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 SUPERVISORY COMMITTEE 



 HoChiMinh City 6th March 2010
REPORT ON THE FINANCIAL SITUATION 

OF ABBANK IN ‘2009
· Based on the functions and mission of the Supervisory Board of ABBANK
· Based on the financial report and business result report in the year of 2009 of ABBANK
· The Supervisory Board hereby report the appraisal result of ABBANK’s financial situation in 2008 as following:
I.
ORGANISATION AND MANAGEMENT
1.
System’s organization 
In 2009 as compared with 2008, even though the business results of banking industry in general and ABBANK in particular grew better, Vietnam economic is yet to feed the impacts of worldwide financial crisis.  Therefore, ABBANK has to make strong efforts on market competition, stabilize the bank operating and continue to grow our business.
In 2009, ABBANK activities are in compliance with the laws of the Financial Instituations, the regulation of the State Bank, the resolutions of ABBANK’ Shareholder Meeting and the decisions of ABBANK’s Board of Directors.
After all efforts, ABBANK has increased the charter capital from 2,705,882 million VND to 3,482,512 million VND.  Based on the actual and market situation, in 2009 the business target of ABBANK have been reviewed and adjusted to increase as follows:

Unit:  million dong
	Items
	Up to 31/12/2009
	Plan 2009
	Achieve as compared to the adjustment planed

	Total Assets
	26,518,084 
	19,365,000  
	37%

	Charter Capital
	3,482,513 
	     3,482,512 
	 

	Outstanding Loans
	     12,882,962 
	   10,460,000  
	23%

	Deposits
	15,001,842 
	11,073,000  
	35%

	Interest Earnings
	   689,502 
	618,615  
	11%

	Service Fee Earnings
	  87,906 
	69,655 
	26%

	Treasury
	    11,078 
	 
	 

	Net investment income and others
	     49,523 
	90,000  
	-45% 

	Total Income
	   838,009 
	778,270  
	8%

	Operating Expenses
	   351,498 
	 318,193  
	10%

	Operating Profit
	   486,511 
	460,078  
	6%

	Provision
	   (73,896)
	         60,078  
	23%

	Profit before Tax
	   412,615 
	400,000  
	3%


2.
Network Development
Network development chart though out the years:

	
	12/2006
	12/2007
	12/2008
	12/2009

	Branches
	6
	6
	8
	15

	Sub-branches
	7
	47
	58
	70

	Counters
	
	1

	Total
	13
	53
	66
	86

	At
	6

Province/City
	22

Province/City
	24

Province/City
	86

Province/City
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ABBANK’s network development continues to expand.  In 2009, there are 7 branches (in which, 3 sub-branches were upgraded to branches), 15 new sub-branches and 1 counter have been set up and in operation.  It increased the total branches and sub-branches of ABBANK to 86, an increased of 20 branches/sub-branches as compared to end of 2008.  However, under the world economic crisis circumstances, there are many difficulties of the market especially in the financial industry, resulting in some branches and sub-branches facing difficulties and incurring some losses in the business.
3.
Human Resource Development
	Year
	2005
	2006
	2007
	2008
	2009

	Number of employees
	95
	309
	946
	1,345
	1,717


	WORKFORCE
	2008
	2009

	As of 31 December 2009, ABBANK workforce is
	1,345
	1,171

	In which:
	
	

	          Permanent employees                    
	1,300
	1,594

	          Contractual employees                        
	45
	123

	Education:
	
	

	          After University                                        
	21
	69

	          University                                             
	875
	1,169

	         College and High School
	422
	479


II.
BUSINESS RESULTS
1.
Assets and Liabilities:
Unit:  million dong

	Items
	2008
	2009
	Ratio

+/- Compared previous yr (%)
	Ratio

On Total

Assests

(%)

	1. Liabilities
	13,494,125
	26,518,084
	              96.52 
	       100.00 

	a. Chartered capital and other funds
	3,902,753
	4,273,355
	                9.50 
	       100.00 

	b. Loans from Government and State Bank
	
	37,023
	 
	 

	c. Deposits and borrowings (including valuable paper issued by bank)
	9,307,953
	21,336,045
	            129.22 
	       499.28 

	d. Grants and entrusted investments
	9,564
	              15,000 
	 
	           0.35 

	e. Other liabilities
	221,094
	636,578
	            187.92 
	         14.90 

	f. Derivative financial instruments and other liabilities
	-
	4,002
	 
	           0.09 

	g. Retained earnings
	52,761
	216,081
	            309.55 
	           5.06 

	2. Assets
	13,494,125
	26,518,084
	              96.52 
	       620.54 

	a. Outstanding loans
	6,538,980
	12,882,962
	              97.02 
	       301.47 

	b. Provision for credit losses
	-81,229
	-142,460
	              75.38 
	         (3.33)

	c. Deposit at State Bank
	597,642
	624,326
	                4.46 
	         14.61 

	d. Cash, monetary
	173,943
	193,424
	              11.20 
	           4.53 

	e. Deposit at other financial institutions
	2,441,272
	8,439,425
	            245.70 
	       197.49 

	f. Investment to government bonds, securities, local financial institution bonds
	2,034,699
	3,053,329
	              50.06 
	         71.45 

	g. Derivative financial instruments and other assets
	884
	                           -   
	 
	              -   

	h. Long-term investment
	769,478
	335,759
	            (56.37)
	           7.86 

	k. Depreciation fixed assets
	423,132
	430,850
	                1.82 
	         10.08 

	i. Intangible fixed assets
	57,392
	76,274
	              32.90 
	           1.78 

	j. Other receivables and payables
	537,932
	624,195
	              16.04 
	         14.61 


· ABBANK charter capital increased by 29%, to 3,482,513 million dong as compared to 2008, achieved 100% as plan.  ABBANK is in compliance with the State Bank requirement in term of charter capital.

· Total assets: as at 31/12/2009 total assets is 26,518,084 million dong, increased by 20% as at end of 2008.

· Deposits: as at 31/12/2009 total deposits and borrowings (including valuable paper issued by bank) is 21,336,045 million dong, increased by 129.22% as at end of 2008.  The ratio of total deposits on charter capital is 612.66%.

Deposits form customers is 15,001,842 million dong, equivalent to 70.19% of the total deposits, increased by 125%, to 8,328,098 million dong as compared to 2008 (6,673,744 million dong) and exceed 35% as plan.  Details as follows:  non-term deposits is 4,886,829 million dong; term deposits is 9,483,567 million dong; security deposits is 271,446 million dong.
· Loan:  as of 31/12/2009 total credit loan is 12,882,962 million dong, in which, economic organizations and consumers accounting for 12,737,424 million dong, and others accounting for 145,538 million dong.  As compared to 2008, the outstanding loans increased by 97%, achieved more than 23% as plan. The ratio of the loans and deposits is 60.38% as at 31/12/2009
2.
Credit Loan and Guarantee Loan
2.1
Credit Loan

Total credit loan is 12,882,962 million dong, in which loan to other financial institutions is 115,000 million dong.
· Types of loan customers:
· Total credit loans customers at ABBANK:

· Corporate:  5,870 customers with outstanding loans is 9,294,732 million dong

· Consumer:  12,022 customers with outstanding loans is 3,442,692 million dong

· As compared to total outstanding loans, loan to corporate hold 72.15% and loan to consumer is 26.72%

· Types of loan purpose:
	Loan purpose
	Outstanding loan

(million dong)
	Ratio

	Securities
	495,666
	3.85%

	Consumers
	534,875
	4.15%

	Others
	1,595,055
	12.38%

	Real estate
	3,138,614
	24.36%

	Working capital
	7,118,752
	55.26%

	Total
	12,882,962
	100.00%


· Types of terms loan

· Short-term loans 

:
7,654,404 million dong
· Medium and long-term loans
:
5,228,558 million dong
· Types of terms loan

· Qualities of outstanding loans

	Classification of Loan
	Provision Payable
	Ratio

	Group 1:  standard loan
	            12,489,111
	96.94%

	Group 2:  special mention loan
	                 205,909 
	1.60%

	Group 3:  substandard
	                   25,436 
	0.20%

	Group 4:  doubtful
	                     7,885 
	0.06%

	Group 5:  loss
	                 154,621 
	1.2%

	Total
	12,882,962
	100.00%


Remarks: According to decision 493/QĐ-NHNN on provision for credit losses
As at 31/12/2009 non-performing outstanding loans rate is 1.46%, whereas at end of 2008 is 4.16%.  This achievement is due to great efforts from ABBANK’s management and staffs.
2.2
Guarantee Loan

Total guarantee loans balance as of 31/12/2009 is 2,409,924,881,707 dong, in which mainly are from HCMC main brach, Hanoi branch and Danang. 

3.
Business results
Unit:  million dong

	Items
	2008
	2009
	Ratio

+/- Compared previous yr (%)

	1.  Interest and similar income
	1,494,819
	1,646,999
	10.18 

	2.  Interest and similar expenses
	1,223,980
	957,497
	(21.77)

	I. NET GAIN/LOSS FEES AND COMMISION
	270,839
	689,502
	154.58

	3.  Fees and commission income
	45,785
	111,483
	143.49 

	4.  Fees and commission expenses
	24,001
	23,577
	(1.77)

	II. NET GAIN/LOSS FROM OPERATING
	21,784
	87,906
	303.53 

	III. NET GAIN/LOSS FROM DEALING IN FOREIGN CURRENCIES
	-4,950
	11,078
	(323.80)

	IV. NET GAIN/LOSS FROM DEALING OF TRADING SECURITIES
	-24,678
	1,543
	(106.25)

	V. NET GAIN/LOSS FROM INVESTMENT SECURITIES
	46,438
	25,632
	(44.80)

	5.  Other operating income
	7,463
	8,316
	11.43 

	6.  Other operating expenses
	773
	2,464
	218.76 

	VI. NET GAIN/LOSS FROM OTHER OPERATING
	6,690
	5,852
	(12.53)

	VII. CAPITAL CONTRIBUTION AND SELL SHARES
	20,710
	16,496
	(20.35)

	VIII. OPERATING EXPENSES
	246,401
	351,498
	42.65 

	IX. NET OPERATING INCOME BEFORE PROVISION EXPENSE FOR CREDIT LOSSES
	90,432
	486,511
	437.99 

	X. PROVISION EXPENSE FOR CREDIT LOSSES
	25,018
	73,896
	195.37 

	XI. PROFIT BEFORE TAX
	65,414
	412,615
	530.77 


The main revenue of ABBANK derives from credit.  ABBANK is yet to fully gain revenue from other services.  Particularly, the revenue from interest earnings is 82.28% on the total revuene of the bank in 2009
In 2009, ABBANK achieved 412,615 million dong profit before tax, increased by 347,201 million dong (530.77%) as compared to 2008
III. INTERNAL ACCOUNTING
1. In 2009, internal accounting department fulfil all reports according to the regulations of State Bank and HCMC Tax Department.

2. The internal accounting department checked and monitored all the operating figures reports and business results report in 2009.  The financial reports such as account statement, income and expenses report are fully completed in a timely and accurate manner.  The filing and monitoring of accounting documents, statement and reports are in compliance with the regulations.
3. The provision is also in compliance to regulation 493/QD.  Provision as follows:
· The specific provision is 67,130 million dong

· The general provision is 75,330 million dong

IV.
DEBTS SETTLEMENT ACTIVITIES
	
	
	Outstanding from 2007
	2008
	2009
	Increasing/ Decreasing

	OUTSTANDINGS
	No. of documents
	28
	120
	63
	-57

	
	Principal
	
	210,211,636,427
	77,915,211,016
	-132,296,425,411

	
	Interest
	
	6,864,469,896
	4,534,262,500
	-2,330,207,396

	
	Total
	
	217,076,106,323
	82,449,473,516
	-134,626,632,807

	RESULTS OF DEBTS SETTLEMENT
	No. of settlement documents
	
	34
	64
	30

	
	Principal
	
	90,002,805,225
	108,287,767,234
	18,284,962,009

	
	Interest
	
	10,878,108,500
	16,030,036,472
	5,151,927,972

	
	Total
	
	100,880,913,725
	124,317,803,706
	23,436,889,981


Remarks:

As compared to 2008, the total number of outstanding debts, principals and interest collections are decreasing significantly.  This shows that the bad debts settlement is more effective than 2008.  At the end of 2009, the ratio of bad debts and outstanding loans is 1.47%, the total retain bad debts is 23,437 million dong (mainly caused by objective factors and new outstanding loan).  This achievement is the result of strong efforts of the management of ABBANK in general and Debts Settlement Department in particular.
V.
INTERNAL AUDIT
In 2009, Internal Audit Department strengthes the department by increasing the roles and activities of the internal audit according to the regulation of the State Bank and following the international standard.  The Internal Audit Deparment has made the regulations and strategic plan for internal auditing in the period of 2009-2012, and created the internal auditing handbook, etc…
This deparment has audited the IT devision and Can Tho branch, checked the financial statement report 2009, etc…. and raised petitions to the board of management.
IV.
INTERNAL SUPERVISORY AND CONTROL
In 2009, ABBANK’s Internal Audit and Control Department coordinated with the Supervisory Board which belongs to the Board of Director to perform the internal audit as follows:

1. Check/verify the operating performance of all departments, boards at head office, branches and sub-branches.

2. From June 2009, Internal Audit and Control Department has checked and audited 100% on preferred interest loans, consumer loans, negotiable interest loans, L/C settlement loans, the compliance of foreign exchange management and reportings according to the regulations of the State Bank by time-period.
Though checking and auditing, this shows that ABBANK fully comply as regulation 806/TTR3 dated 09/06/2009 promulgated by Inspectors of State Bank regarding to the checking on preferred interest loans, the compliance of foreign exchange management and banking safety operating.  Those loans which have not complied with the regulation of State Bank, after checking, the Internal Audit and Control Department has suggested to revoke those loans and report to inspectors of State Bank.
3. Besides checking the specific performances, the Internal Audit and Control Department coordinated to check on the working hours, working attire, working and service attitude of ABBANK staff to our customers.

4. After the comments, remarks and suggestions in the audit minutes of 2009, the Internal Audit and Control Department also set the time-line for amendment and adjustment.  All departments have reported the progress of the amendment and adjustment.  Based on the reports, Internal Audit and Control Department reviewed the correction again.  A continue to check on new loans.
5. Unscheduled audit:

· In 2009, the Internal Audit and Control Department performed unscheduled audit to 8 branches/sub-branches: Khanh Hoa branch, Gia Lai branch, Bac Lieu branch, Hanoi branch, Main branch (Ky Hoa sub-branch, Tran Hung Dao sub-branch, Minh Khai sub-branch and Truong Chinh sub-branch);

· Performed unscheduled check of the security cash-box from 13 sub-branches moving back to main branch by the end of day: Minh Khai sub-branch, Ky Hoa sub-branch, Tran Hung Dao sub-branch, Phu My Hung sub-branch, Khanh Hoi sub-branch, Nguyen Cu Trinh sub-branch, Cong Hoa sub-branch, Lac Long Quan sub-branch, Tan Phu sub-branch, Le Van Sy sub-branch, Phan Dang Luu sub-branch, Huynh Van Banh sub-branch, Ky Hoa sub-branch.

· Performed unscheduled check on the safety of cash-vaults of 5 sub-branches and main branch: Quang Trung sub-branch, Le Van Viet sub-branch, Binh Tan sub-branch, Chanh Hung sub-branch, Da Kao sub-branch.
After auditing and checking, the Internal Audit and Control Department has made suggestions on the credit, accounting and cash-vaults safety and procedures to comply with the requirement of State Bank regulation, to ensure the security in business operation.  At the same time, the Internal Audit and Control Department also suggested the action to be taken for those departments that did not comply with the regulation. 
General Comments:
1. Strength
1.1. Credit procedures: have complied with the regulation of loans, articles 77, 78 of financial credit law.  Especially continue to monitor and check on preferred interest credit loans deals to ensure that the loans are issued to right purpose and beneficiary.
1.2. Accounting operating procedures: have complied with the financial accounting procedures of the State Bank such as keeping accounting books, account opening procedures, accounting documents fillings.
1.3. Cash operating procedures: have complied with the decision 60/2006/QĐ-NHNN dated 27/12/2006 regarding “handling, monitoring and transportation on cash, valued goods and valuable papers”.  Through the decision 129/QĐ-HĐQT.07 dated 11/06/2007 and instruction 04/CVNB-NHAB.08 dated 17/01/2008, ABBANK guided on handling and monitoring procedures of cash and valuable goods, papers.  End of day, end of month cash balance checking procedures have also complied with the regulations.
2. Weakness
2.1. Regarding the checking on the purpose of loans periodicaly, ABBANK need to pay more attention to detecting the non-performaning loans of customers or customers who use the approved credit loans for wrong purpose.  Most of the checking purpose of loans reports has shown the purpose of those loans.  However, there are no attached documents to prove the purpose of loan usage.
2.2. Pay more attention to outstanding loans classification and outstanding group transferring loans.  Raise up the reason and suggest the solutions to handle those cases.
2.3. Customer documents have to be prepared properly and completely, and follow the loans classification according to the regulation.
3. Others
3.1. Have fulfilled procedures and complied with the regulation by the State Bank against money laundering and misappropriation in order to prevent and reduce risks for ABBANK.
3.2. During the expanding of the network development, in order to strengthen the security of the cash vaults, the Internal Audit and Control Department continues to check on the process of the cash vaults at branches and sub-branches such as: the standard of the vaults following the decision 10/2002-NHNN dated 01/04/2002 by State Bank of Vietnam, the vaults door to be made by Banking Mechanical Company, location of the vaults, installed-equipment, regulations of the vaults, vaults access procedures, etc….
3.3. Through the faults report from the State Bank and the Internal Audit and Control Department in 2006, 2007 and 2008, all departments of ABBANK have learned from the experiences and improve the operating process.
3.4. ABBANK has established the Internal Audit and Control Units in the North, HCMC main branch, Da Nang branch, Can Tho branch, Vung Tau branch, Gia Lai branch, Binh Duong branch, etc.  These units report to the Internal Audit and Control Department Head Office.  Total headcount is 20 staffs.  With the significantly growth of ABBANK, in 2010, the Internal Audit and Control Department plans to set up the Internal Audit and Control Units at Bac Lieu branch, Khanh Hoa branch in order to check and monitor closely the operating process and procedures to ensure the bank is in compliance with the regulations.
3.5. In 2009, the Internal Audit and Control Department has completed 100% as plan.
VII.
OTHERS (According to the laws of the financial institutions)
1. Articles 77 and 78:  in the case of the loan is not approved and the credit is limited:  ABBANK is not violated.
2. Article 79:  Limit on loans and guarantee:
· Limit on loans: based on the outstanding loans at ABBANK as at 31/12/2009, the total highest ratio outstanding loans of one customer is 10.53%:  Not violated

· Limit on loans and guarantee: based on the outstanding loans and guarantee at ABBANK as at 31/12/2009, the total highest ratio outstanding loans and guarantee of one customer is 10.53% :  Not violated

3. Article 80:  Limit on capital contributing to purchase shares
· The highest capital contributing to purchase shares rate is 10.44% on working capital of the corporate:  Not violated
· Total capital contributing to purchase shares rate of corporate customers is 12.44% of ABBANK’s charter capital:  Not violated

4. Article 81:  Guarantee ratio:
· Minimum guarantee capital ratio is 25.4%:  Not violated

· Minimum capital payable is 70.0%:  Not violated

· Maximum ratio of short-term deposits used for mid and long-term loans is 14.27%:  Not violated

5. Article 82:  risk provision: has complied with decision 493/2005/QĐ-NHNN dated 22/04/2005 and decision 18/2007/QĐ-NHNN dated 25/04/2007 promulgated by State Bank of Vietnam
· ABBANK makes the loans classification and provision according to the regulations monthly and quarterly.
· Using provision to settle the risks:  Not yet

6. Article 88:  Purchase, invest on fixed-assets:
· The ratio of fixed-assets on capital is 13.61%:  Not violated

IN SUMMARY

1. Through the business analysis and report on the financial situation of ABBANK in 2009, profit before tax achieved more than 400,000 million dong, exceeded 4% as 2009 plan.  This achievement is due to great efforts from ABBANK’s management and staffs.  However, in 2010 ABBANK has to increase the revenue from bank services
2. The Supervisory Board suggests that the Board of Management continue to strengthen the operation of all departments, frequently review and evaluate the operation efficiency in order to have timely solution to help all departments achieve the business plan.
3. The Process and Regulation Department regularly check and update the bank regulations of the entire bank network through training sessions as well as communicate with all departments to follow the regulations (especially for new products).  To improve the control process and procedures in order to limit and reduce the risk on credit for the bank.
4. Guiding other departments on the loans classification and revolving outstanding loans regulations to identify the credit risks and the manners to handle those risks.
5. Regularly guiding, checking and reviewing the foreign exchange transactions at HCMC main branch, branches and sub-branches to minimize the risks, ensure the operation security and bank operation efficiency.
6. To comply with the State Bank regulations, suggest to take the following actions:
· Develop and issue the various levels policy in the bank operation.
· Amend and issue the financial regulation, fixed-assets management and purchasing policy.

· Amend and issue the property construction, management and purchasing policy.
· Develop the wages policy based on the business performance results.  Must have the policy to check and monitor the payroll process to ensure accuracy.
HEAD OF SUPERVISORY BOARD
HOANG KIM THUAN
10/12


