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VIET CAPITAL SECURITIES JOINT STOCK COMPANY

STATEMENT OF THE BOARD OF MANAGEMENT’S RESPONSIBILITY IN RESPECT OF THE
REPORT ON CAPITAL ADEQUACY RATIO

The Board of Management of Viet Capital Securities Joint Stock Company (‘the Company”) is
responsible for preparing the report on capital adequacy ratio as at 31 December 2017 (“the Report”) in
accordance with Circular 87/2017/TT-BTC issued by the Ministry of Financed on 15 August 2017
(“Circular 87/2017/TT-BTC") and prevailing regulations applicable to securities companies operating in
Vietnam. In preparing the Report, the Board of Management is required to:

« select suitable accounting policies and then apply them consistently; and
+ make judgments and estimates that are reasonable and prudent.

The Board of Management is responsible for ensuring that proper accounting records are kept which
disclose, with reasonable accuracy at any time the financial position of the Company and which enable
the Report to be prepared which comply with the basis of accounting sef out in Note 2 and Note 3 to the
Report. The Board of Management is also responsible for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and detection of fraud and other errors.

APPROVAL OF THE REPORT ON CAPITAL ADEQUACY RATIO
We hereby approve the accompanying report on capital adequacy ratio as set out on pages 5 to 29. The
Report was prepared and presented in accordance with Circular 87/2017/TT-BTC and prevailing

regulations applicable to securities companies operating in Vietnam.

On behalf of the Board of Management

To Hai
Chief Executive Officer

Ho Chi Minh City, Vietnam
28 March 2018
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Auditor's Opinion

In our opinion, in all material respects, the Company's report on capital adequacy ratio as at 31
December 2017 had been prepared and presented in accordance with Circular 87/2017/TT-BTC and
Note 2 and Note 3 to the Report,

Other matters

The independent auditor's report is prepared in Vietnamese and English. Should there be any conflict
between the Vietnamese and English copies, the Vietnamese copy shall take precedence.

alf of PwC (Vietnam) Limited

B

2l

Nguyen Hoang Nam Ho Ngoc Thang

Audit Practising Licence No. Audit Practising Licence No.
U849-2018-006-1 2262-2018-006-1
Authorised signatory

Report reference number: HCMB733
Ho Chi Minh City, 28 March 2018



Viet Capital Securities Joint Stock Company SOCIALIST REPUBLIC OF VIETNAM
Ref: Independence - Freedom - Happiness

Re: Report on Liquid Capital Ratio Ho Chi Minh City, 28 March 2018
To: The State Securities Commission

REPORT ON LIQUID CAPITAL RATIO
As at 31 December 2017

We undertake that:

(1) The Report is prepared on the basis of data updated as at the date of the report in accordance with
Circular 87/2017/TT-BTC issued by the Ministry of Finance on 15 August 2017 (“Circular
87/2017/TT-BTC") providing guidance on capital adequacy ratio applicable to securities dealing
institutions and sanctions imposed on non-compliance cases;

(2) For matters that may affect the financial position of the Company after the date of this report, we will
update them in the next reporting period,

(3) We are fully responsible under the laws for the accuracy and truthfulness of the contents of the

Report.
Chief Accountant Head of Internal Control Chief Executive Officer
- 88 -
/ [ cOPHAN
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Doan Minh Thien Trinh Thi Thu Huyen



VIET CAPITAL SECURITIES JOINT STOCK COMPANY

REPORT ON CAPITAL ADEQUACY RATIO
AS AT 31 DECEMBER 2017

LIQUID CAPITAL

Liquid capital
No. DESCRIPTION Liquid capital Deduction Addition
(1) (2) (3)

A | Equity

1 Owners’ capital 1,200,000,000,000

2 Share premium 572,400,000,000

3 | Treasury shares (60,000,000)

4 | Equity component of converiible bonds -

5 | Other components of equity -

6 | Financial assets' revaluation reserve 497,706,089,367

7 | Supplementary capital reserve 44,485,624 092

8 | Financial and operational risk reserve 78,404,663,590

9 | Other equity's funds -

10 | Undistributed earnings 626,458,820,196

11 | Provision for impairment losses of assets 24,271,288,057

12 | Fixed assets’ revaluation reserve =

13 | Foreign currencies translation reserves £

14 | Convertible bonds =
15 | Market valuation downside/upside value of financial

investments being carried at cost - - =

16 | Others (if any) -

1A | Subtotal 3,043,666,485,302

The notes on pages 14 to 29 are an integral part of this Report.



















VIET CAPITAL SECURITIES JOINT STOCK COMPANY

REPORT ON CAPITAL ADEQUACY RATIO
AS AT 31 DECEMBER 2017

RISK VALUE WORKING (continued)

B COUNTERPARTY RISK VALUE (continued)
2. Risk value of overdue balances
Overdue periods Risk coefficient Risk Risk value
(%) exposure
0 — 15 days since due date 16 - -
16 — 30 days since due date 32 -
30 — 60 days since due date 48 - -
More than 60 days since due date 100 19,918,450,000 | 19,918,450,000
OTAL RISK VALUE OF OVERDUE BALANCES 19,918,450,000
Due date is determined as in table below:
Type of securities/transactions Due date
Derivatives According to prevailing regulations applicable for derivatives
Listed shares T+2
Listed bonds T+1
Over-the-counter transactions T+n, in which n is subject to contractual agreements
3. Risk value of large exposures
No. | Counterparty name Risk confiiclent Risk exposure | Risk value

(%)

TOTAL RISK VALUE OF LARGE EXPOSURES

The notes on pages 14 to 29 are an integral part of this Report.
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VIET CAPITAL SECURITIES JOINT STOCK COMPANY

REPORT ON CAPITAL ADEQUACY RATIO
AS AT 31 DECEMBER 2017

3

3.2

3.2.1

3.2.2

PRINCIPLE REPORTING POLICIES (continued)

Liquid capital (continued)

Deductions (continued)

e)

f)
Q)

Market valuation downside value of financial investments being carried at cost, except those
excluded from liquid capital. The market value is determined in accordance with Circular
87/2017/TT-BTC,;

Current assets with remaining term of collection above ninety (90) days;

Items which auditors qualify, express adverse opinion or disclaim to express opinion in
audited/reviewed financial statements.

In determining deductions, the following reliefs are permited:

Relief on assets being collaterals for the Company’s obligations is the minimum of (i) their
market value determined in accordance with Circular 87/2017/TT-BTC, (ii) their book value
and (iii) the remaining value of the obligation.

Relief on assets collateralised by customers' assets is the minimum of (i) their market value
in accordance with Circular 87/2017/TT-BTC and (i) their book value.

According to Circular 87/2017/TT-BTC, the Company is not required to calculate risk values of
assets excluded from liquid capital.

Additions

Liquid capital of the Company is increased by maximum 50% of equity, by addition of the
following items:

a)

b)

Market valuation upside value of financial investments being carried at cost, except those
excluded from liquid capital as noted in section 3.2.1. The market value is determined in
accordance with Circular 87/2017/TT-BTC;

Debts convertible into equity

Debts convertible into equity are comprise two groups below, and meet all conditions listed
below:

e« Convertible bonds (excluding equity component which is already included in liquid
capital), preference shares with initial preference period of at |least five (5) years; or

e Debt instruments with initial term of at least ten (10) years and in any case the holders
are repaid only when the Company pays off ils secured debls and unsecured debls |

16



VIET CAPITAL SECURITIES JOINT STOCK COMPANY

REPORT ON CAPITAL ADEQUACY RATIO
AS AT 31 DECEMBER 2017

3

3.2

PRINCIPLE REPORTING POLICIES (continued)

Liquid capital (continued)

3.2.2 Additions (continued)

3.3

b) Debts convertlble Into equity (continued)
Conditions to qualify debts convertible into equity include the followings:

 Not secured by the Company's assets;

» The Company only redeems before maturity upon request of holders or repurchase on
secondary market after announcing to the State Securities Commission in accordance
with Circular 87/2017/TT-BTC;

« The Company is able to pause interest payment and delay to following year if such
interest payment resulting a loss;

¢ In case of liquididation, the holder is only repaid after the Company pays off its secured
and unsecured debts;

= Interest increase revision, including revision of interest spread, is applied after five (5)
years since issue date and only once during its duration before conversion into ordinary
shares;

» The debl is registered for addition in accordance with Circular 87/2017/TT-BTC.

Addition by debts convertible into equily reduces over lime [ollowing principle below.

= During the last five (5) years before maturity/conversion date, the Company reduces by
20% of initial value each year,

¢ During the last four (4) quarters before maturity/conversion date, the Company reduces
by 25% of remaining value each guarter, after reduding by 20% of initial value each year
above.

Position risk value

Position risk value associates with potential loss upon adverse change in market value of assets
being owned or to be owned under underwriting commitment.

At the end of trading date, the Company shall determine position risk value on the following
assets:

» Group 1: Assets exposed to market risk on net position value,

e Group 2: Securities under firm underwring commitment not yet distributed and uncollected
during underwriting period;

e Group 3: The Company's coverred warrants in issue

» Group 4: Future contracts.
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VIET CAPITAL SECURITIES JOINT STOCK COMPANY

REPORT ON CAPITAL ADEQUACY RATIO
AS AT 31 DECEMBER 2017

3

3.3

Positlon risk value (continued)

3.3.5  Asset valuation (continued)

PRINCIPLE REPORTING POLICIES (continued)

|

Asset type

Valuation base

Bonds

continued)

Unlisted bonds

Maximum of the followings:

a) Quoted price on selected bond quotation
system (if any) plus accrued interest;

b) Purchase price plus accrued interest

c) Parvalue plus accrued interest

d) Internal valuation base, plus accrued interest

In other words: Max (a,b,c,d)

Shares listed on Ho Chi Minh City Stock
Fxchanges

Closing price of the latest trading date prior to the
reporting date;
If not traded within the two (2) weeks prior to the
reporting date, valuation base is the maximum of
the followings:

a) Book value;

b) Purchase price;

c) Internal valuation base.
In other words: Max (a,b,c)

Shares listed on Hanol Stock Exchanges

Closing price of the latesl trading date prior to the
reporting date,
If not traded within the two (2) weeks prior to the
reporting date, valuation base is the maximum of
the followings-

a) Book value,

b) Purchase price;

c) Internal valuation base.
In other words: Max (a,b,c)

Shares of public companies registered
for trading on UPCoM

Closing price of the latest trading date prior to the
reporting date;
If not traded within the two (2) weeks prior to the
reporting date, valuation base is the maximum of
the followings:

a) Book value;

b) Purchase price;

c) Internal valuation base.
In other words. Max (a,b,c)
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VIET CAPITAL SECURITIES JOINT STOCK COMPANY

REPORT ON CAPITAL ADEQUACY RATIO
AS AT 31 DECEMBER 2017

3 PRINCIPLE REPORTING POLICIES (continued)

3.3 Position risk value (continued)

3.3.5 Asset valuation (continued)

1T Asset type

Valuation base

Shares (continued)

Shares unlisted, registered and
unregistered for trading equities held in
custody at Vietnam Securities Depository
("vSD")

10

- The average of transacted prices announced by
the three (03) independent quoting entities at the
latest trading date within one (01) month prior to
the reporting date.

- If lack of at least 3 quotations, valuation base is
the maximum of:

a) Quoted prices

b) Most recently quoted prices
c) Book value

d) Purchase price

e) Internal valuation base

In other words: Max (a,b,c,d.e)

Suspended equities, delisted equities or

b cancelled equities

Valuation base is the maximum of:
a) Book value
b) Nurchase price
c) Internal valuation base

In other words: Max (a,b,c,)

Equities of entities in the process of

s dissolution or bankruptcy

13 Other equities, other investments

80% of disposal value of these equities as at the
latest preparation date of the statement of the
financlal position prior to the reporting date, or
internal valuation base.

Valuation base is the maximum of:
a) Bool value
b) Purchase price
c) Internal valuation base

In other words: Max (a,b,c,)
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VIET CAPITAL SECURITIES JOINT STOCK COMPANY

REPORT ON CAPITAL ADEQUACY RATIO
AS AT 31 DECEMBER 2017

3

34

3.4.1

PRINCIPLE REPORTING POLICIES (continued)

Counterparty risk value (continued)

Risk coefficient by counterparty

Counterparty risk coefficient is determined based on type of counterparty and past due period as
required in Circular 87/2017/TT-BTC.

Risk coefficient by counterparty is determined as in table below:

Type of counterparty Risk
o coefficient
(1) | The Government, Government guarantee issuers, governments and central 0%
banks of countries in OECD; People's Committees of Municipalities
(2) | Stock Exchanges, Securities Depository Centre 0.8%
(3) | Credit institutions, financial institutions, securities securities dealing 3.2%
institutions incorporated in OECD countries and with credit ratings
qualifying certain internal requirements of the Company
(4) | Credil institulions, linancial inslitutions, securilies dealing inslitutions 4.8%
incorporated outside OECD countries; or incorporated in OECD countries
but not qualify certain internal requirements of the Company
(8) | Credit institutions, financial institutions, securities dealing institutions 6%
incotpotaled and uperaling in Vielnarrn
(6) | Other institutions and individuals 8%
Risk coefficient by past due period
Overdue dates since deadlines of payments/ securities Risk |
settlements — coefficient
(1) | 0-=15 days since deadlines of payments/ securities settlements 16%
(2) | 16 — 30 days since deadlines of payments/ securities settlements 32%
(3) | 31 — 60 days since deadlines of payments/ securities settlements 48%
(4) | Over 60 days since deadlines of payments/ securities settliements 100%
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VIET CAPITAL SECURITIES JOINT STOCK COMPANY

REPORT ON CAPITAL ADEQUACY RATIO
AS AT 31 DECEMBER 2017

3 PRINCIPLE REPORTING POLICIES (continued)

3.4 Counterparty risk value (continued)

3.4.3 Counterparty risk exposure

No.

Type of transactions

Counterparty risk exposure

1.

Term deposits and unsecured loans and
balances from securities trading
activities and brokerage activities

Entire value of the loans

Financial asset loans/ Agreements of
commeon substance

Max {(Market value of contracts - Value of collateral
assets (if any)),0}

Financial assel borrowings/ Agreements
of common substance

Max {(Value of collateral assets - Market value of
contracts),0}

Reverse repo contracts/ Agreements of
common substance

Max {{Value of contracts at purchase price - Market value
of contracts x (1 - Market risk coefficient)),0}

Repo contracts/ Agreements of common
subsiance

Max {(Market value of contracts x (1 - Market risk
coefficient) - Value of contracts by selling price),0}

Margin lending contracts/ Agreements of
common substance

3.4.4 Counterparty risk exposure relief

Max {(Debt balance - Value of collateral assets),0}

Counterparty risk exposure relief is applicable to contracts and transactions that meet all of the
following conditions:

- Counterparty/customer has collateral assets to secure their obligations and collateral assets
are cash and cash equivalents, valuable papers, transferable money market intruments,
listed securities, securities registered for trading, Government bonds, bonds guaranteed by
the Ministry of Finance;

- The Company reserves discretion to control, utilise or transfer the collateral asssts in case
the counterparty fails to meet their obligations sufficiently and timeline as committed in the
contracts.

Value of assets backing the relief is determined as follows:

Value of collateral assets = Quantity x Asset price x (1 — Market risk coefficient)
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VIET CAPITAL SECURITIES JOINT STOCK COMPANY
REPORT ON CAPITAL ADEQUACY RATIO

AS AT 31 DECEMBER 2017

<& SUBSEQUENT EVENTS

On 17 January 2018, the Board of Directors approved the first plan of corporate bonds issuance
in 2018 to increase working capital capacity of the Company. Details of this plan are as follows:

Type of bond Non-convertible and unsecured

Par value VND10,000,000 BN

Quantity of issue 50,000 gy

Total value of issue VND500,000,000,000 \

Issue price At par value I

Interest rate Vary on each issue at the Board of Management's ' *
discretion, not exceeding the average of medium mobilising /
interest rate of Joint Stock Commercial Bank for Investment

and Development of Vietnam and Vietnam Joint Stock
Commercial Bank for Industry and Trade plus 4.5%

Other than this fact, there have been no significant subsequent events occurring after the
reporting date which would require adjustments or disclosures to be made in this Report.

The Report was approved by the Board of Management on 28 March 2018.
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Doan Minh Thien Trinh Thi Thu Huyen " To Hai Y
Chief Accountant Head of Internal Control Chief Executive Officer
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