deposit under 12 months 745923 3222007 3,020,705 947,235
+ Term deposit over 12 months 1,141,552 1,610,206 1,188,224 | 1,563,534
c) Onher deposits 30,602 124,144 133,608 21,138
1.2, In foreign currencies 517,605 5,119,186 4,897,554 739,237
2} Economic organizations 365478 4,568 842 4,376,975 557 345
+ Demand deposits 9,152 1,422,434 1,361,241 70,345
+ Term deposits under 12 months 356,326 10,099 57472 8,953
+ Term deposit over 12 months . 3,136,309 2,638,262 478,047
bl Savings deposit 152127 288 606 260,07 180,716
+ Demand deposits 3,967 35,032 34,406 4,593
+ Term deposit under 12 months b7 967 171,251 155,567 83,651
+ Term deposit over 12 months B0, 193 B2.323 70,044 92472
¢} Oiher deposits - 261,738 260,562 1,176
2. Borrowings 337,760 1,622,582 1,038,111 922,237
2.1, Borrowings from State Bank of Vietnam 337,008 1,622,161 1,037,353 921,816
2.2, Borrowings from domestic credit institutions 758 - 758 -
2.3, Bomowings from foreign credit institutions . : . ;
2 4. Funds received for co-financing . . . .
2.5. Oithers Borrowings - 421 - 421
1. Bills, bonds, CDs issued 2,204,450 4,163,407 4,986,868 | 3,380,989
3.1, Shon-term (under 12 months) 1,327,552 638,031 1,604 028 361,555
1.2, Medium, long-term (over 12 months) 876,698 3,535,376 1,382,840 | 3,019434




NOTES TO THE FINANCIAL STATEMENTS {continued)
for the year ended 31 December 2006

5. INCREASE, DECREASE OF THE SOURCE AND UTILIZATION OF FUNDS {continued)

in VNDIm
Changes in the period Closing
FTEMG Opening Balance
balance Increase Decrease
i, FUNDS ENTRLUSTED FOR INVESTMENTS| 992,126 4376590 Ji, 471 725343
1. In VND 987,228 119,810 659,008 408,030
2. In foreign curmencies 4. B98 317,880 5.465 3733
M CAPITAL AND FLINDYS B50.171 79,854 1,776 28, 185
1. Capital 796,991 6,600 - 803,591
1.1 Chanered capital 767,600 6,600 - | 774,200
1.2 Capital 1o purchase fixed assets - - - -
1.3 Other capital 29,391 - - 29,391
2. Funds 53,120 73,254 1,776 124,598
2.1 Reserve fund for supplementing
2.2 Business development fund 25818 34,796 - 60,614
2.3 Financial provision resene 5,723 6,959 = 12,682
2.4 Oher funds 16,760 27.836 1,776 42,820
V. OTHER SOURCES OF FLINDS 353,559 | 153,609,783 | 153,695,011 463,729
B. USE OF FUNDS 12,629,825 | 233,407,542 | 227,303,070 (18,734,297
{ CASH AND VALUABLE PAPERS 07 144 37999 850 | 37,981,076 115,918
1. Cash and Payment Notes BO 495 | 36329424 | 36,315,755 94,164
2. Cash in foreign currencies, valuable papers
denomnated in fonsEgn cumencies 15,628 1,651,667 1,646,454 20,841
3. Gold, precious metal, stones 1,021 18,759 18,867 913
i, DEPOSITS 2,135,670 B.639.3200 | 87977870 | 1,797,120
1. Deposits at the State Bank 145,379 | 46,066,234 | 45,949,687 261,926
1.1. Depasits in VND 136,974 | 46,052,026 | 45,940,842 249,058
1.2, Deposits in foreign currencics 6,405 13,308 8,845 12,868
2. Deposits al domestic credit institutions 1,983,350 | 39687842 | 38,147,631 | 3523541
2.1, Deposits in VND 1,408,724 | 22,420,962 | 21,264,387 | 2,565,299
2.2, Deposits in foreign currencics 574626 | 17,266,880 | 16,883,264 | 958,242
3. Deposits in foreign couniries 6,941 3,885,244 3,880,532 11,653




NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2006

5. INCREASE, DECREASE OF THE SOURCE AND UTILIZATION OF FUNDS (continued)
in VNG
Changes in the period Closing
WWEMS Opening Balance
balance Increase Decrease
fIf, INVESTMENT IN SECLURITIES [,703,076 2780 687 T81.600 | 4302163
1. Investment in Government securities 1,523,076 2,780,687 1,600 | 4,302,163
2. Investment in foreign securities - - - -
3. Assets entrusted for investments 180,000 180,000 -
4. Chher investments in securities 5 = = z
M JENNT-VENTURE FLISND CENWTRIBUTHONS - J6, Gy I, (MK
1. InVMD 36,000 - 36,000
2. In foreign curencies - - -
V. CREDNT ACTNITIES 8436973 25630764 | 23954304 |TaLT 13433
1. Lending to domestic credit institutions - 870 870 -
'|.'||.I!n|:fin;g im VD - B0 870
1.2 Lending in foreign currencies -
2. Lending to domestic economic,
irduslry organizations 7.994,728 21,389,205 | 20,076,981 | 9,306,952
2.0, LEI'IdinE in ¥MD 7.824.430 20,444,248 | 19,065,672 | 9,203,006
a) Shor-term lending 4,277,459 | 13,071,612 | 12,159,847 | 5,189,224
b) Medium, long - term lending 3,546,971 | 7,372,636 | 6,905,825 | 4,013,782
2.2. Lending in foreign currencies 170,298 944 957 1,011,309 103,946
al Shon-term lending 164,696 939,246 | 1,004,682 99,260
b) Medium, long - term lending 5,602 571 6,627 4,686
3. Discount, morgage of valuable papers 15,354 633,442 476,291 172,505
3.1. Discount of valuable papers 15,354 633,442 476,291 172,505
3.2 Mongage of valuable papers - - - -
4. Lending with funds entrusted 424 960 3,607,247 3398231 633,976
4.1 InWMD 424960 3,607,247 3,398,231 (33976
4.2 In foreign cumencies - - - -
5. Pawn operalions - - - -
6. Debts pending for settlement 239 239
7. Frozen debis 1,692 - 1,692 .
VI, FIXELY ASSETS 182 305 136 614 I46.950 171,969
¥ ﬂriginill cost of assels 253,461 28,112 14,429 267,144
2. Depreciation of assets (71,156) 108,502 132,521 (95,175)
¥, OTHER ASSETS 74,657 Fr 084 or | FRO061.270 197694




NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2006

10, INVESTMEMTS IN SECURITIES

2006 2005
LS VN

Avalahle-for-sale securities
Government bonds 3.917.500 1,220,500
Bonds issued by Development Assistant Fund of Vietnam 100,000 100,000
Equity investment in ather entity EN Y =
4,101,187 1,320,500

Held-to-maturity securities
Special Government bands 200,000 200,000
Giovernment bonds for Education 200 200
Investments held in trust % 180,000
Other securities 776 2,376

200,976 382,576
4302163 1,703,076

10.1  Available-for-sale securities

Available-for-gale secunties represent Government bonds issued by the State Treasury and

Development Assistant Fund of Vietnam. The Bank used and inftended to use these bomds 1o

pledge as collateral in borfowing conlracts of enler into repurchase agreements with the State

Bank of Vieinam (see Mole 17).

= Covernment bonds have a term of 5 vears and bear intenest a1 ficed rates varying irom 8.40° p.a. to
8.75% poa.. Interest is payable on the annual anniversary date,

= Bowas sseed by Developrment Assetat Fuod of Vietnarm have a term of 15 years and bear inlerest
at a fixed rate of 9.70% poa.. Interest is payable on the annual anniversary date,

< Detadl of the Bank's equity fnvestment in other entity as at 31 Decemnber are as follows:

2006

Ohriginal cost Carrying value % owned by

VNDm VNDm the Bank

MEC Joint-stock Company B3,687 83,687 5%
B3,687 83,687

According 1o the Vietnamese Accouring Standards and System for Credit Institutions, available-
for-sale investment is initially recognized at cost and subsequently measured at cost less provision
for impairment (il any). Amy changes in the market value of the investment is not recognized until
the date of disposal.




NOTES TO THE FINANCIAL STATEMENTS (continued)

for the year ended 31 December 2006

6. CASH AND CASH EQUIVALENTS ON HAND

2006 2005
VNDm VNDm
Cash on hand in Vietnam Dong ("VND") 94,164 80,495
Cash and cash equivalent on hand in foreign currencies ("FC") 20,841 15,628
Gold and gemstones 913 1,021
115,918 97,144

7 BALANCES WITH THE STATE BANK OF VIETNAM (SBV)
2006 2005
VNDm VNDm
Balance with the SBV in VND 249,058 136,974
Balance with the SBV in FC 12,868 8,405
261,926 145,379

Balances with the SBV include settlement and compulsory deposits.

In the year, the Bank maintained its compulsory deposits in compliance with the requirements by the

SBV.

8. CURRENT ACCOUNTS WITH OTHER BANKS

2006 2005
VNDm VNDm
Settlement accounts with local banks in VND 173,599 227,124
Settlement accounts with local banks in FC 228,004 10,989
Settlement accounts with overseas banks in FC 11,653 6,941
413,256 245,054

9. PLACEMENTS WITH AND LOANS TO OTHER BANKS
2006 2005
VINDm VNDm
Term deposits with local banks in VND 2,391,700 1,181,600
Term deposit with local banks in USD 730,238 563,637
3,121,938 1,745,237




NOTES TO THE FINANCIAL STATEMENTS (conlinued)
for the year ended 31 December 2006

INVESTMENTS IN SECURITIES (continued)

10.2 Held-to-maturity sccurities

- Special Government bonds: As at 31 December 2006, the Bank has been granted YiNDm
200,000 by the MOF to increase chartered capital in the form of Special Government bonds,
These bonds have a  duration of 20 years commencing from 2002 and bear interest at a
fixed rate of 3.30% p.a., with  interest payable on annual anniversary dates. The Bank is
not allowed to transfer out or discount  these bonds within 5 years from the date of
issuance. Interest income on Special Government bonds are restricted 1o increase chartered
capital in accordance with Circular 100/2002TT-BTC dated 4 Movember 2002 by the
MOF. During 2006, the Bank received VNDm 6,600 of interest on these  bonds from the
Government and increased capital (see Mote 23). The Bank has the intention and  ability

11,

i hold these bonds (o maturity,

Iderest  Face value

Srart olane Maturify dale  rate ipa.) Vs

Special Government bonds 20 Sept 2002 20 Sept 2022 3.30% 200,000
LOANS TO CUSTOMERS

R 2005

VNI V&NTIm

Commencial loans 10,113,433 B.435,28

Frozen loans - 1,692

10,113,433 B,436,973

Commercial loans comprise of short-term, medium-term and long-term loans including syndicated
loans led by the Bank in both VND and USD. Commercial loans denominated in YND bear intenest
al rates varying from 9.60% pa o 17.46% pa. depending on the terms of the loans (2005; from
9.60% p.a. o 16.80% p.a.). Commercial loans denominated in USD bear interest at rates from
6,15% p.a. 10 9% p.a, (2005 from 2.89% p.a. 1o 5.48%p.a.).

Analysis of loan portiolia by industry 15 as follows:

2004 2005

V& % ¥NDm %

Construction 2,912,824 28.80 2,820,550 3343
Commerce 3,107,159 D72 2,149,768 25,48
Agriculture, Forestry and Aguaculture 1,254,371 12.40 1,636,623 19.40
Manufacturing and Processing Abh3, 464 4.59 501,348 5.94
Transportation and warehouse 433,519 4,29 412,281 4,89
Othiers 1,942,006 19.20 016,403 10.86
10,113,433 1060 8,436,973 100




MOTES TO THE FINANCIAL STATEME NTS (continued)
for the year ended 31 December 2006

11, LDANS TO CUSTOMERS (continued)

Analysis of loan portfalio by type of business entity is as follows:

20 205
ViNDim % VMO %
State sector 493,122 4.88 634,622 7a2
Private sector 1,545,971 15.29 1,167,608 13.84
Individual persons 7.710,907 76.24 b438,819 76.32
Co-operatives 3,975 0.04 . -
Foreign invested emerprises 49,676 0.49 54,268 0.64
Oithers 309,782 3.06 141,656 1.68
10,113,433 100 8,436,973 100
12. OTHER ASSETS
2 205
VNI VM m
Prepaid interest expenses 29,835 10,266
Prepaid expenses 9,762 10,403
Tools and materials 1,675 B52
Others 10041 11,533
51,313 33,060
13,  CURRENT ACCOUNTS OF THE STATE TREASURY AND OTHER BANKS
LM 0%
WIN LM Vidlm
State Treasury n VND 20,149 23,743
Local banks in VND 65,119 39,636
Local banks in FC . 56,320 2
141,608 63,381
14, BORROWINGS FROM THE STATE BANK OF VIETNAM
2N 200%
VN X YiLAm
Barrawed funds secured by Government bonds - 136,000
Repurchase agreements 921,816 200,000
Oitheer bomowing - 1,008
921,816 337,008




MNOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2006

15.  TERM DEPOSITS AND BORROWINGS FROM OTHER BANKS

2006 2005

YINDm VN

Term deposits from local banks in VIND 6,699,659 3,909,602
Term deposits from local banks in FC 477,903 356,326
Borrowings from local banks in VND - 758
Other 421 .
7,177,983 4,266,686

16, OTHER BORROWED FUNDS

16.1  Funds borowed from Agence Franaise de Développement’s ("AFD") through the Ministry of Finance
represent  funds for the Project *"Housing Program to Residents in Flooding Areas in Mekong
Delta®, details are as  follows :

Original 2006 Interest rate

frerrr years) YNOm (% o)

Medium and long-term borrowings from AFD 20 315,240 3.016 10 3.074
315,240

16.2 Details of funds from Rural Development Finance Project Phase 11 :

Chriginal 2Ny Interest rafe 2005 Interest rae
fferm years! ViNEhm e gl VN % pa.)

Medium and long term borrowings
irom Rural Development Finance 3 410102 710t 768 400,776 710w 7.68

Project Phase 1l - World Bank 410,102 400,776




NOTES TO THE FIMANCIAL STATEMENTS (continued]
for the year ended 31 December 2006

17.  CUSTOMER DEPOSITS AMD OTHER AMOLIMNTS DUE TO CUSTOMERS

SNy 2005

Wiy ViNDim

Demand deposits 939,156 595,459
Demand deposits in WMND 824,562 530,499
Demand saving deposits in VND 93,976 31,843
Demand deposits in FC 14,025 9150
Demane saving deposits in FC 4,593 3,967
Term deposits 4,035, 867 2938081
Temm deposits in VYMD 1,348,975 G0N0, B0
Term saving deposits in VND 2,510,770 1,887,475
Other term saving deposits in VMD - 1,639
Term saving deposits in FC and gold 176,122 148,158
Rills amd deposit cerificales isseed by the Bank 3,380,989 2,204,449
Bills and deposit centificates in YND 3,374,169 2,204,449
Bills and deposit certificates in FC 6,820 =
Margin deposits 19,520 19,397
Margin deposits in VWD 18,441 19,050
Margin deposits in FC 1,079 347
Depasils for specilic purposes 1 28,963
Depaosits for specific purposes in VND 1 28,963
Chther payabie o customears 11.320 16,073
8,386,853 5,802,422

18,  CAPITAL ACCOUNTS

Chartered capital of the Bank represents capital contributions received by the Bank from the
Government of the Socialist Republic of Vietnam or the State Bank of Vietnam in forms of cash
and Special Government bonds and assets from merger with Vietnam Gemstones and jewelry
Company. Interest income receipts from Special Government Bonds are also directly capitalized
in the chanered capital according to Circular 100/2002/TT-BTC dated 4 Movember 2002 by the
Ministry of Finance.

Capital accounts of the Bank as at 31 December 2006 and 2005 were as follows:

Charterod Caher

cantal capital Testal

WiNLhT VDA YiNEAm
Balance as at 1 January 2005 747 B0 33,422 A1 22F
Capital increase from receipts of interest income on
Special Government bonds in the year f, 600 - 6,600
Reclassified interest income from Special Government
bonds in prior years from other capital to chartered capital 13,200 (13,200 e
Capital use tax for the year 2005 - 5,169 g 1649
Balances as at 31 December 2005 767,600 29,31 796,99
Capital increase from receipts of interest income on
Special Government bonds in the year 6,600 - 6,600
Balances as af 31 December 2006 774,20 259,331 803,591

B e e e g — =]



MOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2006

18. CAPITAL ACCOUMNTS (continued)

Capital Use Tax

Capital Use Tax is assessed on the total amount of the State Budget allocated to state owned
enterprises (SOEs) including the Bank. According to Circular 30¥2002/TT-BTC dated 27 March
2002, Capital Use Tax, which is calculated at 1.80% p.a. on the average capital funds allocated
to the Bank, is allowed 1o be retained by the Bank and 1o increase the Bank’s capital. From 2006,
the Bank is not required to calculate and account for Capital Use Tax in the financial statemients.

2 2005
YWLIm ViLim
Capital use tax - 9,169

19. STATUTORY RESERVES
Supplemend-  Business &  General  Employee Bonis and

ary caputal | oevekopment risk  tErTnatian WelGre

FEsErve fESEEe SO FPSETE firrets Toatal

Vi ViNDm Vi ViNIm ViNDm WiNDm
As at 1 January 2005 2,214 6,131 1,785 293 182 10,605
Create reserves for 2005 2,605 19,687 3,917 - 16,708 42,937
Uilizations z - - - {129) {129)
Reclassified to other liabilities ' - - (293) - {293)
As at 31 December 2005 4819 25,818 5722 - 16,761 53,120
Create reserves for 2006 3,663 34,796 6,959 - 27 836 73,254
Addition in the year - -
Litilizations - - - - (IF7E) (11,776)
Asat 31 December 2006 B.482 G614 12,681 - 42,821 124,598

On 23 November 2005, the Government issued Decree No. 146/2005/ND-CP with regard 1o the
financial regime applicable to credit institutions, which is enacted from 16 December 20035,

According to Decree No. 146/2005/MD-CP, state owned commercial banks are required to make the
following allocation of profit after tax to create statutory reserves

Annual allocation from the profit after tax | Maximum balance
Supplementary capital reserve 5% aof the profit after tax Chartered capital

The following reserves are calculated based on the profit after tax, and after deducting the allocation (o
the supplementary capital reserve,

General risk reserve 10% r.'n‘ remaining profits 25% chMer'e-i capital
Business and tlwehpment reserve | 50% of ré-.m:ir'll'ng .p'l'i.‘ll'lli Mot npplllfahle
Bonus and welfare fumds 3 months salary if current years prodit Mot applicable

margin is not lower than previous year's and
2 momiths salary if current year's profit mangin
is lenwoer than previous year's

Business development reserve Remaining profit Not applicable

The utilization of statutory reserves is in accordance with guidelines as discussed in Decree 146,



NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2006

20, INTEREST AND SIMILAR INCOME

MK 215
VYN L]
Interest income from loans to cusiomers 1,122,360 B78, 064
Interest income from placement with and loans 1o other banks 138,409 64,151
Interest from other credit activities B.597 5,625
1,269,366 947,840
1. INTEREST AMD SIMILAR EXPEMSE
NG 20015
ViNDm ViNENm
Interest expense on customer deposits and other amounts due to customers 563 442 364,266
Interest expense on borrowings and deposits from other banks 497,380 263,250
Other interest expenses 5,559 25,140
1,066,381 652,656
22, MET FEES AND COMMISSION INCOME/IEXPEMSES)
206 2005
¥WDim VisNEhm
Fees and commission income from:
Selilement services 4779 3,814
Treasury activities 52 56
Other fees and commission 2,202 1,116
7073 4 986
Fees and commission expense from:
Setllement services (1,791} {1,762}
Treasury activities (2,429) (1,685)
Other fees and commission expenses (560) 16100
(4,780} 15,057
Met fees and commission incomeflexpenses) 2,293 (71}

23. ENTERPRISE INCOME TAX

The Bank has the obligation 1o pay Enterprise Income Tax MEIT') at the rate of 28 percent of teable profits.

The Bank's tax refurns are subject (o examination by the tax authorities, Because the application of tax
laws and regulations to many types of transactions is susceptible to varying interpretations, amounts
reparted in the financial statements could be changed at a later date upon final determination by the

tax authorities,

The tax assessments for the years 2005 and 2006 have not been finalised by the tax authorities.

2006 2005

VNI VNDm

Current Enterprise Income Tax 28814 20,425
Deferred Enterprise Income Tax . .
Enterprise Income Tax Expense 25814 21,425

—ram

e
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NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 December 2006

CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the Statement of Cash flows comprise the following
Balance Sheet amounts:

20 2iMI5

YiNLImn Vi Ll

Cash and cash equivalents on hand 115,918 97144
Balances with the State Bank of Vietnam 261,926 145,379
Current accoumnts with oiher banks 413,256 245,054
Current accounts of the State Treasury and other banks (141,608) 163,381}
Placements with and |oans to banks due within 30 days 2,205,677 481,971
Term depaosits and bormowings from banks due within 30 days {2,047,359) (347,000}
BO7 810 559,167

OFF - BALANCE 5SHEET ITEMS

In the normal course of business, the Bank is a party 1o financial instruments with offi-balance
sheel nsk. These financial instruments mainly comprise financial guarantess and commercial
letters of credit. Thete instruments involve elements of credit risk in excess of the amounts
recopnized in the balance sheet.

Credit risk for off-balance sheet financial instruments is defined as the possibility of sustaining a
logs because any other party 1o a financial instrument fails (o perform in accordance with the
terms of the contract.

Financial guarantees are conditional commitments ssued by the Bank 1o guarantee the
pedormance of a customer to a third party including guarantee for borrowings, settlement,
performing of contract and bidding. The credit risk involved in issuing guaraniees i+ essentially the
sarmd as thal invalved in extending facilites (o other customeers,

Commercial at sight letters of credil represent a financing transaction by the Bank to i1s customer
where the customer 15 usually the buyerfimporter of goods and the beneiciary is typically the
sellerfexporter. Credit risk is limited as the merchandise shipped serves as collateral for the
iransaction,

The Bank normally requires margin deposits to support credit-related financial instruments when
it i deemed necessary. The deposit margin required vanes from nil to 100% of the value of a
commitment granied, depending on the credit worthiness of clients as assessed by the Bank |

The outstanding commitments and contingent liabilities ane as follows :

SN 25
Chverddie Cirredl Tatal [ Rerdue Crrrerd Teowal
Vi Vi Vi Wiy Vi D VW Dm

Conlingencies
Financial guarantees . 42,926 42,926 - 21,023 21,033
At sight letters of credit . 18,810 18,810 . 10,068 10,068

— JGL76 _eL7ie - _3L101 _2L101




NOTES TO THE FINANCIAL STATEME NTS (continued)
for the year ended 31 December 2006

SUBSECQJLIENT EVENTS

Other than as disclosed elsewhere in these financial statements, at the date of this report, there
were no events, which occurred subsequent to 31 December 2006 that significantly impacted the
financial position of the Bank as at 31 December 2006.

EXCHAMGE RATES OF APPLICABLE FOREIGM CURRENCIES AGAIMST VIETMAM DONG AT THE
YEAR END

S0 JOMHS

VLY VAL
usD 16,0091 15,872
ELIR 21.016 18,735
GaP 31,365 27,270
CHF 13,049 11,987
1Py 134 134
SGD 10,399 9,497
CAD 13,772 13,589
AL 12,630 11,578
THE 434 380

HKD 2,055 2,040
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Should you have further inquiries, please feel free 1o contact us at:

Intermational Banking Depadtment
Tel: (B4-8) 930 5568

Fax: {B4-B) 930 2512
E mail: mbb@mbb.com.m
Website: wanw, mhbocomavn
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