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I. Outline of the Project

Country : Socialist Republic of Vietnam Project title : The Project for Institutional
Capacity
Development for Infrastructure Finance in
Vietnam

Issue/Sector : Financial Sector Cooperation scheme : Technical Cooperation

Division in charge : Vietnam Office Total cost : 262,000,000 JPY

(R/D): Sep, 2008-Sep, 2011 Partner Country’s Implementing Organization :

Period of Vietnam Development Bank

Cooperation Supporting Organization in Japan : Japan
Economic Research Institute Inc.

Related Cooperation :

1. Background of the Project

The Socialist Republic of Vietnam (hereinafter referred to as “Vietnam”) has been achieving a
remarkably high economic growth during recent years. The country, however, requires a larger
investment in its infrastructure and industrial development in order to maintain or extend its growth
amidst the mega-trend of international integration among ASEAN countries, etc.

Vietnam Development Bank (hereinafter referred to as “VDB”) has been established in 2006 by
virtue of the Decision No. 108/2006/QD-TTg of Prime Minister by reorganizing the Development
Assistance Fund (DAF). VDB succeeded the 61 branch offices of DAF spreading throughout the
country with employees numbering 2,500 and loan assets amounting to the equivalent of US$ 6 billion.
It used to be recognized that VDB was in need to augment its institutional capability to become
self-sustainable and autonomous institution through the strengthening of credit risk control, the
establishment of the fund mobilization mechanism, the operation management of IT system and the
human resource development. VDB has been making striving efforts by establishing and implementing
the Long and Medium term Strategic Plan to 2020.

Given the background as such, the Government of Vietnam made a request to the Government of
Japan to provide the technical assistance for the development of institutional capacity for infrastructure
finance in Vietnam.

JICA dispatched a study team to conduct the ex-ante evaluation survey of the project requested by
Vietnam in June 2008. As a result of the study, both Vietnamese and Japanese sides agreed to implement
the Project for Institutional Capacity Development for Infrastructure Finance in Vietnam, signing the
original M/M and R/D on June 12, 2008. VDB was appointed as the counterpart organization of the
Project.

For implementing the Project, JICA has dispatched a team of consultants covering the disciplinary
areas of policy framework, credit risk management, IT system development, fund mobilization and
human resource development, etc. to station at VDB and implement the Project at its headquarters and
branch offices during the period from September 2008 till September 2011. With the remaining project




period of about three months, the JICA decided to conduct the terminal evaluation in Vietham during the
period from June 13 to June 24, 2011 for the purpose of evaluating the achievement of the Project,

making recommendations for the remaining period and future continuation of the Project and obtaining

lessons learned from the Project.

2. Project Overview
(1) Overall Goal
Sustainability of investment lending of VDB is strengthened in accordance with the VDB’s

strategic plan and socio-economic development objectives.

(2) Project Purpose

VDB’s autonomous and effective operation of investment lending as a development bank are
strengthened.

(3) Outputs
1) Framework of VDB’s governance is strengthened with its clear mission.
2) Credit risk management is improved.
3) Knowledge of fund mobilization and ALM (Asset and Liability Management) is enhanced.
4) Human resource development system is strengthened.

(4) Inputs

Japanese side :
Expert: 13 Experts Equipment: None
Trainees received: 38 Trainees Local cost: None

Vietnamese Side :

Counterpart:
Office Facilities:

Office space for the Project Team

25 Officers & Staffs Equipment: Computer Server and software

I1. Evaluation Team

Members of [ Mr. Toshio NAGASE Team Leader  Senior Representative, Japan
Evaluation International Cooperation Agency
Team (JICA) Vietnam Office
Ms. Tsuzuri SAKAMAKI Credit Risk Chief Advisor, JICA Project for
Management  Strengthening Functions of Banking

Mr. Takayuki HAYASHIDA

Mr. Yasuhisa KURODA

Coordinator

Evaluation
Analysis

Supervision of State Bank of Vietnam
Senior Project Formulation Advisor,
JICA Vietnam Office

Director, OPMAC




Period of June 13, 2011 - June 24, 2011 Type of Evaluation : Terminal
Evaluation

I11. Results of Evaluation

1. Summary of Evaluation Results
(1) Relevance: Highly Relevant

The government of Vietnam maintains the socio-economic development plan in putting emphasis
on the development of infrastructure. The Socio-Economic Development Plan (SEDP) 2006-2010 is
succeeded by SEDP 2011-2015 which maintains the same policy with the preceding plan. The
development of infrastructure requires a huge amount of funds for provision of which VDB plays a
vitally important role. Such development involves the extra-large amount of funds that commercial
banks will not be able to cope. The importance of the investment lending of VDB remains very valid.
The Project is found relevant to the development policy of Vietnam, the needs of Vietnamese economy,
the needs of the beneficiaries of investment lending and Japan’s ODA policy.

(2) Effectiveness: Validly Effective

The Decree No. 151/2006/ND-CP stipulates that VDB finances the projects whose financial
viability is confirmed by VDB. VDB is basically following the rule. The data of Non-Performing Loan
(NPL) is not disclosed by VDB as there is no regulation form the government/SBV on the method of
capturing the NPL covering VDB. Instead, VDB is disclosing in its annual report the amount of overdue
loans and frozen loans. The ratio of overdue and frozen loans/total outstanding balance of investment
lending is in the declining trend and has subsided to 3.8% in 2009.

The Outputs of the Project are found to be on its way for being produced out of the activities
conducted with exception of the quantification function of the credit risk management system. Though it
would take some time, long for some indicators or short for others, the Outputs produced are taking
gradual effects in generating the Project Purpose.

(3) Efficiency: Efficient with a partial deficiency

Inputs of both sides are in line with the original plan and assessed appropriate. The Outputs of the
Project are also found to be satisfying what has been originally planned with exception of the credit risk
quantification function. The Project will be finished at the stage of completion of the internal rating
system. It is assessed that the Project has been implemented in partially attaining the efficiency which
the original Project plan anticipated. The partial deficiency is attributable to the non-availability of
information critically indispensable for quantification function to be retrieved from the core banking
system.

(4) Impact: Symptoms identified for positive impact
It is still pre-mature to evaluate the ultimate level of achievement of the Overall Goal as the Project
is still in the developing stage of the internal rating system and it requires some time before generating
the material effects. But the Project has started acknowledging the symptoms which will eventually




bring a positive impact onto the investment lending of VDB in such moves as; (i) the government’s
move towards revising the governance framework of VDB, (ii) VDB’s move for institutionalizing the
credit risk management system, and (iii) the employees’ recognition on the framework of development
financial institution forming a solid basis for VDB’s approaching the government for the revision of the
policy framework, etc.

(5) Sustainability: Sustainable beyond the termination of JICA’s assistance

There have been no factors impeding on the decision making process and on the continuation of the
Project after termination of the assistance by JICA. The Project is deemed sustainable, should a
sufficient consideration and arrangement be made with particular attentions to the policy level and the
technical aspects of sustainability.

2. Factors that promoted realization of effects
(1) Factors concerning to Planning

The four items of Outputs planned under the Project are generating a synergy effects among
themselves and contributing to the realization of the effects. The steps taken to promote the governance
framework have been driving the development of the credit risk management system, whereas the
effectiveness of the credit risk management system depends upon the improvement of a solid
governance framework to effectively function. The enhancement of the employees’ recognition on the
framework of development financial institution is forming a solid basis for VDB’s approaching the
government for the revision of the policy framework.

(2) Factors concerning to the Implementation Process

The Project has been working for constructing a corporate-based database and an internal rating
system, starting actual upgrading in May 2010. The internal rating system has been developed
simultaneously. The system will be completed in July 2011 and will be extended to all of the branch
offices handling the investment lending covering all of their customers. The system will be interfaced
with the core banking system at the headquarters and can retrieve the CIF information, data from loan
books and overdue accounts from the host computer for processing at the internal rating system. The
development of a web network is noteworthy as it will bring a significant benefit to the bank for its
effective usage for risk management.

3. Factors that impeded realization of effects
(1) Factors concerning to Planning

Though this is not an issue directly impeding the realization of the effects, it is to be noted that
many of the indicators established for Outputs, Project Purpose and Overall Goal are not expressed in
the concrete terms enabling the Evaluation Team to conduct an objective assessment. Not only the
quantitative targets but also the indicators for quality type of measurement should be enumerated with
care in its concreteness so as to make sure for the reader to clearly understand what the state of
condition being targeted is and what the baseline conditions are.




(2) Factors concerning to the Implementation Process
It has been reported that the Project has encountered with unexpected difficulties in obtaining the
necessary data from the banking system stemming from the weakness of organizational and operational
control in the course of system development in the areas such as; (i) insufficiency of the financial data and
information of the customers, (ii) inaccurate file of customer information, and (iii) insufficiency of
appropriate tools of collateral and guarantee management. The Project is to be terminated finding no
solution to the critical ones of such weaknesses.

4. Gonclusion

The Project has been verified to have achieved or on the way to achieve the originally established
target in attaining effectiveness, efficiency, impacts and sustainability while maintaining a strong
relevance. There exist convincing developments that the Project would increase its contribution to
enhance the autonomous and effective operation of investment lending at VDB.

In conclusion, the Project has achieved the objectives set by the R/D, i.e. the Project has completed
its mission. Therefore, the Joint Evaluation Team hereby concludes that JICA technical cooperation can
be terminated on the prescribed date of expiry specified in the contract as has been scheduled.

5. Recommendations
(1) Institutionalization of Credit Risk Management Policy
The internal rating system is to be completed and scheduled to be handed over to VDB. In order for
the system to be smoothly installed at each branch and put into an effective use, VDB needs to establish a
solid policy guiding all the parties concerned with clear-cut policy in enforcement of the credit risk
management. It is hereby recommended that VDB makes the utmost efforts in accelerating the
institutionalization of the policy.

(2) Accumulation and Storing of Customer Information

It has been reported that the Project has encountered with unexpected difficulties in obtaining the
necessary data from the banking system stemming from the weakness of organizational and operational
control. It is hereby recommended that VDB takes actions to resolve those weaknesses and solidify the

business infrastructure for investment lending.

(3) Upgrading of the Credit Risk Management System
The internal rating system is to be completed while a part of the originally designed system will not
be finished when it will be handed over to VDB. VDB is expected, on its own efforts, to complete the
project by developing the risk quantification module for the system in accordance with the roadmap to
be prepared by the Project. It is recommended that VDB to make due efforts in enhancing the effective
utilization of the developed system.

(4) Coordination with Donors for Synergy
The Project has established collaboration with other donors. Having a relation of collaboration with




those development partners may help VDB to sustain and enhance the results of the Project. It is hereby
recommended that VDB establishes or maintains collaborating relationship with donors in looking for an
opportunity of synergy effects.

(5) Needs for Post-Delivery Support of the Internal Rating System
With regard to the transfer of the internal rating system to VDB, there exists a certain concern over if
the system could be brought up to the stabilized operating condition smoothly. It is customary for any of
the system development case that it encounters numerous problems, major or minor, that needs to be
attended for remedial solution. It is hereby recommended that both Vietnamese and Japanese sides make
efforts for causing preventive measures for solution. It is imperative to have sufficient measures of
safeguarding for such events so as to avoid the situation in which any occurrence of local problem leads to
the complete standstill of the system.

6. Lessons Learned
(1) Training through the Discussion Seminar — Good Practice
In anticipation of the trial run of the internal rating system at branch offices, the Project adopted the

approach of establishing a working team as early as in January 2011 nominating 11 members from the
departments concerned. The Project worked together with the working team to identify the financial
indicators that could be used as the screening criteria for the screening system. The working group met six
times since its start-up and successfully reached the target of selecting the appropriate indicators. The
discussion process gave good opportunities for learning and experiencing financial analysis. Those 11
members are now appointed as the official trainers for training the branch offices in installing and running
the operation of the system. The process of training appears to be effective in placing the participants to
learn, think, do, and disseminate of specific knowledge. The process may be of help remedying the
weakness of TOT training in which the trained trainers often lack the experience and actual practice of the
subjects taught and cannot manage his/her training course well. This experience of the Project can be
noted as a good practice case for which a close monitoring is worth doing.

(2) Baseline data
A lesson can be learned from the result of the Project that is ending up while leaving a part of the
originally designed function incomplete. The reason for such case has been referred to as the
non-availability of the credit related data and information that should have been accumulated and stored in
the core banking system. For any project involving the system development, there must be a careful study
of the baseline condition. It is also critically important that different solutions should be made ready just in
case the bottleneck surfaces during the course of development. This Project is about to leave a lesson for
similar projects in future reminding the importance of baseline study.

(3) Verifiable Indicators failed to be expressed in the terms that can be verified
Another lesson is learned about the expression of the verifiable indicators. It has been noted that
many of the indicators established for Outputs, Project Purpose and Overall Goal are not expressed in

Vi




the concrete terms enabling the Evaluation Team to conduct an objective assessment. Not only the
quantitative target but also the indicators for quality type of measurement should be enumerated in
concrete terms with care so as to make sure for the reader to clearly understand what the state of
condition being targeted is and what the baseline conditions are.
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ANNEX I:

ACHIEVEMENT OF THE PROJECT (Views of Executing Agency*)

The counterparts assigned at the Executing Agency recognize the achievement of the Project as of the date of Terminal Evaluation. The contents are as have been reviewed and

reported by the counterparts and does not represent the views of the Evaluation Team. The views of the Evaluation Team will be summarized in ANNEX II “Results of Review™.

Project Title : Institutional Capacity Development for Infrastructure Finance in Vietnam

Project Site : Vietnam Development Bank (VDB)

Project Period : September 2008 - September 2011
Date of Achievement : Asof June 13, 2011

Narrative Summary

Objectively Verifiable Indicators

Results

Overall Goal:

Sustainability of investment lending of
VDB is strengthened in accordance
with the VDB’s strategic plan and
socio-economtic development
objectives.

Status of progress of state credit
investment in the socio-economic
development plan,

Qutstanding  amount of VDB’s
investment lending grows at an annual
average of 15 to 17% (in current price),
Amount of disbursement of VDB’s
investment lending grows as an annual
average of 20 to 25% (in current price),
Investment lending of VDB in the
infrastructure and industrial sector (I
and III of eligible list of Decree 151)
continue to account for more than 75%
in terms of outstanding balance,

Resuits of post-evaluation for selected
projects are rated high.

During the plan period {2006-2010), the capital investment occupied an average share of 42.0%
in GDP. The Socio-Economic Development Plan for 2011-2015 has been drafted following the
same fundamental policy adopted by the previcus plan and is expected to be approved in
National Assembly in the third quarter of 2011. The draft plan anticipates the share of capital
investment among GDP to remain at the same level with that of the previous plan.
The average rate of annual increase in the disbursed amount of investment lending at VDB
during 2006-2010 has been 16.5%.

The average ratc of annual increase in the amount of outstanding balance of investment
lending at VDB during 2006-2010 has been 32.0%.

The investment lending in the infrastructure and industrial sector (I and III of the eligible [ist
of Decree 151) has been averaging at 78.0% of the total investment lending of SVB during
2006-2010.

Projecct Purpose:

VDB’s autcnomous and effective
operations of investment lending as a
development bank are strengthened. .

. Number of projects which are justified

from a viewpoint of the financial
feasibility as well as the clear mission of
VDB in 2011,

Quantitative and qualitative trend of

- VDB implement project appraisal according to internal guiding documents stipulated in
Decree No. 151/2006/ND-CP, guiding documents of the Ministry of Finance, in some
exceptional cases, VDB finances the projects following separated program of the Government
according to criteria stipulated by the Government in each period.

- In general, due to economic crisis in the world and high up to now, production and business
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non-performing loan (NPL) (currently
5.6%),

3. Progress of dissemination of credit risk

management system to branch offices
(quantitative and qualitative).

situation of clients have been influenced leading to increase of non-performing loan.

~ VDB currently maintains 56 branches including the transaction centers. The internal rating
system that has been developed under this Project shall be extended to all of the branches
handling the investment lending using WEB network.

Outputs

1. Framework of VDB’s govermance is
strengthened with its clear mission.

2. Credit risk management is improved

1.1

1.2

1.3

1.4

Outcome of the policy dialogues with
supervising ministries,

Annual business plan for investment
credit is in line with the strategic plan
of VDB,

Status of legal
(preparation/approval),
Relevance of legal documents.

documents

Output 1:
JERI advisory team in coordination with PMU members headed by project director — VDB
deputy governor have discussed relevant issues with concerned agencies including Ministry of
Finance, SBV etc. and sponsors.
- The bond market in Vietnam has suffered a serious impact from the global financial crisis.
Under such circumnstance, the advisory team has worked together VDB for prioritizing the
financing projects tightly to cope with the tighter funding market and conditions. The
prioritization should be made in accordance with the strategic plan and such action shall assure
the annual business plan to be in line with the strategic plan

- VDB has been approaching the povemment and agencies concemed for revision of Decree
151 (2006), Prime Minister’s Decision 110 (2006} and Prime Minister’s Decision 44 (2007);
submission of VDB’s strategic plan till 2020 to the government. Based on recommendations
and proposals of VDB and ministries, government has informed that revised decree shall be
approved in the third or fourth quarter of 2011.
- Decrees governing the investment lending of VDB was under consideration for revision to be
appropriate with socio-cconomic development plan of the state in each period.

2.1

22

23

24
2.5

26

2.7

Frequency of risk management
committee/credit management
committee and outcome of meetings,
Status of model corporate-based
database construction,

Status of trial on internal rating system
{debtor classification},

Status of credit loan classification
Status of credit risk quantification
guideline formulation,

Stricter monitoring mechanism is
introduced by 2011,

Number of trainees who have applied

Output 2:

- There exists no credit risk management committee at VDB, A credit committee was once
established in 2007 for sanctioning individual loans to customer ceased to function after a short
life. The project made a proposal for establishing the credit risk management policy and
establishment of a committee for such purpose. It is now found that VDB is taking steps to
officially decide the establishment of credit management policy, credit committee and credit risk
management committee soon. The actual performance up till today sees no functioning of credit
risk management apparatus and therefore is judped to be failing to meet the target established.

Credit risk management committee was not established at VDB. The project made a proposal
for establishing a committee for this purpose. VDB is taking steps to officially decide the
establishment of credit management policy, credit committee and credit risk management
committee.

- The database started construction in May 2010 and JERI experts cooperated with IT
department of VDB to develop database software through WEB network. The system acquired
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3. Knowledge of fund mobilization and
ALM (Asset and Liability
Management) is enhanced.

4. Human resource development
system is strengthened.

skills and knowledge gained through
the training program of credit risk
management and internal rating/credit
activities based on the internal rating to
regular works at their respective home
offices.

the financial data of approximately 1,200 enterprises for the years of 2008 and 2009. The
financial data for 2010 is under processing and will be finished by November 2011,

- The internal rating system has completed trial period. The system has adopted the screening
methed using the financial as well as the non-financial data to identify the appropriate financial
indicator and its cut-off points for distinguishing probability of default. The Working Team
appointed in January 2011 under the PMU discussed and worked together for obtaining effective
indicators. The system is loaded with the indicators identified by the Team and tested for some
80 enterprises using the data stored in the database system.

- VDB has classified loans by the duration of anrear.

- The project created a working group constituted of fifieen members under PMU. They are
nominated as official trainers for internal rating system, however, members did not acquire
sufficient information of the project.

- VDB has better understanding on risk management and is ready to acquire knowledge.

3.1 Learning progress of trainees,
3.2 Quality of training materials prepared,
and
3.3 Number of participants in the training
programs including workshops/seminars.

Output 3:

- Participants attended fully discussions, training on fund mobilization and ALM. During
training process, participants had discussions with presentators.

- Training materials on fund mobilization and ALM has provided overview and sufficient
knowledge on basic issues as well as actual implementation in DBJ, Then, participants attending
training could apply some experiences of DBJ in operation of VDB.

4  Quality of training plan (training
subjects,  schedule, number of
participants, etc.}

Output 4:

Qutput 4, basically has achieved the targets, including:

- Organizing observation trips for experience exchanging in abroad; domestic and oversea
seminars relating to 4 outputs of the project.

- Discussing, experience sharing and recommendations on plan, contents, organization and post
training evaluation etc. in order to improve quality of human resource.

- Training plan is appropriate in term of program, contents, teaching materials, trainers/
presentators, training duration and number of participants.

Activities:

1.1 Hold workshops/seminars for
policy issues,

1.2 Evaluate projects in different
sectors and feedback of the results

Inputs:

Inputs by Vietnamese side

A. Personnel (counterparts)

B. Facilities (office space, hardware and
software for credit risk management)

Output 1:

- The project has organized a significant number of workshops and seminars for policy issues.
Overseas training have been aranged twice to Japan and once to the Philippines to which 38
leaders and officials of the bank participated. In addition, workshops and seminars have been
organized in Vietnam for five courses during the two years of 2008 and 2009 and some more
seminars are coming during July-August this year. The total number of participants was as many
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on a selected basis,

13 Identify agenda for policy
dialogues,

1.4 Make consultations with the
existing

platform for policy dialogues with
relevant stakeholders on a regular

basis,

1.5 Develop VDB’s annual
investment
credit plan with  strategic
orientation,

1.6 Submit recommendations for
preparation and modification of
relevant legal documents.

2.1. Assess existing processes taken for
credit risk management,

2.2 Activate risk management
committee/credit risk management
committee,

2.3A Take measures to improve the
operational processes relating to

the
credit risk management;

23A.1 Draft the ‘Credit Risk
Management Policy’,

2.3A.2 Categorize VDB’s loan assets
based on ‘Credit Risk
Management Policy’,

23A3 Identify loan appraisal
operation flow based on
‘Credit Risk Management
Policy’,

2.3A.4 Introduce stricter monitoring

Local Cost including expenses required
for the domestic training,
seminars/workshops and  domestic
business trips

Inputs by Japanese side

B.

(Exchange rates :

Personnel

Experts

(1) Project Leader/Policy Analysis,

(2) Credit Risk Management,

(3) IT System for Credit Risk
Management,

(4) Fund Mobilization/ALM.

(5) Human Resource Development

Training

Study tours to Japan and/or third

country

Equipment as required

I

uUssl= ¥

VND )

as 430 persons.

-The project has not assessed clients of VDB by sectors, field, it causes that selected financial
indicators in formula of intemal rating system do not reflex fully impacts of sector factors in
client analysis.

- JERI experts will continue dialogue with PMU on forthcoming direction for VDB.

- The project has been discussing with PMU and the bank’s management on the priority issues to
be addressed. In addition, the project has maintained communication with the members of JCC
for policy dialogues.

- The project has been exchanging views with PMU and the bank’s management on the annual
business plan each year.

- The project, having been informed that the decrees goveming the investment lending of VDB
was under consideration for revision, took proactive actions for making inputs of a philosophy of
the development finance by policy based finance institution that should be incorporated into the
regulating rules.

Qutput 2:

1. General activities:

- Survey, experience leaming in abroad.

- Discussion, participation in in-country seminars.

Through discussions, in-country and oversea seminars/workshops, staff of VDB has general
view on credit risk and credit risk management.

Each seminar introduced activities implemented by JICA under collaboration with VDB at that
time to get feedback comments and to make plan of activities for coming time.

Especially, group discussions are organized weekly, monthly between advisory experts and VDB
working team to discuss issues raised by experts and to get feedback from VDB staff based on
actual working experience at VDB relating to data collection and operation of software “credit
classification of VDB".

2. Cooperating to collect database:

Base on collected data of client information{(TTKH]}, advisory experts referred, proposed, and
worked together with client information{TTKH} to collect data for the project:

- Collecting actual database from VDB’s clients. Analysis and assessment should be done based
on such database.

- Organizational structure, specific job description for staff of VDB to work with experts.

- Results of database analysis did not satisfy assessment system set by experts therefore not so
many indicators were selected, experts proposed to PMU to set indicators appropriate with VDB.
3. Construction of internal rating system:
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mechanism,
23A.5 Identify the wusage of
’ corporate-based database,
2.3B Build up appropriate credit risk
management system;
23B.1 Build up model
corporate-based
database with sufficient
information,
2.3B.2 Identify methodologies of
application of corporate-based
database with branches,
2.3B.3 Conduct irial operation of
internal rating system that
includes the debtor
classification concept,
2.3B.4 Conduct trail operation of
credit risk assessment method
inapplicable  for  internal
rating, ,
2.3B.5 Formulate credit risk
quantification method for each
asset loan category,
2.4 Review existing training programs
for
credit risk management,
2.5 Conduct training program for credit
risk management.

3.1 Review and discuss existing
activities

for fund mobilization and ALM,
3.2 Based on the above revicw,

discussions

and Japanese experiences:

- Experts proposed 2 options, selected options after having consensus between JICA and VDB is
to develop database by separated software.

- Up to second quarter of 2010, some basic indicators for credit rating were selected for internal
rating,. .

- Trial was done in transaction office I (SGDI) and now it is under construction.

4, Training:

~ Client information staff acquired well training program from advisory side, however, it will be
more effective if trainings are conducted in combination with actual works.

5. Recommendations:

- There should be experts giving direction for operation after handing over technology from 9-12
months.

- It takes time to technical rating system compatible with VDB including risk management
policy, credit committee, risk management committes: from 1-2 years.

Output 3:
According to experiences from Japan, the project has organized discussions, seminars/
workshops on fund mobilization and ALM including:
- Seminar on credit risk management, ALM and fund mobilization activities in February 2009.
- Seminar on role and direction of VDB through economic and financial crisis in March 2, 2010:
this seminar also mentioned on fund mobilization issue of development bank.
- Seminar on bank activity direction and fund mobilization of development bank in May 2010.
Results:

- Seminars have analyzed in-country and international economic— financial situation as well
as results of development bank’s activities, analyzed and given proper solutions for improving
fund mobilization activities for development bank.

- Introducing ALM model of DBJ as basis for development bank to study and construct its
ALM model.

- Helping development bank’s staff and JICA experts to understand operational model of
development bank as well as DBJ to exchange knowledge, experiences with an aim of finding
solutions for enhancing activities of development bank, especially for fund mobilization.

* Limitations:

- There has not been separated topic on fund mobilization and ALM. Fund mobilization issues
limited in analyzing overview data by years and haven’t analyzed fund source activity in detail.
- There exists no ALM in development bank therefore it is a quite new issue and known in
theoretical aspect.
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3.2.1 Conduct pilot/ad hoc training
programs on fund mobilization
and ALM,

3.2.2 Organize workshops/seminars
to share experiences for fund
mobilization and ALM.

4, Review and discuss existing training
system of VDB,

- Activities of development bank are complicated and linked with several mechanisms and
policies of the state, finding ALM model appropriate with development bank should be carefully
studied and reviewed. However, insufficiency of database is one of difficulties for experts during
advisory process for bank management.

Output 4:

During project implementation, JICA has cooperated with development bank in organizing some
workshops/seminars {in-country and oversea) and training courses as follows:

- 02 observation trips in Japan for PMU members and JCC members.

- 01 observation trips in the Philippines for PMU members and JCC members

- 02 workshops on renovation of financial development of Vietnam for 34 managements and 43
staff in headquarters, transaction offices and branch offices of VDB.

- 02 training courses on credit risk management for 135 management and direct staff of VDB’s
whole system.

- 01 seminar on the role and direction of development bank in economic financial crisis. Seminar
had presentations of some ministries, sectors concerned of Vietnamese government; Japanese
and Philippino experts. Total number of attendants: 92 people.

- 02 training courses on bank activities and fund source activities for 130 staff of development
bank system.

- 12 group discussion sessions (about 10 attendants) relating to data collection and software

operation “internal credit rating” of VDB,
Through this activity, Japanese experts have analyzed, assessed objectively and support
effectively management board of VDB in completing current management process,
developing future strategy, direction of activities; functional agencies of the government
(Ministry of Finance, Ministry of Planning and Investment, SBV) recognize more objectively
about role, vision of VDB in particular and development banks in general in each
development period of Vietnam and countries in the region and in the world.

2. Japanese expert on human resource development has worked with leaders of Personnel
department and director of Training center to discuss, exchange experiences and make
recommendation of some contents relating to making training plan, past time trainer training,
organizing training types suitable with working conditions of VDB, post training evaluation
ete, for enhancing effectiveness of VDB’s human resource training activities,

3. General evaluation: Japanese expert team has capacity, qualification and actual experience
and is ready for sharing. Training contents, recommendations made by Japanese experts have
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accepted by VDB and applied in actual activities of VDB bringing a certain effectiveness,
especially in making recommendation to Vietnamese government for revising legal corridor
for stability, safety and development of VDB system in the future; improving credit risk
management system, fund mobilization activities, catching, managing and analyzing client’s
information for decision making; improving quality of training activities. However, VDB
needs more time to make outputs of the project take effectiveness.

4, Recommendation: JICA side should continue support or having supportive method for VDB,
especially for implementation of Qutput 2, especially client’s information collection and
analyzing software, client internal credit rating.

*} The results indicated are the views of the counterparts of the Project.
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ANNEX II RESULTS OF REVIEW

Project : Project for Institutional Capacity Development for Infrastructure Finance in Viemam

Executing Agency : Vietnam Development Bank (VDB)
Target Group : Headquarters and Branch Offices of VDB

Duration : September 2008 - September 2011

Version No, 4.1

Date : June 20, 2011

Narrative Summary

Objectively Verifiable Indicators

Achievement and Results of Review

Particulars

Overall Goal:

Sustainability of investment
lending of VDB is
strengthened in  accordance
with the VDB’s strategic plan
and socio-economic
development objectives.

Status of progress of state credit
investment in the
development plan,

socio-economic

QOutstanding  amount of VDB’s
investment lending grows at an annual

Amount of disbursement of VDB’s
investment lending grows as an annual

Investment lending of VDB in the
infrastructure and industrial sector (I and
I of eligible list of Decree 151)
continue to account for more than 75%

Results of post-evaluation for selected
projects are rated high.

The Socio-Economic Development Plan 2006-2010 ended in 2010, During the plan period (2006-2010),
the capital investment occupied an average share of 42.0% in GDP. The Socio-Economic Development
Plan for 2011-2015 has been drafted following the same fundamental policy adopted by the previous plan
and is expected to be approved in National Assembly in the third quarter of 2011. The draft plan
anticipates the share of capital investment among GDP to remain at the same level with Lhat of the

The averape rate of annual increase in the disbursed amount of investment lending at VDB during
2006-2010 has been 16.5%. The actual performance has satisfied the objectively verifiable indicator

The average rate of annual increase in the amount of oulstanding balance of investment lending at VDB
during 2006-2010 has been 32.0%. The actual performance has satisfied the objectively verifiable

The investment lending in the infrastructure and industrial sector (I and III of the eligible list of Decree
106 of 2008) has been averaging at 78.0% of the total investment lending of SVB during 2006-2010. The
actual performance has satisfied the abjectively verifiable indicator stipulated in the Ieft column,

There exists no record of post evaluation for any of the projects financed by VDB. No measurement has
been made as fo the achievement of the ftem. There is no record of any such evaluatin made by the Project.

Project Purpose:

VDB’s autonomous  and
effective  operations  of
investment lending as a
development bank are
strengthened.

Number of projects which are justified
from a viewpoint of the financial
feasibility as well as the clear mission of
VDB in 2011,

The number of projects financed by VDB for investment lending during the period of 2006-2010 is 1,160,
The annual average of the total number of projects is 235 projects per year. The Decree 151 (2006)
stipulates that VDB finances the projects whose feasibility is confirmed by VDB, VDB follows the rule
with exception of a few cases. The projects whose feasibility is failed to be confirmed are required to
submit & guarantee by the third parties such as municipal government, etc. for supplemental securities. The
actual performance is unable to be judged as to the fulfillment of the target, as the verifiable indicator does
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Narrative Summary

Ohbjectively Veriliable Indicators

Achievement and Results of Review

Particulars

Quantitative and qualitative trend of
non-performing loan (NPL) (currently
5.6%),

Progress of dissemination of credit risk
management system to branch offices
(quantitative and qualitative).

The construction of the internal rating system is in delay and is not available for measurement of the
non-performing loan. The intemal rating system has to be improved with integration of the function of risk
quantification before it could be used for measuring the non-performing loan. VDB does not disclose NPL
due to the reason that no regulatory instruction is received from the government/SBV for VDB to follow.
VDB has a practice of capturing the overdue loans and frozen loans that are disclosed in the annual report,
The actual record of the total of the overdue and frozen loans in investment lending were; 2,509 billion
VYND in 2005 (6,2% of the outstanding balance of investment lending); 3,639 billion VND in 2006 (8,2%);
4,585 billion VND (8.7%) in 2007; 4,600 billion VND (7.4%) in 2008; 2,726 billion VND (3.8%) The
ratio of overdue and frozen loans/total outstanding baklance of investment lending starte at 6.2% as of
VDB currently maintains 56 branches including the transaction centers. The ifirst version of the nternal
rating system that has been developed under this Project shall be extended to all of the branches handling
the invgstment lending using WEB network. The installation at the branch offices will be assisted by the
trainers trained under the Project. The actual performance to be finished by the end of the Project is
fulfilling the target established though the indicator does not specify the relevant target number.

Cutputs:

1. Framework of VDB’s
govemnance is strengthened
with its clear mission.

1.1

Outcome of the policy dialogues with
supervising ministries,

Annuval business plan for investment
credit is in line with the strategic plan of
VDB,

Relevance of legal documents.

The basic structure of policy framework for VDB is constituted by such elements as the governing law,
charter on organization, Managing Board, Control Board and control by relevant ministries concemed. The
framework has constrained the autonomous operation of the bank remaining unchanged since the time of
inception till today but needs to be changed drastically and immediately. The Project has been working
closely with PMU headed by the Deputy Governor in discussing the issues with the partics concemed
including MOF, other ministries and donors. The actual performance is not able to be compared to the
The bond market in Vietnam has suffered a serious impact from the plobal financial crisis. The Project
Team has been advising VDB for pricritizing the financing projects tightly in preparation of the annual
business plan to cope with the tighter funding market and conditions. The prioritization should be made in
accordance with the strategic plan and such action shall assure the annual business plan to be in line with
the strategic plan. The actual achievement of the advisory action and reflection of such into the business
The strategic plan has been pending for a significant time. VDB has been approaching the govemment for
revision of Decree 151 (2006), Prime Minister’s Decision 110 (2006) and Prime Minister’s Decision 44
(2007). Lately, an indication is received from the government that the revisions shall be discussed within
2011. Taking this opportunity, VDB is aiming at taking actions for the strategic plan to be simultaneously
approved by the govermnent. Once again, the actual achievement under this category cannot be compared

The Project, having been informed that the decrees goveming the investment lending of VDB was under

consideration for revision, took proactive actions for making inputs of a philosophy of the development
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Narrative Summary

Objectively Veriliable Indicators

Achievement and Results of Review

Particulars

finance by policy based finance institution that should be incorporated into the regulating rules. The advice
has been accepted and is understood to be underlying the proposals prepared by VDB to the government.
The actual achievement cannot be compared to the target here again.

2. Credit risk managerent is
improved.

2.1

Frequency of risk management
committee/credit management
committee and cutcome of meetings,

Status  of model

database construction,

corporate-based

Status of trial on intemnal rating system
(debtor classification),

Status of credit risk quantification
guideline formulation,

Stricter monitoring mechanism  is
introduced by 2011,

Number of trainees who have applied
skills and knowledge gained through the
training program of credit risk
management and internal rating/credit

There exists no credit risk management committee at VDB. A credit committee was once established in
2007 for sanctioning individual loans to customer ceased to function after a sbort life. The Project made a
proposal for establishing the credit risk management policy and establishment of a committee for such
purpose. It is now found that VDB is taking steps to officially decide the establishment of credit
management policy, credit committee and credit risk management committee soon. The actual
performance up till today sees no functioning of credit risk manageinent apparatus and therefore is judged
The database started upgrading in May 2010 and is now ready for installation at branch offices with
communication tool developed using a WEB network. The system acquired the financial data of
approximately 1,200 enterprises for the years of 2008 and 2009. The financial data for 2010 is under
processing and will be finished by November 2011, The actual performance is judged to be fulfilling the
The internal rating system has simultaneously been developed. The system has adopted the screening
method using the financial as well as the non-financial data to identify the appropriate financial indicator
and its cut-off points for distinguishing probability of default. The Working Team appointed in January
2011 under the PMU discussed and worked together for obtaining effective indicators. The system is
loaded with the indicators identified by the Team and tested for some 80 enterprises using the data siored
in the database system. An operational guideline shall be prepared in due course before TOT training for
A model has been developed for the classification of loans by the duration of arrear. Large corporations are
agreed to be separately treated from the ordinary customers in respect of the credit risk evaluation as they
require a professional credit analysis, 23 large corporations are identified and agreed for such treatment.

The internal rating system had been contemplating integration of the collateral and guarantee data form the
accounting system of the bank but such interfacing was found not readily practical. No solution has ever
been found for remedy. The Project is in no way but to leave the target to future stages beyond its
termination. The Project will prepare and leave a roadmap for integration of those data into the internal
A manual has been submitted to VDB for monitering. Hopefully such manual can be incorporated into the
decision to be reached by the management for improvement of the credit risk management. The actual

In focusing on the dissemination of the system to the branch offices, the Project created a working group
constituted of eleven members under PMU. The group has been working for the development of the
financial criteria for internal rating through a series of discussion seminars. The members acquired
sufficient knowledge and skills for training branch staffs for operation of the system. They are designated
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Narrative Summary

Objectively Verifiable Indicators

Achievement and Results of Review

Particulars

activities based on the intemal rating to
regular works at their respective home
offices.

as the official trainers of internal rating system. The actual performance here is unable to be judged for
fulfilling the target as the indicator fails to give the target in concrete terms.

3. Knowledge of fund
mobilization and ALM (Asset
and Liability Management) is
enhanced.

3.1

Leamning progress of traineces,

3.3 Number of participants in the training

programs including workshops/seminars.

The Fund Department has sent three staffs to the seminars conducted in Tokyo and in Hanoi. The contents
of the training courses are found to be adequately fit to the prevailing conditions and requirement of VDB,
The participants are wvsing the knowledge acquired into daily operation. The management is feeling
satisfied with such development, The actual performance cannot be compared to the verifiable indicator as

The Fund Department has an overall number of 21 staffs out of which 7 are engaged in actual fund
mobilization task. The department dispatched three staffs for the training courses. The actual performance
cannot be judged due to the absence of concrete target.

4. Human resource | 4. Quality of training plan (training | VDB operates employee training based on the annual training ptan, The annual plan used to be prepared

development  system  is subjects,  schedule, number  of | by the training center. The Project contributed to enhance the awareness on the importance of training,

strengthened. participants, etc.) Lately the preparation of the annual training plan was shifted to the responsibility of Human Resource
Development. Another example of the Project’s contribution is found in such fact that the training in the
credit and lending attracts the staffs’ attention in specific focus of the areas such as financial analysis,
credit analysis and credit risk management, etc. The actual performance cannot be compared to the target,
however, due to the absence of concrete target.

Activities:

1.1 Hold workshops/seminars for policy issues,

1.2 Evalvate projects in different sectors and feedback of the results on a

selected basis

1.3 Identify agenda for policy dialogues,

The Project has organized a significant number of workshops and seminars for policy issues. Overseas
training have been arranged twice to Japan and once to the Philippines to which 38 leaders and officials of
the bank participated. In addition, workshops and seminars have been organized in Vietnam for seven
courses during the two years of 2008 and 2009 and some more seminars are coming during July-August

The Project has continued dialogues with PMU for the future course of direction VDB to follow. The
agenda of high priority are found in such issues as; (i) the credit risk management policy in line with the
strategic plan, (ii) the role VDB is expected to play to miligate the imbalance caused by the economic
crisis, (iii} the priority issues for VDB to challenge for promoting the strategic plan, (iv) improvement of
policy and project evaluation of VDB’s operation, (v) comprehensive operational strategy and adequate
credit risk management for the diversified business operations. Meanwhile, the Project has worked on the
proposed revision of the Decrees concermning the investment lending and export lending as those Decrees
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Narrative Summary Objectively Verifiable Indicators

Achievement and Results of Review

Particulars

relevant stakeholders on a regular basis,

1.6 Submit recommendations for preparation and modification of relevant
legal documents.

management on the priority issues to be addressed. In addition, the Project has maintained communication

The Project has been exchanging views with PMU and the bank’s management on the annual business plan
each year. It has become a customary practice that VDB prepares the annual budget based on SEDP while

The Project, having been informed that the decrees governing the investment lending of VDB was under
consideration for revision, took proactive actions for making inputs of a philosophy of the development
finance by policy based finance institution that should be incorporated into the regulating rules,

2.1. Assess existing processes taken for credit risk management,

2.3A.2 Categorize VDB’s loan assels based on ‘Credit Risk Management
Policy’,

23A.3 Identify loan appraisal operation flow based on ‘Credit Risk
Management Policy’

The activities for credit risk management analysis identified the flowing specific features at VDB;

1) The establishment of the credit risk management system should be implemented in tandem with the
development of the policy framework job undertaken under the group handling the output No.1;

2) The loan portfolio contains a sipgnificant number of credits politically approved. The credit risk
management regime needs to identify and segrepate those politically approved credits from the
credits whose bankability had been verified;

3) There exists no sufficient electronic database on the loan portfolio and it is not easy to grasp the
overall picture of the portfolio in a short span of time; and

4) VDB is under the process of developing the core banking system mobilizing its IT professionals. The
existing IT system is able to produce neither the balances of the loans nor the status of repayment on

There exists no credit risk management committee at VDB. A credit committee was once established in
2007 for sanctioning individual loans to customer ceased to function afier a short life. The Project made a
proposal for establishing the credit risk management policy and establishment of a committee for such

B S

The Project provided draft credit risk management policy in September 2009 and its revised version in
March 2011, It is now found that VDB is taking steps to officially decide the establishment of credit
| A model has been developed for the classification of loans by the duration of arrear. Large corporations are
agreed to be separately treated from the ordinary customers in respect of the credit risk evaluation as they
Tequire a professional credit analysis. 23 large corporations are identified and agreed for such treatment.
-:I-‘l;é-;;r_nz;l-);sis of internal documents revealed the bank’s weakness in the areas of recognition of default and
subsequent management of such portfolic. The Project has worked out the operation flow in recognizing
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Narrative Summary Objectively Verifiable Indicators

Achievement and Results of Review

Particulars

2.3B.2 Identify methodologies of application of corporate-based database
with branches,

2.3B.3 Conduct trial operation of mternal rating system that includes the
debtor classification concept,

2.3B.4 Conduct trial operation of credit risk assessment method inapplicable
for internal rating,

2.3B.5 Formmulate credit risk quantification method for each asset loan
category,

2.5 Conduct training program for credit risk management.

The customer database has been developed. The operational puideline is being prepared and will be
delivered to VDB by the end of the Project. The corporate database shall become effective in its true sense
when VDB is approved for its autonomy of credit decision making, including the sanction of the credit,
fixing the terms and conditions of the loan, risk management of the portfolio, asset classification, and fund
raising, etc.

The Project agreed with VDB on the direction of developing the corporate database and its development
was commenced then.

Financial data of the custoiners were collected by the lending office in charge and sent for data processing
to the headquarters for entry to the database. The system acquired the financial data of approximately
1,200 enterprises for the years of 2008 and 2009, The financial data for 2010 is under processing and will
The intemnal rating system has adopted the screening method using the financial as well as the
non-financial data to identify Lhe appropriate financial indicator and its cut-off points for distinguishing
probability of default. The Working Team appointed in January 2011 under the PMU discussed and
worked together for obtaining effective indicators. The system is loaded with the indicators identified by
the Team and tested for some 80 enterprises using the data stored in the database system. An operational
guideline shall be prepared in due course before TOT training for dissemination. The actual performance

The customer database shall contain the data and information of the large corporations that are identified
as Lhe target of separate credit evaluation and monitermg. The Project Team had discussed and proposed
handling of those large corporations separately and in such manner as; managing the credit risk based on
Lthe group encompassing all the subsidiary companies into one comprehensive risk package; centralizing
the credit appraisal functions to a department at the headquarters; designating a branch office as the
The internal rating system had been contemplating integration of the collateral and guarantee data form the
accounting system of the bank but such interfacing was found not readily practical. No solution has ever
been found for remedy. The Project is in no way but to leave the target to future stages beyond iis
termination. The Project will prepare and leave a roadmap for integration of those data into the internal

The Project has made an analysis of the existing training plan and programs out of which the Project has
leamt that training courses need to be improved in such areas as; enhancement of practical application,
targeting of the program on specific layer of economy, efficient utilization of donor supported courses,
The Project joined together with GIZ-CIM expert to participate and deliver lecturcs in  training course of
VDB. In Janvary 2011, the Project commenced its action for conducting the trainer training for installation
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Narrative Summary Objectively Verifiable Indicators

Achievement and Results of Review

Particulars

and operation of the credit risk management system. The Project has been educating the candidates
through the discussion seminars. A TOT training course will be conducted in July inviting the 11 members
of the Working Team as the trainers.

3.1 Review and discuss existing activities for fund mobilization and ALM,

322 Organize workshops/seminars to share experiences for fund
mobilization and ALM,

The fund mobilization and ALM activities of VDB has been reviewed by the Project. No report is made
available on those activities.

To enhance the knowledge on fund mobilization and ALM, the Project has conducted the following
trainings in Japan and in Vietnam;
*Mar. 2009: Training in Japan which included the subjects of ALM and credit risk management,
In addition, following workshops and seminars have been implemented in the Philippines and in Vielnam;
-Feb. 2009: Seminar in Hanoi on the subject of the risk management and ALM,
*Mar. 2010: Seminar in Vietnam on the role and direction of the development bank through the
economic and financial crisis,
=May 2010: Seminar in Vietnam on the orientation of banking operation and fund mobilization,
= Aug. 2010: Training in the Philippines on the institutional reform and credit risk management.

4.1 Review and discuss existing training system of VDB,

4.2 Based on the review and discussions, facilitate establishment of the most
appropriate training system (training plan, schedute and implementation

The Project has reviewed and analyzed the existing training system of VDB and identifted the following

features;

1) VDB is exerting efforts in modemizing its (raining course but has areas that need improvement. The
weaknesses are found in such aspects as; the training courses are not designed for customer specific
orientation; participants are sent to the course on the appointment and instruction of his/her manager;
no established practice of TOT;,.

2) The personnel transfer beyond the departmental border is limited only to those of high ranking
officials. The transfer within a department is subject to the approval of the departmental manager. The
QJT function is carried out by deputy director of departments; and

3) The personnel evaluation depends much upon the academic background, experience and capability

The Project made some recommendations based on the analysis and agreed to on the following issues;

1) Introduction of tutor training in which not only the deputy directors but also the chiefs should be

structure). included as the participants while mobilizing persons of high business reputation as the trainers;
2) Training on credit appraisal by sectors;
3) Improvement in evaluation on the training results; and
4) Allowing the participants to join on his/her willingness in addition to the one on duty participants.
Inputs:
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Narrative Summary Objectively Verifiable Indicators

Achievement and Results of Review

Particulars

1-2 Training (Study tours to Japan and/or third country})

1-3 Equipment as required

Management; Development Finance; Credit Risk Management/Human Resource Development; Credit
Study Tour, Seminars and Training Courses Conducted
<QOverseas Study Tour>
1) Study Tour to Japan: March 2009, “Recent reforms of development financing system in Japan, DBJ’s
CRM, Funding and HRD, etc.”
2) Study Tour to Japan: October 2009, “Building credit risk management of VDB, funding and HRD,
etc,”
3) Study Tour to the Philippines: August 2010, “Institutional reform and credit risk management
enhancement”.
<Seminars in Viemam>
1) Seminar in Hanoi: February 2009, “Development finance ALM & risk management and credit rating”
2) Seminar in Hanoi: February 2009, “Development finance ALM & risk management and credit
rating™(for different target and on different date from the above)
3) Seminar in Ho Chi Minh City: September 2009, “Credit risk management enhancement”,
4)  Seminar in Hanoi: September 2008, “Credit risk management enhanceinent”,
5) Seminar in Hanoi: March 2010, “Role and direction of the development bank through the economic
and financial crisis”,
6) Seminar in Phu Yen: May 2010, “Crientation of banking operation and fund mobilization™,

2. Vietnamese Side

2-2 Facilities (Office space, hardware and sofiware for credit sk
management)
23 Local cost including expenses required for the domestic training, |
seminar/workshops and domestic business trips.

VDB provided the office space of approximately 40 square meters for the exclusive use of the Project on
the third floor of VDB’s headquarter building. VDB further provided the Project with the computer server

VDB has bomn the expenses incurred in Vietnam including workshops/seminars, domestic trips and general
expenses incurred with the activities and operation of the Project.

Precondition:

1. Relevant agencies (particularly, SBY, MOF and MPI) give consent
to the Project implementation.

Prior to the commencement the relevant agencies , i.e. BDV, MOF, MPI and SBV unanimously agreed to
implement the Project and each of the agencies committed to participate in the Joint Coordination
Committee, an organ for promotion and coordination of the Project. There have been no changes at any of
the agencies with regard to the commitment they have made.

Important Assumptions:

The job stability is quoted to be high at VDB, The salary level at VDB is controlled by the government and
is subordinate to the private sector. Occasionally it happens that any of the employees sent abroad for
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Narrative Summary Ohbjectively Verifiable Indicators

Achievement and Results of Review

Particulars

1-2 Relevant organizations are ready to prepare andfor modify legal
documents relevant to operation of VDB.

There has been no significant change at the organizations in charge.

2-1 Fund mobilization conditions are not drastically aggravated,

2-2 Risk setilement ineasures are taken in accordance with the government
regulations,
_"i:S- "];':;l-d--u_p -c-a-};i;tr;li -l;-l-l{(;[-c-éi.-se-(j-l(-)-l:l'l-?;l;;l;l; for foss due to provisioning for
non-performing loans in accordance with the VDB’s medium and
long-term strategic plan.

The global financial crsis has affected to a significant extent the bond market in Viemam which has
resulted in constraining the fund mobilization of VDB. The funding structure of VDB is comprised of
bond (government guaranteed) for 70% of the total funding and other funding including government
borrowing for 30%. The bond issuance of VDB is under the guidance of MOF which notifies VDB for the
maximum amount VDB can raise from the market and the maximum rate of interest it can offer for its
bond for each month. Due to the impact from the global crisis, the rate of interest went up to the level of
15% p.a. in 2008 (for 3 year bond). The interest rate gradually declined in 2009 but resumed to climb in
2011 to the prevailing level of 12,5% at present, The total volume of funds raised declined sharply in 2009
by approximately 70% from the preceding year. As of present, VDB is making efforts to extend the

There have been no significant changes in the non-performing loans. The bank’s plan to improve its
financial strength is not moving in the speed intended. The slow progress of financial reform is not causing

By virtue of Decision 44 (2007), the charter capital of VDB has been increased frown 5,000 billion VND to
10,000 billion VND. The equity capital was increased to 10,846 billion VND in 2009 of which 6,360
billion VND wasw recorded as te chartered capital . Being exempt from the prudential regulation of SBV,
the urgency of the capital increase is not known.

3-1 Economic and financial situations in Vietnam are not drastically
changed,

3-3 Strengthened institutional framework for policy based credits of VDB
remains unchanged.

Reference is made to the 2-1 ahove. The deterioration of economic condition caused the demand for funds
to decrease with the result that the disbursement of VDB was affected in 2008. The disbursement has been
showing the sign of recovery since 2009. For the overall period of the SEDP 2006-201(, the average rate
of growth in the disbursement and the outstanding balance of investment lending fulfilled the target
gstablished.

The Socio-Economic Developmnent Plan for 2011-2015 has been drafted following the same fundamental
policy adopted by the previous plan and is expected to be approved in National Assembly in the third
quarter of 2011. The draft plan anticipates the share of capital investment among GDP to remain at the

In 2008, the government issued Decres 106 removing the big infrastructure projects such as construction
of roads, bridges, railroad and railroad hridges. Instead, to cope with the socio-conomic deterioration, the
government caused VDB to take over the credit guarantee for SMEs, It appears that the roles that VDB is
expected to play is changing, though not being significant.

4-1 Govemnment basic policy continue to be supportive to operation of VDB
as a development bank.

There have been no significant changes in the policy of the govemment other than the above mentioned.
The removal of big infrastructure out of the eligible list for financing by VDB is understood to be in favor
of VDB, given the magnitude of the risks involved, financial strength of VDB, fund mobilization, etc.
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GRID FOR REVIEW (Five Evaluation Criteria)

Method of
Criteria Review Item Source of Data Result Particular
Information . s
Major Category Minor Category Collection
Consistency of the | National  socio-economic | -SEDP(2006-2010) | +Material
Relevance | Overall Goal with | development plan «Project Reports Research The government maintains the socio-economic development plan in putting
the national -Experts Dispatched | *Questionnaire emphasis on the development of infrastructure. SEDP 2006-2010 is succeeded
development plan - Counterparts «Interviews by SEDP 2011-2015 which maintains the same policy with the precedmg plan.
P The development of mfrastructure requires a huge amount of funds for
“MPI provision of which VDB plays a vitally important role. Such development
*MOF involves the extra-large amount of funds that commercial banks will not be
SBV able to cope but requires the involvement by the govemment. The importance
of the investment lending of VDB remains very valid,
State of conditions indicated | -Project Reporis *Material
by the expression in the | Experts Dispatched | Research The state of conditions of “ sustainability of investment lending” is understood
Overall Goal “sustainability +Counterparts ~Questionnaire | by the PMU as fulfilling the following conditions;
of investment lending of -MPI - Interviews 1) The VDB’s ability to appraise credit i5 strengthened and enables
VDB is sirengthened in autonomous decision making in sanctioning of credits;
accordance with the VDB’s “MOF 2) The VDB’s lending meets adequately with the requirement of the
strategic plan and | *SBV economy and society;
socio-economic 3) VDB is capable to mobilize funds on its own and determines the terms
development objectives” and conditions for lending based on the own funding operation;
4) VDB establishes the credit recovery system to maintain a sound lending
portfolio;
5) VDB can get rd of the deficit and strengthen its financial capability to
maintain the sustainable operation.
Consistency of | Consistency of the Overall | -Project Reports *Material
Overall Goal with | Goal  with the VDR's | *Experts Dispatched | Research The VDB’s investment lending occupies 37% of the total state investment
the needs of . . +Questionnaire | credit which constitutes an important ingredient of the capital investment
Vietnamese era.teglc ‘plan and -Efdc;’ulnterparts -Eltervicws supporting ihe growth of GDP(source: Ex-Ante Evaluation Report of the
economy. saclo-economic . Project by JICA) The growth of Vietnamese economy depends on the increase
development objectives™ *MOF of state investment credit. The VDB’s investment lending, therefore, contribute
*SBY to the development of Viemamese economy and such fact is endorsing the
=VCCI contention that the investment lending is meeting the needs of the economy.
=Donors The demand for investment lending is found to be very significant as is
evidenced by the fact that for normal investment lending, VDB lend in an
average 37% of the total funds required whereas the bank is allowed to finance
up to 70% of the total fixed investment. The borrowers have to find another
funding source for the remaining 33% from the sources other than VDB. This
implies that there exist at least twice as much of bankable needs for funds.
Relevance of the | Needs of  Vietmamese | -Project Reports - Material
selection of target | economy for VDB'’s policy | «Experts Dispatched | Research Commercial banks that are capable of financing the infrastructure development
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Criteria

Method of

Review Item Source of Data Result Particular
Information . s
Major Category Minor Category Collection
group based lending, in particular, | -Counterparis -Questionnaire | are the ones of government invested. The target projects for those banks
its investment lending *MPI -Interviews" include, power generation, transmission, shipbuilding, water supply, small
*MOF hydro-clectric generation, expressway, etc. Even the government invested
-SBV banks have to confront with the fund mobilization and therefore cannot place
*Donors such lending as the core business. The infrastructure naturally tends to rely on
VDB and such move will increase the demand for funds of VDB.
Relevance of strengthening | -Project Reports ~Material
of VDBs investment | «Experts Dispatched | Research The non-government invested banks are not involved in providing the gigantic
lending in respect of _t.he » Counterparts -Questionnaire | amount of funds for ﬁnanqing the infrastrqure. .Even the government invested
business demarcation | o - Interviews banks hav_e 1o confront with r:he fund moblh_zatlon apd therefore cannot place
between VDB and such lending as the core business. There arises no issue of conflict over the
commercial banks? o :]I??v}’? demarcation between VDB and commercial banks.
-Donors
Consistency with Consistency with Japan’s | - MOFA of Japan, | -Material
Japan’s ODA | ODA Policy to Vietam “Economic Research The Minisiry of Foreign Affairs of Japan revised its ODA Policy to Vietnam in
Policy Cooper: aiion Plan for | *Questionnaite | 2009. The policy is putting an emphasis of assistance onto; (i) promotion of
Vietnam *Interviews economic growth and sirengthening the international competitiveness, (ii)
improvement of social and living standard, (iii) environmental protection, (iv}
strengthening of governance. The policy has succeeded the same assistance
policy from the preceding policy. It proves that there have not been material
changes in the ODA policy to Vietnam and the consistency of the Project with
Japan’s policy is logically endorsed...
Consistency with JICA's | - MOFA of Japan, | -Material
Country  Implementation | “Economic Research JICA used to establish country specific assistance plan but was replaced by the
Program to Vietnam Assistance -Questi‘onnaire MOFA’s country specific operation plan. The plan for Vietnam includes the
Ibr;’*lplem??éilon P]fil: *Interviews financial sector reform in its Japan’s Policy Addressing the Development
Vietnam™ Issues. The financial sector reform contains this particular project to the effect
that Japan assists the strengthening of the institutional capacity including
govermnance of VDB. It is a clear indication that the Project is implemented in
accordance with the country specific assistance plan
Relevance with Availability of know-how | -JICA *Material
Japan’s within Japan and Japanese | -Experts Dispatched | Research The analysis and conclusion reached in the ex-ante evaluation of the Project
technological experience for Assistance *Questionnaire | which read as follows;
advantage -Interviews

In Japan, there exists accumulation of the experiences of utilizing the
policy based lending system and long term lending system for the purpose
of economic recovery and infrastructure development. There also exists
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Criteria

Method of
Review Item Source of Data Result Particular
Information . §
Major Catepory Minor Category Collection
know-hows and research Cutputs with regard to the diversification of
financing needs, methodologies for policy as well as project evaluation,
demarcation theory between the policy based financial institution and
commercial banks. Japan can put those accumulated experiences and
knowledge for effective use in extending the technical assistance to the
Project.
The relevance of Japan’s assistance remains strong without doubt.
Changes in the Changes in the political, | »Project Reports *Material The Project has experienced the following occurrences;
environment ofthe | cconomic  and  social | .Experts Dispatched { Research 1) Decree 106 of 2008 temoved the big infrastructure projects from the
!’roj ect during environment +Counterparts *Questionnaire eligible project list
implementation -MPI - Interviews 2) Instead, to cope with the socio-economic deterioration, the government
*MGF caused VDB to take over the credit guarantee for SMEs,
-SBV 3) Law on Public Debt Management {2009) changed the bond issue by VDB
from the previous style of issuing povemment bond raising funds for
VDB to the issuance of VDB bond guaranteed by the government.
4)  There exists an underground process of revising the governing regulations
of VDB. The Project continued its activitics in continuing dialogues with
PMU leader and the bank’s management for effective input of philosophy
for autonomous development finance institution.
Modification  of | Background reasons for | -Project Reports -Material
FDM modification made in 2009 | .Experts Dispatched | Research The original PDM used to contain in the activity No. 2.3 a mixture of the
and g4 ﬁ"e:fds for further - Counterparts -Qucst::onnaire activities on the operational flow and the one on the IT system. In the actual
modihication *Interviews development of a system, there comes first the clear documentation of the
operaticnal flow and then comes the IT development based on such clearly
documented operational flow. The revision distinguished the group A activities
which are related to the operational flow from group B activities that are
related to IT system development. The separation was reflected into the revised
PDM which was signed in April 2009. The Project has been implemented in
accordance with the revised PDM. The revision of PDM had no impact on the
schiieduled implementation of activities.
Monitoring The monitoring mechanism | -Project Reports *Material
of the Project and ifs | .Experts Dispatched | Research The Project is being monitored through the mechanisms of (i) Joint
achievement +Counterparts *Questionnaire | Coordination Committee (JCC): annually, (ii) JICA Consultation quarterly, (iii)
*MPI *Interviews Quarterly reporting to MPI, “Use of ODA Project including T/A”, (iv) VDB
-MOF Board Report annually.
“SBV
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Method of
Criteria Review Item Source of Data Result Particular
Information . s
Major Category Minor Category Collection
Effectiven | Objectively Targets clearly defined and | -Project Repotts - Material
ess Verifiable Target expressed in - objectively | .Experts Dispatched | Research Three indicators are provided in PDM as the objectively verifiable indicators,
monitor able forms *Counterparts *Questionnaire | (he first one of which measures the number of profects justified from economic
*Interviews feasibility and VDB’s mission, the second one measures non-performing loan
and the third one measures the dissemination of credit risk management
system. The expression of the indicators are all vague and not clearly spelling
out what are the state of conditions that can be regarded as the one satisfying
the Project Purpose.
Achievement  of | Number of projects which | -Project Reports -Material
Project Purpose are  justified from a | .Experts Dispatched | Research The number of projects financed by VDB for investment lending during the
viewpoint of the financial «Counterparts -Questionnaire | period of 2006-2010 is 1,160. The annual average of the total number of
feasibility as well as the | .o - Interviews projects is 235 projects per year. The Decree 151 (2006) stipulates that VDB
clear mission of VDB in finances the projects whose feasibility is confirmed by VDB, VDB follows the
2011 "MOF rule with exception of a few cases that are instructed by the government for
*SBV financing, The actual performance is unable to be judged as to the fulfillment
of the tarpet, as the verifiable indicator does not indicate the specific level to be
targeted.
Quantitative and qualitative | - Project Reports *Material
trend of non-performing | .Expens Dispatched | Research The construction of the internal rating system is in delay and is not available
loan {NPL) (cutrently 5.6%) -Counterparts -Questionnaire | for measurement of the non-performing loan. VDB does not disclose NPL due
-MPI ~Interviews to the reason that no regulatory instruction is received from the
government/SBY for VDB to follow. VDB has a practice of capturing the
"MOF overdue loans and frozen loans that arc disclosed in the annval report. The
5BV actual record of the total of the overdue and frozen loans in investment lending
were; 2,509 billion VND in 2005 (6,2% of the outstanding balance of
investment lendimg); 3,639 billion VND in 2006 (8,2%); 4,585 billion VND
(8.7%) in 2007; 4,600 billion VND (7.4%) in 2008; 2,726 billion VND (3.8%)
The ratio of overdue and frozen loans/total cutstanding baklance of investment
lending starte at 6.2% as of December 2005 climbed to the peak level of 8.7%
in 2007 and subsuded to 3.8% in 2005.
Progress of dissemination of | «Project Reports *Material :
credit sk management | .Experts Dispatched | Research VDB currently maintains 56 branches including the transaction centers. The
system to branch offices - Counterparts -Questionnaire | first version of the intemal rating system that has been developed under this
(quantitative and .SBV - Interviews Project shall be extended to all of the branches handling the investment lending
qualitative) wilh communication tool using a WEB neiwork. The installation at the branch
offices will be assisted by the trainers trained under the Project. The actual
performance to be finished by the end of the Project is fulfilling the target
established though the indicator does not specify the relevant target number.
Achievement  of | Strengthening of  the | -Project Reports + Material
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Criteria

Methaod of
Revicw Ftem Source of Data Result Particular
Information . 3
Major Category Minor Category Collection
Outputs framework  of  VDB’s | -Experts Dispatched | Research The strategic plan has been pending for a significant time. VDB has been
govemance . measured | «Counterparts *Questionnaite | approaching the government for revision of Decree 151 (2006), Prime
re"“gh f‘::r ac‘“‘;‘;;:z?:c‘l’; -MPI - Interviews Minister’s Decision 110 (2006) and Prime Minister’s Decision 44 (2007),
verifiable indicators, 1.1 *MOF Lately, an indication is received ffom the government that the revisions shall be
through 1.4 defined under | ~SBY discussed within 2011 Taking this opportunity, VDB is aiming at taking actions
output 1, for the strategic plan to be simultaneously approved by the government. Once
again, the actual achievement under this category cannot be compared to the
target as the indicator fails to set up an identifiable goal.
Improvement of credit risk | -Project Reports ~Material
manggement  measured | <Experts Dispatched | Research The activities of the output No. 2 group used to confiont with the following
through the achievement of -Counterparts *Questionnaire | problems stemming fom the weakness of organizational and operational
I.he. seven objectively “MPI - Intervicws control-
verifiable indicators, 2.1 ’
through 2.7 defined under -MOF 1) Insufficiency of the financial data and information of the customers;
output 2. -5Bv 2) Due to the insufficiency of effective tool, the management is implemented
based on project but not by customer, ror by group;
3) Inaccurate file of customer information;
4) Inadequacy of collateral and guarantee management.
The Project provided an opportunity of identifying those weaknesses and to
rectify them through the remedial actions to be suggested by the Project. There
is a good cbance for the VDB’s capacity for credit risk management will be
improved by following the suggestions and proposals made by the Project
Team.
Enhancement of knowledge | -Project Reports Material
in fund mobilization and | -Experts Dispatched | Research The Fund Department has sent three staffs to the seminars conducted in Tokyo
ALM  measured  through 1 . copnterparts *Questionnaire | and in Hanoi, The contents of the training courses are found to be adequately
ach}cvcment_ Df: objectively “MPI - Interviews fit to the i diti d i ¢ ..
verifiable  indicators 3.1 prevailing conditions and requirement of VDB. The participants are
through 3.3 under output 3, | ~MOF using the knowledge acquired into daily operation. The management is feeling
*SBV satisfied with what is such development. The actual performance cannot be
compared to the verifiable indicator as it fails to exemplify the target in
concrete terms.
Strengthening of human | -Project Reports *Material
development System | -Experts Dispatched | Research VDB operates employee training based on the annual trainimg plan. The annual
;T:ﬁzt?;em of thmurig *Counterparts 'Q”"'Sti."“naim plan used to be prepared by the traming center. The Project contributed to
objcctively verfiable | P *Interviews enhance the awarencss on the importance of training. Lately the preparation of
indicator 4 under output 4. | ~MOF the annual training plan was shifted to the responsibility of Human Resource
*SBY Development. Another example of the Project’s contribution is found in such
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Criteria

Method of
Review Item Source of Data Result Particular
Information i s
Major Category Minor Catepory Collection
fact that the training in the credit and lending attracts the staffs’ attention in
specific focus of the areas such as financial analysis, credit analysis and credit
risk management, etc. The actual performance cannot be compared to the
target, however, due to the absence of concrete target.
Linkage bebween -Project Reports *Material
the Project Purpose *Experts Dispatched | Research The results acknowledged in the Project Purpose are stemming from the
and Outputs -Counterparts *Questionmaire | achievement in the Outputs directly or indirectly, in the following moves and
*MPI -Interviews symplons;
*MOF 1) The move for revising the policy framework (Decree 1190 of 2006,
-SBY Decision of PM 44 of 2007),
2) The move within VDB for establishing the Credit Risk Management
Policy, Credit Committee and Credit Risk Management Committee,
3) The dissemination of the credit risk management system to the branch
offices, and
4) Sharing of the recognition on the framework of development financial
institution by the employees forms a solid basis for VDB’s requesting the
improvement of policy framework.
Factors  affecting | Impediments other than | -Project Reports -Material
achievement of the | those mentioned in the | .Experts Dispatched | Research The global financial crisis affected the Vietnamese socio-economy with serious
Project Purpose followmg lines and - their *Counterparts *Questionnaire § plow. The inflation containment policy taken by the government at the early
impact -MPI Interviews period of the shock triggered the sharp increase in the interest rate, causing the
*MOF business failures and slumps entailing the non-payment of borrowed funds.
*SBV Amidst such economic conditions, the disbursement and outstanding balance
of investment lending retreated and caused the increase of of NPL and the
increase of operating cost during 2008-09 periods. The economic conditions
might have impacted the performance in the output No.2, in particular, in the
increase of NPL.
Disposition ~ of  NPLs | -Project Reports -Material
accumulated *Experts Dispatched | Research The bank’s plan to improve its financial strength is not moving in the speed
*Counterparts *Questionnaire | ;niended. The slow progress of financial reform is not causing any impact upon
MPL Interviews the achievement of the Project,
MOF
*SBV
Capital increase in | «Project Reports *Material
accordancc  with  the | .Experts Dispatched | Research There is no clear indication as to what is the capital adequacy ratio required for
strategic plan of VDB *Counterparts *Questionnaire | VPR and whether VDB s actually meeting such requirement. The capital
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Method of
Criteria Review Item Source of Data Result Particular
Information . 3
Major Category Minor Category Collection
*MPI =Interviews infusion may be required in case of a substantial amount of provisioning and/or
-MOF write-off will be made as a result of strengthened credit risk management
=SBV system,
Efficiency | Quantity, quality | Number, specialty and | +Project Reporis *Material
and timeliness of | timeliness of the experts | -Experis Dispatched | Research No voice has been heard pointing out any deficiency in the inputs suggesting
inputs dispatched -Counterparts *Questionnaire | that the inputs have been appropriate.
«-MPI -Interviews
«MOF
-SBV
Number,  quality  and | -Project Reporis -Material
timeliness of assigning the | .Experts Dispatched | Research No voice has been heard pointing out any deficiency in the inputs suggesting
counterpart stafls «Counterparts *Questionnaire | that the inputs have been approptiate. The Project is the biggest project that
-MP1 *Interviews VDB has ever experienced. VDB assigned 12 high ranking officials in respect
*MOF of its importance. VDB devoted a significant amount of time for JCC Meeting
‘SBV and meetings with the Project Team. VDB has born a large amount of money
for facilities and expenditures. VDB has enjoyed some merit of drawing
attention of the ministries concerned.
Number, specialty fields, | -Project Reports *Material
contents,  duration  and | -Experts Dispatched | Research No veice has been heard pointing out any deficiency in the inputs suggesting
timeliness of the counterpart | . counterparts *Questionnaire | that the inputs have been appropriate.
training executed in) v mp -Interviews
Vietnam and overseas -MOF
*SBV
Number, specialty, contents, | -Project Reporis *Material
duration and timeliness of | «Experts Dispatched | Research No voice has been heard pointing out any deficiency in the inputs suggesting
the (raining  programs - Counterparts *Questionnaire | that the inputs have been appropriate.
exccuted in favor of VDB “MPI -Interviews
staffs other than the -MOF
counterparts
*SBV
Appropriateness of | -Project Reports -Matenial
technical transfer ameng the «Experts Dispatched | Research No voice has been heard pointing out any deficiency in the inputs suggesting
VDB's staifs -Counterparts *Questionnaire that the inputs have been appropriate.
«Trainees -Interviews
MPL
-MOF
=SBV
Sufficiency of the amount | -Project Reporis *Material
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Method of
Review Item Source of Data Result Particular
Information . ]
Major Category Minor Category Collection
and timeliness of budpet | -Experts Dispatched Research No voice has been heard pointing out any deficiency in the inputs sugpesting
disbursement -Counterparts -Questionnaire that the inputs have been appropriate.
*MPI * Interviews
-MOF
+SBV
Timeframe planned | Appropriateness of  the | -Project Reports *Material
timeframe for completing | -Experts Dispatched Resea{‘ch ) The activities originally planned for the Project might have required the funds
::':’1 :Eg;:ﬁ;s in the quality | . counterparts 'Quesn.onnanre and time span exceeding (he original plan, should it have been really pursued
*MPI - Interviews for implementation. The Project is about to be terminated while a part of the
“MOF function, the quantification model of the credit risk management is unable to
-SBY be constructed by the closing time of the Project. The reason of such
incomplete achievement is due to the non-availability of collateral information
that should have been covered by the core banking system in the orderly
manner. The baseline analysis could not identify such hidden weakness which
was later revealed. Should it have been the case that such hidden weakness is
revealed at the beginning of the Project, the design of the Project in terms of
the time span would have been different. The importance of the baseline survey
cannot be overstressed.
Timeliness of | Timeliness and punctuality | -Project Reports *Material
activities of the activities conducted | -Experts Dispatched | Research No voice has been heard pointing out any deficiency in the inputs suggesting
= Counterparts *Questionnaire | (hat the inputs have been appropriate.
-MPI - Interviews
-MOF
-SBV
Remaining Strategy of operation, fields | ~Project Reports *Material
activitics before the | of activities, specific details | -Experts Dispatched | Research Outline of the primary activities till the end of the Project in September 201 1is
end of the Project oft ' :lctwlft‘leso t ptl_';an.nt:clci - Counterparts -Questionnaire | 4 follows:
estimate © utputs an . .
achievement  of i Project :ESIF Interviews 1 OUII'?“t No.1 . o _
Purpose during the * Holding of a workshop on the subject of the direction towards developing a
remaining period. *5BV sound development bank;
= Advice for preparation of the annual business plan for 2012;; and
» Issues to be considered in the revision of the governing regulations.
2) OutputNo. 2
- Commencement of operation of the corporate database through a web
network;
- TOT training for internal rating system;
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Method of
Review Item Source of Data Result Particular
Information . s
Major Category Minor Category Collection
+ Finalizing the appraisal and approval process of the internal rating system;
and
- Institutionalization of the internal rating system.
3) OutputNo, 3
- Holding of a seminar on fund mobilization and ALM.
Remedial measures | -Project Reports ~Material
cor{cs:i_vable in case of any | .Experts Dispatched | Research The Project is about to be closed leaving a partial incompletion under the
?::?;:[iiteleﬁ over being | . Counterparts 'Qucsti_onnaire output No. 2 prescribed in PDM. The activity numbers of the incompletion are
P *MPI *Interviews No. 2.3B.5 “Formulate credit risk quantification method” and No. 2.5 “Credit
*MOF risk quantification guideline formulation”. The reason of such incomplete
*SBY achievement is due to the non-availability of collateral information that should
have been covered by the core banking system in the orderly manner. The
Project was unable to establish a system to calculate the effective probability of
credit recovery due to the non-availability of the indispensable data. The full
completion of the system necds those data to be accumulated in an orderly
system and format at the core banking system. The Project Team is stating that
it will leave a road map towards the full completion of the remaining functions.
Project support | Appropriateness of the | -Project Reports ~Material
system support provided by | -Expens Dispatched | Research No voice has been heard pointing out any deficiency in the inputs suggesting
Japanese side *Counterparts - Questionnaire that the inputs have been appropriate.
-MPI =Interviews
MOF
*SBV
Appropriateness  of  the | -Prgject Reports Material
support P}'OVidEd by | -Experts Dispatched | Research No voice has been heard pointing out any deficiency in the inputs suggesting
Viemamese side ~Counterparts *Questionnaire that the inputs have been appropriate.
“MPI -Interviews
~MOF
-SBV
Coordination with | Measures taken fo avoid | -Project Reports -Material
other ~ Donors’ | duplication of activities | .Experts Dispatched | Research VDB is receiving two technical assistances from other doors through its
activities with other Donors - Counterparts *Questionnaire | Jnternational Cooperation Department, i.e. (i) the long term experts assisted by
*Donors *Interviews GIZ-CIM of Germany, and (i} technical assistance attached to the water
supply project assisted by AFD, France. There is no duplication of assistance
with this Project. The German project provided assistance for institutional
capacity strengthening in the areas of credit appraisal and human resource
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Criteria Review Item Source of Data Result Particular
Information . 5
Major Category Minor Category Collection
development but is terminated in June 2011. The project will resume its next
phase of operation in August 2011 to assist VDB to reorganize the corporate
structure. The timing of its resuming the operation is synchronized with the
final part of this Project. The assistance by GIZ-CIM is expected to generate a
synergy effect with this Project in developing the effective credit risk
management.
On the other hand, World Bank has been assisting VDB’s reform under the
Financial Sector Reform Project. World Bank is appreciating the significance
of this Project aiming at the strengthening of the institutional capacity for
credit risk management. World Bank is expressing its wish that it would like to
continue cooperative relationship with JICA in sharing information concerned.
In order to enhance the sustainability of the results of the Project, the support
by the World Bank for the reform in the policy framework would become a
mighty driving force for this project. It is hereby supgested that a cooperative
relationship should be maintained with those donors,
Factors  affecting *Project Reports *Material
the _efficiency of *Experts Dispatched | Research There exists an understanding that the delay in the approval of the strategic
the Project ) -Counterparts 'Qucsli.onnaire plan of VDB is affecting the performance of Qutput No.1 in generating its
*MPL ~Interviews output in the manner that the policy framework supporting the autonomous and
-MOF effective operation of investment lending is found missing. By the same token,
"SBV the impact might be affecting the achievement in the Project Purpose in the
same respect.
Impact Prospect of | Extent of achievement in | -Project Reporis -Material
achieving the | the Overall Goal expected | -Experts Dispatched | Research Amongst the five indicators established for the Overall Goal, indicators No. 1
Overall Goal for each of the indicators *Counterparts *Questionnaire | 1o No. 4 shows the satisfactory achievement while the item No. 5 is unable to
*MP1 *Interviews be measured and verified.
*MOF PDM enumerates five objectively verifiable indicators, three of which are
*SBV prescribing quantitative targets for achievement, while the remaining two are
dealing with the macro economy and the quality aspect of the Project. The
Project is understood to be aiming at strengthening of the institutional capacity
of VDB through the improvement of the quality aspect of the investment
lending and the impact of the Project would have been beiter verified, should
the indicators of quality respects had been adopted.
Linkage between *Project Reports -Matenial
the Project Purpose «Experts Dispatched | Research The majority of the objectively verifiable indicators adopted for the Overall
En: al the  Overall *Counterparts *Questionnaire | Geal are comprised of the financial indicators that do not match the vector of
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Criteria Review Item Source of Data Result Particular
Information . s
Major Category Minor Category Collection
-MPI *Interviews the project design and lack in the logical linkage of cause and effect
-MOF relationship between the Project Purpose and the Overall Goal. One can leam a
-SBV lesson from the case for future project.
Factors  affecting | Changes in the econcmic | «Project Reports *Material The Project has experienced the following occurrences;
the achievement of | environment in Vietnam and | +Experts Dispatched | Research 1) Decree 106 of 2008 removed the big infrastructure projects from the
the Overall Goal policy ﬁmework of VDB - Counterparts ~Questionnaire ligible project list
f;st?tlﬂ?cljify based financial } . ppy *Interviews 2) Instead, to copec with the socio-economic deterioration, the govemment
*MOF caused VDB to take over the credit guarantee for SMEs.
"SBV 3) Law on Public Deht Management (2009) changed the hond issue by VDB
from the previous style of issuing government bond raising funds for
VDB to the issuance of VDB bond guaranteed by the government.
4)  There exisls an underground process of revising the governing regulations
of VDB. The Project continued ils activities in continuing dialogues with
PMU leader and the bank’s management for effective input of philosophy
for autonomous development finance institution.
Despite those changes environment, not much impact is felt on the Project in
terms of the verifiable indicators.
Impact of the functional | -Project Reports ~Material
deerioration  of  the | .Experts Dispatched | Research The global financia! crisis has affected Viethamese economny with a serious
;’:;i;nmmiﬁ‘;seﬁ_;ﬁfltﬁc ng];i;t:: - Counterparts 'QU°5ti_°“-"‘aiI‘3 blow. The crisis is assumed to have impacted upon the non-performing loan at
financial crisis -MPI *Interviews VDB negatively but the verifiable indicators adopted for the Overall Goal
-MOF stayed immune to such environmental change owing to the fact that the figures
-SBV of annual prowth are taken from the average during the five year period of the
SEDP.
Sustainability  of -Project Reports *Material
Sustainabi | the achicved results «Experts Dispatched | Research The objectively verifiable indicators adopted for the Overall Goal are
lity g' the Em-'gft -Counterparts 'Q“CSL‘:"“naire comprised of the financial indicators that do not match the vector of the project
O'i,?;if Goa;ll ¢ *MPI “Interviews design and lack in the logical linkage of cause and effect relationship between
-MOF the Project Purpose and the Overall Goal. There is no inevitability in the
-SBV linkage between the Overall Goal and project termination.
Stability of | Employment continuity of | -Project Reports *Material '
counterparts the counterpart staffs at | -Experts Dispatched | Research The job stability is quoted to be high at VDB. The salary level at VDB is
VDB -Counterparts 'Q“"St"_““-“aim controlled by the government and is subordinate to the private sector.
Interviews Occasionally it happens that any of the employees sent abroad for study come
home and quit from the bank after the obligatory service peried is expired.
Policy level | Development of legal and | +Project Reports *Material The strategic plan has been pending for a significant time. VDB has been
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Criteria

Method of

Review Ftem Source of Data Result Particular
Information . ]
Major Category Minor Category Collection
sustainability regulatory framework for | -Experts Dispatched | Research approaching the government for revision of Decree 151 (2006), Prime
investment lending ~Counterparts *Questionnaire | Minister’s Decision 110 (2006) and Prime Minister’s Decision 44 (2007).
~MPI *Interviews Lately, an indication is received from the government that the revisions shall be
-MOF discussed within 2011. Taking this opportunity, VDB is aiming at taking
-SBYV actions for the strategic plan to be simultaneously approved by the government.
Once again, the actual achievement under this category cannot be compared to
the target as the indicator fails to set up an identifiable goal.
Approval of the | -Project Reports *Material
long/medium term strategic | -Experts Dispatched | Research Vietnam has been seriously affected by the impact of the global financial crisis
Ei?is?efr VDB by the prime * Counterparts 'Quesli‘onnaire that has taken place in 2008-2009. To cope with the deteriorated economy, the
*MPI *Interviews government caused VDB o take over the role of providing credit guarantee to
*MOF SMEs of the country. The issues of higher priorities in terms of the
*SBV socio-economic recovery from the crisis attracted people’s attention and
resources with the effect that the strategic plan of VDB has been shelved for a
considerable span of time. The plan is yet to be approved by the Prime Minister
leaving the pre-condition unfulfilled.
Business position given to | +Project Reports *Material The VDB’s investment lending occupies 37% of the total state investment
VDB as the reigning leader | -Experts Dispatched | Research credit which constifutes an important component of the capital investment
in the investment lending to - Counterparts -Questionnaire | Supporting the growth of GDP. The growth of Viemamese economy depends on
fu[ﬁli the‘govemment target | oo « Interviews the increase of state investment credit. The VDB’s investment lending,
in state’s investment credit -MOF Eherefore,. contribute to l.he developn}ent of Vlemamfzse economy and such fact
is endorsing the contention that the investment lending is meeting the needs of
-SBY the economy. There have been no changes in the role to be played by VDB.
Institutional Adequacy of the | «Project Reports *Material
sustainability institutional  sustainability | +Experts Dispatched | Research The Project has established the PMU headed by the Deputy General Director to
?;i;:ne;ze a;il;[:::il‘;nnwiﬁ‘ *Counterparts 'Qucsti.unnairc implement the Projecl. The unit has appointed 12 leading officials at various
respect o management *MP1 *Interviews departments concemed to be rolled as the member of PMU. VDB has input a
policy, personnel | “MOF significant amount of energy into the Project for whose importance; much
mobilization, -SBY attention has been given to the progress. There have been no factors impeding
decision-making  process, on the decision making process.
etc,
Ownership of the Project by | -Project Reports *Material
the top management of | -Experts Dispatched | Research There will be no impediments to the continuation of the Project after
VDB *Counterparis *Questionnaire | ermination of JICA’s assistance.
«MPI “Interviews
-MOF
-SBV
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Criteria

Method of
Review Item Source of Data Result Particular
Information i s
Major Category Minor Category Collection
System  securing  the | -Project Reports *Material
sufficient budget Experts Dispatched! | Research The budget is secured in the annual business plan, MOF is extending a
-Counterparts *Questionnaire | proactive support to VDB for strengthening of its institutional capacity. There
MFI *Interviews will be no hindrances for the budget to be secured,
*MOF
-§BV :
Managerial Increase of paid-up capital *Project Reports *Material By virtue of Decision 44 (2007), the charter capital of VDB has been increased
sustainability “Experts Dispatched | Research from 5,000 billion VND to 10,000 billion VND. The equity capital was
- Counterparts -Questi_onnaire increased to 10,846 billion VND of which 6,360 billion VND was recorded as
-MPI *Interviews the charte capital as of December 2009.
*MOF There is no clear indication as to what is the capital adequacy ratio required for
5BV VDB and whether VDB is actually meeting such requirement. The capital
infusion may be required in case of a substantial amount of provisioning and/or
write-off will be made as a result of strengthened credit risk management
system,
Extent of the capital | -Project Reports *Material
adequacy satisfying the | -Experts Dispatched | Research Same with the above
govemnment regulation -Counterparts -Questionnaire
-MP{ *Interviews
-MOF
«SBV
Extent of asset classification | -Project Reporis *Material
and provisioning executed | «Experts Dispatched | Rescarch The Decision of Prime Minister 44 (2007) prescribes the provisioning VDB
in accordance | ‘:,'“h the | . Counterparts *Questionnaire | has 1o follow. VDB is subject to make provisions at 0.5% of the cutstanding
government regufation -MPI - Interviews balance of the investment lending, credit guarantee, export credit, etc. The
-MOF ' writing-off of the uncollectable NPL requires the approval of Finance Minister.
*SBY The credit risk management systein is at the stage of pilot model and is yet to
commence its operational use. The classification is yet to be made and there is
no discussion upon the provisioning and write-off. In order for the system to be
made use of, the regulations constraining the activity of VDB needs to be
relaxed for self-control of VDB.
Measures to  eradicate | «Project Reports *Material
outsi?e intervt?ntion in _the -Experts Dispatched | Research There exists no practice of the government forcing VDB to extend loans to any
j\lllld);;ent ;:(C)S;tss appraisal | -Counterparts 'Q“CSﬁ_Oﬂﬂaim specified projects. VDB is assured of the independent appraisal of the project
-MPI *Interviews to be financed. For any project that is not bankable, VDB is given a veto power
-MOF for rejecting such project from financing.
-SBY
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Criteria

Method of

Review Item Source of Data Result Particular
Information ) s
Major Category Minor Category Collection
Development  of  the | -Project Reports *Material
mechanism assuring VDB’s | .Experts Dispatched | Research Law on Public Debt Management (2009) changed the bond issue by VDB from
tﬁt::dﬁ]n;gibglg[z::;?ﬁr;::sglfr:ﬁ *Counterparts -Questionnain: the previous style of issuing government bond raising funds for VDB to the
investment lending *MPI *Interviews issuance of VDB bond guaranteed by the government.
*MOF In order for VDB to mobilize sufficient funds for lending effectively to the real
-SBV economy, there is a need that the bond market will be developed and VDB is
given full discretion for fund mobilization,
Technical Steps to be taken before the | +Project Reports *Material
Sustainability credit r@sk management | -Experts Dispatched | Research With regard to the transfer of the credit risk management system to VDB, there
:{;;‘i:ﬁlz;ﬂl be installed and -Counterparts 'Questi_onnairc exists a certain concern if the system could be brought up to the stabilized
-MP1 *Interviews operation smoothly. Various voices are heard from the parties concemed for
*MOF requesting JICA’s support for the smooth transfer and stabilization of the
-SBV

operation.
(1) Ideas of the Project Team
(i)  Short term assistance conceivable

= Adjustment of various tools (fixing of errors, addition of necessary
functions, guidance for stabilization of internal rating system,
guidance on data collection);

* Guidance on the operation of the internal rating system {(data

analysis, credit risk management);

= Guidance and advice on the strengthening of institutional capacity

(group based risk management, designated responsible
department system for group customer); and

= Consideration of the roadmap for construction of the scoring

model.
(ii)) Long term assistance conceivable

= Development of the rule and system of distinguishing the policy
based lending from the other ordinary lending and data
collection;

- Tightening of the risk management on the group based customer

= upgrading of IT tool;

= Upgrading of the internal rating system; and

- Institutional capacity building.
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Criteria

Review ktem

Major Category

Minor Category

Source of
Information

Method of
Data
Collection

Result

Particular
)

(2) Concem expressed by VDB

(i) The credit risk management system requires the follow-up support in
its technology and software. With regard to the technological aspect, there exist
concerns in such matters as; whether the server can be well maintained by the
existing facilities and ability of VDB? Whether the server can be smoothly
integrated with the other banking systems, in particular, the issues of the
interfacing with the existing apparatus, operation of network, system reliability,
etc.? There is a nced for stand-by assistance to be resorted in case of
emergency need. What is concerned is the state of conditions in which once the
system stops for technical reason, it will remain inoperative for a while and
will be deserted for good,

(ii) The level of software achieved is not sufficient and requires a constant
upgrading. The transfer of ownership is accepted in the sense that VDB takes
the first step for self-efforts. The internal system contains a component that
requires highly advanced judgment based on the professional experience and
knowledge. The stabilization of the system will take long time and
accumulation of adequate data information,

(iii) In order to cope with the concerns of the department concemned,
VDB would like to request JICA to provide continued support for the system.

It is customary to any of the system development that the development
encounters issues as has been mentioned above before their operation
slabilizes, Both parties are required to make efforts for causing preventive
measures for solution, It js imperative to have sufficient measures of
safeguarding for such events so as to avoid the sitwation in which any
occurrence of local problem lead to the complete standstifl of the system.

Adequacy of the operation
and maintenance for the
computer system

=Project Reports
*Experts Dispatched
* Counterparts

*MPI

-MOF

=SBV

*Material
Resecarch

+*Questionnaire

«Interviews

The server equipment (hardware and software) has been purchased by VDB
and provided to the Project. The operation of the system will be placed under
management of Customer Center. The hardware will be placed under the
control of IT Center. The core banking system and on-line operation is being
operated and controlled by IT Center demonstrating its capability to run the
highly advanced equipment
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ANNEX III:

Project Design Matrix

PROJECT DESIGN MATRIX

Yersion No. 2

Country :  Socialist Republic of Vietnam

Target Area :

throughout the country

Project
Vietnam

Project for Institutional Capacity Development for Infrastructure Finance in | Target Group :

Headquarters and Branch Offices of VDB

Executing Agency: Vietnam Development Bank (VDB)

Duration :

September 2008 — August 2011

Date of Matrix ;

April, 2009

Narrative Summary

Objectively Verifiable Indicators

Means of Verification

Important Assumption

Overall Goal:

Sustainability of investment lending of VDB is
strengthened in accordance with the VDB’s
strategic plan and socio-economic
development objectives.

1. Status of progress of state credit investment in the
socio-economic development plan,

2. Outstanding amount of VDB’s investment lending grows
at an annual average of 15 to 17% (in current price),

3. Amount of disbursement of VDB’s investment lending
grows as an annual average of 20 to 25% (in current
price),

4, Tnvestment lending of VDB in the infrastructure and
industrial sector (I and III of eligible list of Decree 151)
continue to account for more than 75% in terms of
ouistanding balance,

5. Results of post-evaluation for selected projects are rated
high.

VDB’s periodical reports
to supervising ministries,
VDPB’s periodical reports
to supervising ministries,
VDB’s periodical reports
1o supervising ministries,
VDB's periodical reports
to supervising ministries,
VDB’s monitoring and
evaluation (M & E) report

* Government basic policy
continues to be supportive to
operation of VDB as a
development bank.

Project Purpose

VDB’s autonomous and effective operations of
investment lending as a development bank are
strengthened. .

1. Number of projects which are justified from a viewpoint of
the financial feasibility as well as the clear mission of VDB
in2011,

2. Quantitative and qualitative trend of non-performing loan

Results of foan appraisal,
Financial statements of
VDB, and

Progress reports of the

* Economic and financial
situations in Vietnam are not
drastically changed,

. The government
socio-economic policy is not
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(NPL) (currently 5.6%),

3. Progress of dissemination of credit risk management system

to branch offices (quantitative and qualitative).

project.

drastically changed, and

+ Strengthened institutional
framework for policy based
credits of VDB remains
unchanged.

OQutputs:

1. Framework of VDB’s povernance
strengthened with its clear mission.

is

1.1

1.2

1.3
14

Outcome of the policy dialogues with supervising
ministries,

Annual business plan for investment credit is in line with
the strategic plan of VDB,

Status of legal documents (preparation/approval),
Relevance of legal documents.

1.1 Meeting memos,

1.2 Annual investment credit
plan,.

1.3/1.4 Legal documents,

2. Credit risk management is improved

2.1

22
23

24
25
2.6
27

Frequency of risk management committee/credit
management committee and outcome of meetings,

Status of model corporate-based database construction,
Status of trial on internal rating system (debtor
classification),

Status of credit loan classification

Status of credit risk quantification guideline formulation,
Stricter monitoring mechanism is introduced by 2011,
Number of trainees who have applied skills and
knowledge gained through the training program of credit
risk management and internal rating/credit activities based
on the intermal rating to regular works at their respective
home offices.

2.1 Meecting memos, .

2.2 Corporate-based
database, ,

2.3 Internal rating system,

24 Credit loan categorization,

2.5 Credit risk qualification
guideline,

2.6 Monitoring report of VDB,
and

2.7 Interview survey/
questionnaire survey
/results of  exercises
conducted  during  the
training period.

. Fund mobilization
conditions are not drastically
aggravated,

*Risk settlement measures are
taken in accordance with the
government regulations, and
*Paid-up capital is increased
to make up for loss due to
provisioning for
nop-performing  loans in
accordance with the VDB’s
medium  and  long-term
strategic plan.
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3. Knowledge of fund mobilization and ALM
(Asset and Liability Management) is enhanced.

3.1 Learning progress of trainees,
3.2 Quality of training materials prepared, and

3.3 Number of participants in the training programs including

workshops/seminars.

3.1-3.3 Project progress reports/
Interview survey/ questionnaire
survey.

4. Human resource development system is
strengthened.

4. Quality of training plan (training subjects, schedule,

number of participants, etc.)

4 Training plan

Activities Inputs

1.1 Hold workshops/seminars for policy
issues, Japan

1.2 Evaluate projects in different sectors and | A. Personnel
feedback of the results on a selected basis, Experts

1.3 Identify agenda for policy dialogues,

1.4 Make consultations with the existing
platform for policy dialogues with
relevant stakeholders on a regular basis,

1.5 Develop VDB’s annual investment
credit plan with strategic orientation,

1.6 Submit recommendations for
preparation and modification of
relevant legal documents.

2.1, Assess existing processes taken for
credit risk management,

2.2 Activate risk management
committee/credit risk management
committee,

2.3A Take measures to improve the
operational processes relating to the
credit risk management;

2.3A.1 Draft the “Credit Risk Management
Policy’,
2.3A.2 Categorize VDB’s loan assets based

(1)} Project Leader/Policy Analysis,
(2) Credit Risk Management,
(3) IT System for Credit Risk Management,
(4) Fund Mobilization/ATM.
(5) Human Resource Development
B. Training
Study tours to Japan and/or third country
C. Equipment as required

Vietnam
A_ Personnel (counterparts)

B. Facilities (office space, hardware and sofiware for credit risk management)
C. Local Cost including expenses required for the domestic training, seminars/workshops and

domestic business trips

(Exchange rates: US§1=¥ =VND )

*C/Ps for the project
continue to work at
VDB, and

-Relevant organizations
are ready to prepare
and/or modify legal
documents relevant to
operation of VDB

Precondition:
*Relevant apencies
(particularly, SBV,
MOF, and MPI) gives
consent to the project
implementation.
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on *Credit Risk Management Policy’,
2.3A.3 Identify loan appraisal operation flow
based on ‘Credit Risk Management

Policy’,

2.3A4 Introduce  stricter  monitoring
mechanism,

2.3A.5 Identify the usage of corporate-based
database,

23B Build up appropriate credit risk
management system;

2.3B.1 Build up model corporate-based
database with sufficient information,
2.3B.2 Identify methodologies of
application of corporate-based
database with branches,
2.3B.3 Conduct trial operation of internal
rating system that includes the debtor
classification concept,
2.3B.4 Conduct trial operation of credit risk
assessment method inapplicable for
internal rating, ,
2.3B.5 Formulate credit risk quantification
method for each asset loan category,
2.4 Review existing training programs for
credit risk management,
2.5 Conduct training program for credit
risk management.

3.1 Review and discuss existing activitics
for fund mobilization and ALM,
3.2 Based on the above review, discussions
and Japanese experiences:
3.2.1 Conduct pilot/ad hoc training
programs on fund mobilization and ALM,
3.2.2 Organize workshops/seminars to share
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4.1

4.2

expertences for fund
mobilization and ALM.

Review and discuss existing training
system of YDB,

Based on the review and discussions,
facilitate establishment of the most
appropriate training system (training plan,
schedule and implementation structure).
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4. Plan of Operation (Plan versus Actual)

ANNEX IV
ANNEX IV PLAN OF OPERATION (Plan versus Actual)
June 2011
Activity 2008 2009 2010 2011
[{IOJTEQIVE T | B JIN)IV DI HIIV] 1 | I
. L Plan
1.1 N N N
Hold workshops/seminars for poll_c:).r issues Actual . . P
12 Evaluate projects in different sectors and feedback of the results on |Plan
™ |a selected basis Actual N ey —
. N Pilan N
1.3 |ldentify agenda for policy dialogues Actual om(ENER g
14 Make consultations with the existing platform for policy dialogues |Plan T T
" |with relevant stakeholders on a regular basis Actual T
15 Develop VDB's annual investment credit plan with strategic Plan
' orientation Actual
16 Submit recommendations for preparation and modification of Plan
" [relevant legal documents Actual N
2.1 |Assess existing processes taken for credit risk management, i!::'lal y
23 Activate risk management committee/credit risk management Plan ’ [ T
" |committee Actual = TP
23A Take measures to improve the operational processes relating to the |Plan
i credit risk management Actual R
2,3A1 [Draft the ‘Credit Risk Management Policy Flan ’ e
Actual N
Categorize VDB’s loan assets based on “Credit Risk Management |Plan
2.3A2 e it
Policy Actual N
Identify loan appraisal operation flow based on “Credit Risk Plan T
2.3A3 S N NN
Management Policy Actual
2.3A4 |Introduce stricter monitoring mechanism Flan i)y
Actual
K Plan .
2.3A5 |Identify the usage of corporate-based database Actodl oy
2.3B |Build up appropriate credit risk management system !l:.ls.t?:al
2131 Build up model corperate-based database with sufficient Plan
’ information Actual O
Identify methodologies of application of corporate-based database (Plan N
23B2 |7 )
with branches Actual . R
Conduct trial operation of internal rating system that includes the  |Plan . 1)
2.3B3 o o
debtor classification concept Actual
23p4 Conduct trail operation of credit risk assessment method Plan . ”-ﬂ
) inapplicable for internal rating Actual
2385 Formulate credit risk quantification method for each asset loan Plan T T 7 _’
i category Actual . T
2.4 |Review existing training programs for credit risk management il:t?lal >
. i Plan =
25 [Conduct training program for credit risk management ool X i)
11 Review and discuss existing activities for fund mobilizationand  [Plan
o |ALM Actual
3.2 |Based on the above review, discussions and Japanese experiences: ?ﬁ?t?zal » >
391 Conduct pilot/ad hoc training programs on fund mobilization and  |Plan ‘
T JALM Actual
392 Organize workshops/seminars to share experiences for fund Plan .
7 |mobilization and ALM Actual |
4.1 |Review and discuss existing training system of VDB ;T:t?.lal
Based on the review and discussions, facilitate establishment of the [Plan T
4.2 |most appropriate training system (training plan, schedule and T
. . .\ Actual
implementation structure;




PHULUCII KE HOACH HOAT DONG (thuc té so véi ké hoach)

June 2011
Activity 2008 2009 2010 2011
I I | IV I I IV INJ LIV I [ IO
I e parls 1 P K¢ hoach — o —
ex. |To chirc hdi thao/hep ve cic van de chinh sich Thye 8 ] — —
X A av s 1 X 3 K¢ hoach
1.1 |T& chirc h{i thao/hop vE cic van d¢ chinh sach The & |
12 Dénh gid mt 56 dir 4n thude cde nganh khéc nhau, phin héi trén co|K¢ hoach
“ |str c6 chon loc Thuc ¢ |
N Y K¢ hoach
1.3 |Xac dinh chuong trinh thie luin vé chinh sach Thuc 8 |
Tham vén ¥ ki¢n cdc bén hiru quan vé céc vin dé chinh séch mét ¢i|Ké hoach
1.4 X T
ch thudng xuyén Thuyc té |
L5 Phat trién ké hoach tin dung dau tr hang ndm cta VDB theo dinh  [K& hoach
) hudémg chicn luge Thuyc té |
16 D& trinh cac dé xust dé chudn bj va stra d6i cic quy dinh phap 1Y 6 |K& hoach
) lién quan Thuc i€ |
. ia s ; L s K& hoach
2.1 |Danh gid cac quy trinh hi¢n tai lien quan dén qudn ly rdi ro tin dung Thuc & ]
2.2 |Kich hoat Uy ban quan trl rii ro/Uy ban quin trj riii ro tin dyng 5;’::0:169?
274 Thuye hién cic bién phap cai tién quy trnh hoat ddng lién quan dé&n |Ké hoach
i quan trj rdi ro tin dung Thuc té |
N L s " K& hoach
2.3A1 |Lap dy thao “Chinh sich quén tri nii ro tin dyng Thute 12 |
Phiin loai cac khodn cho vay cita VDB dira trén “Chinh sich quan  |K& hoach
23A2 | . M e
trj rii ro tin dung Thuc té |
23A3 X4c dinh luéng hoat dgng thim dinh cho vay dya trén “Chinh sach [KéE hoach
) quén trj nii ro tin dung” Thuc té |
s 5. " K& hoach
2.3A4 |Gidi thigu co ché gidm sat chit chi hon Thuc i |
. , e pin ia K¢ hoach
2.3A5 |X4c dinh cac sir dyng co s& dif tifu doanh nghip Thue 2 |
P AT K& hoach
2.3B |X4y dyng h§ thong quan tri rai ro tin dyng thich hgp Thuc 2 ]
2.3B1 |Xéy dyng co s& dit ligu doanh nghiép miu véi cic théng tin diy da 5;;0:15"1
2.3B2 |Xdc djnh phwong phap tmg dyng co s& dif ligu cho cac chi nhanh E:;:fg?
2183 Thurc hién chay thit hé thang xép hang tin dung ndi by bao gdm kha|Ké hoach
' i nigm phan logi khéch hing vay. Thyc té |
Thure hién chay thir phuong phip dinh gid rdi ro tin dung khong 4p |Ké hoach
2.3B4 z A PN T
dung cho xép hang tin dyng néi b Thucté |
2.3B5 [Dinh hinh phirong phép lugng hoa i ro tin dyng cho ting nhom t 5}‘1";::"1“;
2.4 |Sodt xét cic chrong trinh d4o tao hién hanh vé quan tr nili ro tin dl:lch huaf:h
Thycté |
. PR K& hoach
2.5 | Thyc hi¢n chreong trinh ddo tao quan trj nli ro tin dyng Thwc 83|
11 Sodt xét va thao ludn cdc hoat ddng lién quan dén huy dong von va [Ké hoach
T JALM Thucté |
3.2 |Dua vao cAc 504t xét, thao lugn va kinh nghidm tir Nhit Ban tén; ?;;D;CT
321 Thirc hién cac chuong trinh dao tao thi diem/dac biét vé huy dng (K& hoach
<7 |vén va ALM Thuc t& |
329 TS chitc hi thao/chuyén dé chia s¢ kinh nghigm v& huy dong von v|Ké hoach
T la ALM Thurc té |
PR ia . K& hoach
4.1 |Soat xét va thao fuan hé thong dio tao hi¢n tai cia VDB Thuc 13 |
42 Dira trén xem x&t va thao ludn, ho trg thiét 14p hé théng do o thi |K& hoach
““ |eh hop nhét (ké hoach dao tao va lich trinh wién khai thyc hign)  [Thucté |
Ghi chit

1. B& nghj ditn diy dii céc hoat ddng theo céch viét clia PDM

2. D& nghj sir dung bar mau den d& chi ké hoach ban d3u tirc 12 k& hoach tai thévi didm sira dbi PDM

3. P& nghj slr dyng bar mau d6 dé chi hoat dong thirs t& durgr tridn khai
4. Thay vi s dyng bdng theo quy, néu o6 thé dwore, 42 nghj quy vi chudn bj theo thang
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ANNEX V1.

Project
Director

I?’roject
Coordinators

Project Manager
Mr.Cat

Mr.Trung

Ms.Dung Anh

(Foreign Capital)

Mr. Giang

(P & C Dept).

Mr.Long

(Customer Center

Ms. Van

{Inv. Credit)

Ms. Hang

(Intl Cooperation)

Note: The person with Asterisk mark (*) means that the person is in charge of multiple assignments

ORANIZATION CHART OF THE PROJECT

as of June 2011
TOR leader
(Contact person) Members
Mr. Hoa Mr. Cat (7) )
Output 1 § Deviopment Policy| | Project Manager )
4 [ Mrs.Dung (%) Mrs.Bich (*) Mr.Hai
Investment Credit] (Export Credif) {IT)
Output 2 Mr. Trung Mrs.Dung (%) Mr.Trung Mrs.Giang {*)
(Customer Center) {Debt Solution) | (Foreign Capital)| (Fund Mobil.)
Mrs.Hanh (%) Mrs. Lan
\_ {Accounting) (Appraisal) Yy,
Outout 3 [ Mrs.Dung (*) Mrs.Hanh (*) Mrs.Bich (*) i
P Mrs.Giang (Investment Credit] (Accounting) {Export Credit)
(Fund Mobil.) Mr. Cat (")
\ Project Manager y
{ Mr.Dung Mr.Bon ]
Output 4 [ (Human R) (Training C) )
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ANNEX VII

ANNEX VII

LIST OF JAPANESE EXPERTS DISPATCHED

Fiscal
Year

Name

Title and Assigned Purpose

Period

2008

Hirohiko SEKIYA

Chief Consultant,

International Bureau, JERI
Leader/Deveiopment Finance / Credit
Risk Management / Fund Mobilization
and ALM

Hiroshi IKARI

Director, International Bureau, JERI
Sub-leader/ Credit Risk Management

Yoshiyuki OBA

Senior Research Analyst, International
Bureau, JERI
Development Finance

Masayoshi
TATEWAKI

Director of 2™ International Dept,
International Bureau, JERI
Credit Risk Management/ Human
Resource Development

Yuki TAKETANI

Senior Research Analyst,
International Bureau, JERI
Credit Risk Management/ Fund
Mobilization and ALM

Emi HARADA

Research Analyst, International Bureau,
JERI
Coordinator

2009

Hirohiko SEKIYA

Chief Consultant,

International Bureau, JERI
Leader/Development Finance / Credit
Risk Management / Fund Mobilization
and ALM

Hiroshi IKARI

Director, International Bureau, JERI
Sub-leader/ Credit Risk Management

Yoshiyuki OBA

Senior Research Analyst, International
Bureau, JERI
Development Finance

Masayoshi
TATEWAKI

Director of 2* International Dept,
International Bureau, JERI
Credit Risk Management/ Human
Resource Development

Yuki TAKETANI

Senior Research Analyst,
International Bureau, JERI
Credit Risk Management/ Fund
Mobilization and ALM
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Tadanobu

Senior Specialist, NTT Data Corporation

YAMANAKA IT system

Senior Business Analyst, NTT Data
Khac Uy DO Corporation

IT system

Miyuki SATO

Research Analyst, International Bureau,
JERI
Coordinator

2010

Chief Consultant,
International Bureau, JERI

Hirohiko SEKIYA Leader/Development Finance / Credit
Risk Management / Fund Mobilization
and ALM

Hiroshi IKARI Director, International Bureau, JERI

(Until June 30, 2010)

Sub-leader/ Credit Risk Management

Hiromasa KONDO
(From July 1, 2010)

Director of 1* International Dept.,
International Bureau, JERI
Sub-leader/ Credit Risk Management

Senior Research Analyst, International

Yoshiyuki OBA Bureau, JERI

Development Finance

Director of 2™ International Dept,
Masayoshi International Bureau, JERI
TATEWAKI Credit Risk Management/ Human

Resource Development

Senior Research Analyst,
Hirofumi AZETA International Bureau, JERI

Credit Risk Management

Senior Research Analyst,

Vuki TAKETANI International Bureau, JERI

Credit Risk Management/ Fund
Mobilization and ALM

Osamu SAITO

Group Leader, Solution Department
Consist Inc.
IT System

Norihiro MATSUO

Senior Engineer, Solution Department
Consist Inc.
IT System

Miyuki SATO

Research Analyst, International Bureau,
JERI
Coordinator

ANNEX VII-2




8. AyvB—nN—F- R}

ANNEX VIII

ANNEX VIII: LIST OF COUNTERPARTS ASSIGNED TO THE PROJECT

A. Project Management Unit

No. Name Assignment Title and Department
Mr Lai Van Dao
(Until January 2011) . . .
1 Project Director | Deputy General Director
Ms. Dao Dung Anh
(From February 2011)
. Director, International Cooperation
2 | Mr Tran Tu Cat Project Manager
Dept.
. Deputy Director, Investment Credit
3 | Ms Nguyen Thi Thu Dung Member
Dept.
Deputy Director, Foreign Capital
4 | Mr Nguyen Hoang Trung Member
Management Dept.
5 | Ms Do Thi Ngoc Bich Member Director, Export Credit Dept.
6 | Ms Le Huong Lan Member Deputy Director, Appraisal Dept.
. Deputy Director, Fund Mobilization
7 | Ms Cao Huong Giang Member
Dept.
8 | Ms Nguyen Phuong Dung Member Vice Director, Debt Solution Center
9 | Ms Tran Thi My Hanh Member Deputy Director, Accounting Dept.
10 | Mr Dam Xuan Dung Member Deputy Director, Personnel Dept.
I1 | Mr Nguyen Thanh Hai Member Vice Director, IT Center
Mr Vu Van Son
(until January 2011) . .
12 Member Director, Training Center
Mr. Pham Van Bon
(from February 2011)
13 | Mr. Dinh Quang Trung Member Director, Customer Center
14 | Mr. Tran Cong Hoa Member Director, Policy Development Dept.
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A. Task Force

Name Assignment Title and Department
Mr. Tran Cong Hoa Task Force 1°s | Director, Policy Development
Leader Dept.
Mr, Tran Tu Cat Member Director, International
Task Force 1 Cooperation Dept.
(Output 1) Mr. Nguyen Hoang | Member Deputy Director, Foreign
Trung Capital Management Dept.
Mr. Dam Xuan Dung | Member Deputy Director, Personnel
Dept.
Mr. Dinh Quang Trung | Task Force 2’s | Director, Customer Center
Leader
Ms. Nguyen Thi Thu | Member Deputy Director, Investment
Dung Credit Dept.
Ms. Do Thi Ngoc Bich | Member Director, Export Credit Dept.
Task Force 2
Ms. Nguyen Phuong [ Member Vice Director, Debt Solution
(Output 2)
Dung Center
Ms. Le Huong Lan Member Deputy Director, Appraisal
Dept.
Mr. Nguyen Thanh | Member Vice Director, IT Center
Hai
Ms. Cao Huong Giang | Task Force 3’s | Deputy  Director,  Fund
Leader Mobilization Dept.
Task Force 3 - - -
(Output 3) Ms. Tran Thi My | Member Deputy Director, Accounting
Hanh Dept.
Mr. Pham Van Bon Member Director, Training Center
Mr. Pham Van Bon Task Force 4’s | Director, Training Center
Leader
Task Force 4 | Mr. Nguyen Hoang | Member Deputy  Director, Foreign
(Output4) | Trung Capital Management Dept.
Mr. Dam Xuan Dung | Member Deputy Director, Personnel
Dept.
ANNEX VIII-2




B. Task Force for Qutput 2

Role PMU member Department Working Team Department
members
* IMr. Trung  |Customer Center Mr. Giang Planning & Ceordination Dept.
Taskforce | Design appr.opr:ate Credit Risk Mr. Dl_lng Investment (;recFlt Dept.
Mgt Committee! Ms. Giang  |Fund Mobolization Dept.
Ms. Dung | Debt Solution Center
* IMr. Trung  |Customer Center Ms. Chi Customer Center
Taskforce 2 Work on Credit Risk Mgt. Policy &| |Mr. Dung  |Investment Credit Dept.
loan categorization Ms. Giang  |Fund Mobolization Dept.
Ms. Dung  |Debt Solution Center
Improve credit related operation * [Ms.Dung  [Investment Credit Dept. |Ms. Quyen Investment Credit Dept.
Taskforce 3|flow including revising 'Investment Ms. Lan Appraisal Dept. Mr, Ha Appraisal Dept.
Credit Manual' Ms. Bich Export Credit Dept. Mr. Dung Export Credit Dept.
*
Define the framework of corporate- Mr. TrL!ng Customer Center Mr. Long Customer Center
Taskforce 4 Mr. Hai IT Center
based database .
Mr. Hanh  [Accounting Dept.
Improve training program for credit * |Mr. Son Training Center
Taskforce 5| . - £ prog Mr. Trung  |Foreign Capital Dept.
risk management
Mr. Dung  |Personnel Dept.

1) * are leaders of Taskforces

2) Bold are

full-time staff

3) Mr. Bon succeeded Mr. Son from February 2011.

4) Ms. Van succeeded Ms. Quyen from February 2011

C. Working Team

No. | Name Title and Department
1 | Ms. Do Thi Tra Linh Deputy Director of Investment Credit Dept.
2 | Ms. Tran Thi Thom Specialist of Investment Credit Dept.
3 | Ms. Nguyen Thi Thanh Xuan Specialist of Investment Credit Dept.
4 | Ms. Hoang Thu Van Specialist of Investment Credit Dept.
5 | Mr. Nguyen Huy Hoang Deputy Director of Customer Center
6 | Mr. Nguyen Thanh Long Specialist of Customer Center
7 | Ms. Nguyen Thi Thanh Ha Specialist of Customer Center
8 - | Ms. Ngo Thi Huyen Trang Specialist of Export Credit Dept.
9 | Mr. Le Trung Dung Specialist of Export Credit Dept.
10 | Ms. Le Huong Lan Deputy Director of Appraisal Dept.
11 | Ms. Do Thi Khanh Nga Specialist of Appraisal Dept.
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D. Administrative Support

No. | Name Title and Depariment
1 | Mr. Pham Hai Ha Specialist of Appraisal Dept.
2 | Mr. Do Viet Dung Specialist of Export Credit Dept.
3 | Mr. Tran Sy Giang Specialist of Administrative Dept.
4 | Ms. Hoang Thu Hang Specialist of International Cooperation Dept.
5 | Ms. Hoang Thu Van Specialist of Investment Credit Dept.
ANNEX VIII-4
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ANNEX IX

ANNEXIX LIST OF COUNTERPARTS TRAINED OVERSEAS

become effective from October 2008,

Year of Name Course Place Period
Training
2008 N/A
2009 Mr. Lai Van Dao | The recent reforms of development | Tokyo, | March 1¥to
financing system in Japan which was Japan March 8th
become effective from October 2008,
including DBJ's equitization
Mr.Le Quoc Ly | The recent reforms of development | Tokyo, | March 1* to
financing system in Japan which was Japan March 8th
become effective from October 2008,
including DBJ's equitization
Ms. Bui Hanh | The recent reforms of development | Tokyo, | March I* to
Thuy financing system in Japan which was Japan March 8th
become effective from October 2008,
including DBJ's equitization
Ms. Nguyen | The rtecent reforms of development | Tokyo, | March 1* to
Xuan Thao financing system in Japan which was Japan } March 8th
become effective from October 2008,
including DBJ's equitization
Mr. Tran Tu Cat | The recent reforms of development | Tokyo, | March I¥ to
financing system in Japan which was Japan March 8th
become effective from October 2008,
including DBJ's equitization
Ms. Nguyen Thi | The recent reforms of development | Tokyo, | March 1¥ to
Thuy Lan financing system in Japan which was Japan March 8th
become effective from October 2008,
including DBJ's equitization
Ms. Nguyen Thi | The recent reforms of development | Tokyo, | March 1% to
Thu Dung financing system in Japan which was Japan March 8th
become effective from October 2008,
including DBJ's equitization
Ms. Le Huong | The recent reforms of development | Tokyo, | March 1% to
Lan financing system in Japan which was Japan | March 8th
become effective from October 2008,
including DB/J's equitization
Ms. Cao Huong | The recent reforms of development | Tokyo, | March 1* to
Giang financing system in Japan which was Japan March 8th
become effective from October 2008,
including DBJ's equitization
Mr. Tran Cong | The recent reforms of development| Tokyo, | March 1* to
Hoa financing system in Japan which was Japan March 8th
become effective from October 2008,
including DBJ's equitization
Mr. Dinh Quang | The recent reforms of development | Tokyo, | March 1* to
Trung financing system in Japan which was Japan March 3th
become effective from October 2008,
including DBJ's equitization
Mr. Dam Xuan | The recent rteforms of development | Tokyo, | March 1% to
Dung financing system in Japan which was Japan March 8th
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including DBJ's equitization

Mr. Nguyen Anh | The recent reforms of development | Tokyo, | March 1% to
Tung financing system in Japan which was Japan March 8th
become effective from October 2008,
including DBJ's equitization
Ms. Hoang Thu | The recent reforms of development | Tokyo, | March 1% to
Hang financing systern in Japan which was Japan March 8th
become effective from October 2008,
including DBJ's equitization
Mr Nguyen Long | Building Credit Risk Management of VDB | Tokyo, October
Van with reference to Japanese experiences Japan 25th to
October 31st
Mr. Vu Van Son | Building Credit Risk Management of VDB | Tokyo, October
with reference to Japanese experiences Japan 25th to
October 31st
Mr. Ho Huy Building Credit Risk Management of VDB | Tokyo, October
Hoang with reference to Japanese experiences Japan 25th to
October 31st
Ms. Nguyen Building Credit Risk Management of VDB | Tokyo, | October
Phuong Dung with reference to Japanese experiences Japan 25th to
October 31st
Mr. Nguyen Building Credit Risk Management of VDB | Tokyo, | October
Thanh Hai with reference to Japanese experiences Japan 25th to
October 31st
Mr. Nguyen Viet | Building Credit Risk Management of VDB | Tokyo, | October
Phuong with reference to Japanese experiences Japan 25th to
October 31st
Ms. Do Thi Tra Building Credit Risk Management of VDB | Tokyo, | October
Linh with reference to Japanese experiences Japan 25th to
October 31st
Ms. Pham Le Building Credit Risk Management of VDB | Tokyo, | October
Dung with reference to Japanese experiences Japan 25th to
October 31st
Mr. Le Minh Building Credit Risk Management of VDB | Tokyo, | October
Trong with reference to Japanese experiences Japan 25th to
October 31st
Mr. Nguyen Viet | Building Credit Risk Management of VDB | Tokyo, | October
Cuong with reference to Japanese experiences Japan 25th to
October 31st
Ms. Hoang Building Credit Risk Management of VDB | Tokyo, | October
Phuong Lan with reference to Japanese experiences Japan 25th to
October 31st
Mr. Tran Sy Building Credit Risk Management of VDB | Tokyo, | October
Giang with reference to Japanese experiences Japan 25th to
October 31st
Mr. Nguyen Building Credit Risk Management of VDB | Tokyo, | October
Thanh Long with reference to Japanese experiences Japan 25th to
October 31st
Ms. Hoang Do | Building Credit Risk Management of VDB | Tokyo, | October
Quyen with reference to Japanese experiences Japan 25th to
October 31st
2010 Mr. Tran Cong Institutional Capacity Development for | Manila, | August 23th
Hoa Development Finance and Credit Risk | Philippin to August
Management Enhancement with reference es 27th

ANNEX IX-2




to the Philippine Experience

Ms. Do Thi Ngoc | Institutional Capacity Development for | Manila, | August 23th
Bich Development Finance and Credit Risk | Philippin | to  August
Management Enhancement with reference es 27th
to the Philippine Experience
Ms. Tran Thi My | Institutional Capacity Development for | Manila, | August 23th
Hanh Development Finance and Credit Risk | Philippin | to  August
Management Enhancement with reference es 27th
to the Philippine Experience
Mr. Nguyen Institutional Capacity Development for | Manila, | August 23th
Hoang Trung Development Finance and Credit Risk | Philippin | to  August
Management Enhancement with reference €s 27th
to the Philippine Experience
Ms. Hoang Thi Institutional Capacity Development for | Manila, | August 23th
Nhi Development Finance and Credit Risk | Philippin | to  August
Management Enhancement with reference es 27th
to the Philippine Experience
Mr. Pham Duc Institutional Capacity Development for | Manila, | August 23th
Toan Development Finance and Credit Risk | Philippin | to  August
Management Enhancement with reference es 27th
to the Philippine Experience
Ms. Nguyen Thi | Institutional Capacity Development for | Manila, } August 23th
Ly Development Finance and Credit Risk | Philippin | to  August
Management Enhancement with reference es 27th
to the Philippine Experience
Ms. Dang Thi Institutional Capacity Development for | Manila, | August 23th
Linh Chi Development Finance and Credit Risk | Philippin } to  August
Management Enhancement with reference es - 27th
to the Philippine Experience
Ms. Do Tuong Institutional Capacity Development for | Manila, | August 23th
Van Development Finance and Credit Risk | Philippin | to  August
Management Enhancement with reference es 27th

to the Philippine Experience
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ANNEX X

ANNEX X: LIST OF EQUIPMENT PROVIDED BY JAPANESE SIDE

Cost
Year Equipment Quantity (JPY
million)

No equipment other than the one procured by the consultants under the
consulting contract has been provided by Japanese Side.
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ANNEX XI

ANNEXXI: LIST OF EQUIPMENT PROVIDED BY VIETNAMESE SIDE

Year

Equipment

Quantity

Cost
(VND
million)

1) Working office
2) Table, chair
3) Internet

4) Phone

5) Server

6) Software
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ANNEX XII

ANNEX XII: EXPENDITURE FOR LOCAL ACTIVITIES BORNE BY JICA

Budget/ Expense Items Amount
Expenditure (VND)

No expenditure other than the one
made by the consultants under the
consulting contract has been made.
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ANNEX XIII
ANNEX XIII: GENARAL EXPENDITURE BORNE BY VIETNAMESE
SIDE
Cost
Year Equipment Quantity | (VND
million)

Expenditure including the expenses for domestic trip, workshops/

seminars and other expenses were borne by Vietnamese Side.
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14. Minutes of Meeting (Signed)

MINUTE

S OF MEETING

BETWEEN
THE JAPANESE TERMINAL EVALUATION TEAM AND
AUTHORITIES CONCERNED OF THE GOVERNMENT OF
THE SOCIALIST REPUBLIC OF VIETNAM
ON JAPANESE TECHNICAL COOPERATION PROJECT FOR
INSTITUTIONAL CAPACITY DEVELOPMENT FOR
INFRASTRUCTURE FINANCE IN VIETNAM

The Japanese Terminal Evaluation Team (hereinafter referred to as "the
Japanese Team" ) organized by the Japan International Cooperation Agency (hereinafter
referred to as “JICA”) and headed by Mr. Toshio Nagase, Senior Representative, JICA

Vietnam Office, implemented a study m

ission from 13 to 24 June, 2011 for the purpose

of conducting the terminal evaluation on the achievement of the Project for Institutional
Capacity Development for Infrastructure Finance in Vietnam (hereinafter referred to as
“the Project”), jointly with the authorities concerned of the Goveroment of the Socialist
Republic of Vietnam (hereinafter referred to as “the Vietnamese side™).

After the evaluation of the Project, the Japanese Team discussed with the
Vietnamese side on the matters pertaining to the implementation of the Project.

As a result of the discussions, both sides mutually agreed upon the matiers

referred to in the doc

t attached hereto.

Hanoi, 24 June, 2011

Mr. Toshio Nagase

Leader

The Japanese Terminal Evaluation Team
Japan International Cooperation Agency
Japan

Ms. Dao/Dung Anh

Deputy General Director

Vietnam Development Bank

The Socialist Republic of Vietnam

¥



Attached Document

1. The Terminal Evaluation Report
Both sides agreed on contents of the Terminal Evaluation Report for the Project as
per attachment.

2. Termination of the Project
Both sides agreed to terminate the Project in September, 2011 in line with the
stipulation in the Record of Discussion dated 12 June, 2008.

3. Follow-up activities after the termination of the Project

Both sides confirmed the importance to keep making further effort to develop Credit
Risk Management System and upgrade the internal rating system even after the
termination of the Project. JICA expressed its willingness to positively consider
providing necessary follow-up supports for policy related issues as well as technical
related issues, if it is showed that achievements of the Project such as the
corporate-based database and the internal rating system are well utilized by VDB.

4. Further cooperation in future

Based on the close relationship strengthened throughout the Project, both sides
agreed to seek further cooperation in term of financial or/and technical assistance in any
specific field that both sides are interested in for instance industrial development, etc.

W



15. The Terminal Evaluation Report of The Project for Institutional Capacity
Development for Infrastructure Finance in Vietnam (Signed)

THE TERMINAL EVALUATION REPORT OF
THE PROJECT FOR INSTITUTIONAL CAPACITY DEVELOPMENT
FOR INFRASTRUCTURE FINANCE IN VIETNAM

Hanoi, 24 June, 2011
Dﬂk‘lbs Ms. Ikﬂ)I)ung!&nh
Téanllcader Deputy General Director
The Japanese Terminal Evaluation Team Vietnam Development Bank
Japan International Cooperation Agency The Socialist Republic of Vietnam

Japan
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1. INTRODUCTION .

The Project was inifiated in September 2008 and will be completed by September 201 1. With the
remaining project period of about three months, the Japanese Team engaged in the evaluation survey in
the Socialist Republic of Vietnam from June 13 to June 24, 2011 for the purpose of evalvating the
achievement of the Project so far made. The terminal evaluation was jointly carried out by the
evaluators consisted of the Japanese Team and the Vietmamese authorities concemed.

1.1 Objectives of Evaluation
Objectives of the termital evaluation are as follows;

1)
2)
3
)

5)

To confirm the history and present achievement of project activities,

To confirm the prospect in the achievement of the Project at the end of the Project,

To identify problems conceming the implementation of the Project, and work out the practical
solutions for them,

To conduct a joint study and meetings with the concemed authorities of the Vietamese side in
order to assess the level of achievement, overall effect and sustainability,

To suggest the recommendation through the joint study and meetings with experts, their
counterparts and the Viemamese side to sustain and enhance project results for the achievement
of the overall goal, and

To discuss the evaluation result with the Vietnamese side, and confirm the result of discussion
by signing the Minutes of Meeting (hereinafter referred to as “the M/M™) between the leader of
the Japanese Team and the representative of the Vietnamese side.

1.2 The Evaluators

1.2.1 The Japanese Side
Mr. Toshio NAGASE Team Leader Senior Representative, Japan Intemational Cooperation

Agency (JICA) Viemam Office

Ms. Tsuzuri SAKAMAKI TeamMember  Chief Advisor, JICA Project for Strengthening functions of

Banking Supervision of State Bank of Vietnam

Mr. Takayuki HAYASHIDA ~ Team Member  Senior Project Formulation Advisor, JICA Vietnam Office
Mr. Yasuhisa KURODA Team Member  Director, OPMAC

1.2.2 The Vietmamese Side
Ms. Dao Dung Aoh Project Director  Deputy General Director, Vietmam Development Bank (VDB)
M. Tran Tu Cat Project Manager Director, Iiternational Cooperation Dept., VDB

Ms. Nguyen Thi Thu Dung ~ PMUMember  Deputy Director, Investment Credit Dept,, VDB
Mr. Nguyen Hoang Trung PMUMember  Deputy Director, Foreign Capital Management Dept., VDB

Ms. Do Thi Ngoe Bich PMUMember  Director, Export Credit Dept., VDB
Ms. Le Huong Lan PMUMember  Deputy Director, Appraisal Dept., VDB
Ms, Cao Huong Giang PMUMember  Deputy Director, Fund Mobilization Dept., VDB

Ms. Nguyen Phuong Dung ~ PMUMember  Vice Director, Debt Solution Center, VDB

x
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Ms. Tran Thi My Hanh
Mr. Dam Xuan Dung
Mr. Nguyen Thanh Hai
Mr. Pham Van Bon
Mr. Dinh Quang Trung
M. Tran Cong Hoa

PMUMember  Deputy Director, Accounting Dept, VDB
PMUMember  Deputy Director, Personnel Dept,, VDB
PMUMember  Vice Director, IT Center, VDB
PMUMember  Director, Training Center, VDB
PMUMember  Director, Customer Center, VDB
PMUMember  Director, Policy Development Dept., VDB

1.3 Schedule of the Japanese Team

Date
June 12 (Sun)
June 13 (Mon)

June 14 (Tue)

June 15 (Wed)

June 16 (Thu)

June 17 (Fi)

June 18 (Sat)
June 19 (Sum)
June 20 (Mon)

. June 21 (Tue)

June 22 (Wed)
June 23 (Thu)
June 24 (Fri)

June 25 (Sat)

Activities

Arrival of one of the team members at Hanoi from Japan
The rest of the team members joined the team in Hanoi
Discussion with JICA

Kick-off Meeting with VDB

Discussion with GIZ-CIM

Interview of Expert Dispatched

Discussion with MOF

Interview of Training Participant

Discussion with Expert Dispatched

Discussion with IT Department of VDB

Discussion with PMU of VDB

Demonstration of computer system by Expert Dispatched
Discussion with Customer Center of VDB

Discussion with JICA

Discussion with Human Resource Department of VDB
Discussion with JICA

Interview of TOT Trainee '

Interview of Training Participant

Discussion with World Bank

Discussion with Policy Department of VDB

Discussion with Fund Mobilization Department of VDB
Drafiing of Grid

Drafting of Grid

Discussion with JICA

Discussion with PMU of VDB

Discussion with Ministry of Planning and Invesiment
Discussion with SBVY

Discussion with PMU of VDB

Discussion with Deputy General Director and Members of PMU of VDB
Discussion with VDB

Signing of M/M

The dissolution of the team

Departure of one of the team members from Hanoi to Japan
Arrival to Japan

1.4 Method of Evaluation
The achievement and progress of the Project was evaluated using the Project Design Mafrix

%
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(hereinafter referred to as “PDM™) revised in April 2009. The evaluators understood the achievement of
the Inputs, the Activities, the Outputs and the Project Purpose of the current PDM and evaluated the
progress of the Project from the viewpoint of the five (5) evaluation criteria laid out by Development
Assistance Committee of Organization for Economic Cooperation and Development and well known
as the Project Cycle Management (“PCM™).

1) Relevance
Relevance of the Project is reviewed by the validity of the Project Purpose and the Overall
Goal in connection with the development policy of the Government of the Socialist Republic

of Viemam, needs of the beneficiaries and by the logic of the Project design and/or approach.
2) Effectiveness

Effectiveness is assessed by evaluating o what extent the Project has achieved its purpose,
and clarifying the linkage between the Project Purpose and the Outputs.

3) Efficiency
Efficiency of the Project implementation is analyzed with emphasis on the relationship
between the Project Purpose, Outputs and the Inputs in terms of their timing, quality and
quantity.

4) Impact
Impact of the Project is assessed by either of, positive or negative, direct or indirect, influence
caused by the Project.

5) Sustainability
Sustainability of the Project is assessed in terms of the policy level, institutional, technical and
financial aspects by examining the extent to which the achievements of the Project are
sustained or extended after the Project is completed.

The materials referred to for evaluation are the Record of Discussion of the same date (hercinafter
referred to as “R/D™), the Minutes of Meeting dated June 12, 2008 (hereinafter referred to as “Original
M/M), the M/M dated April 2009 (“berein referred to as “Revised M/M), the current PDM as per
aftached in Annex III, the Plan of Operation in Annex IV (hercinafter referred to as “PO”), the reports
prepared by the Project Team and the results of meetings and interviews during the evaluation period.

2. BACKGROUND AND SUMMARY OF THE PROJECT
2.1 Background of the Project

The Socialist Republic of Vietnam (hercinafter referred to as “Vietnam™) has been achieving a
remarkably high economic growth during recent years. The country, however, requires a larger
investment in its infrastructure and industrial development in order to maintain or extend its growth
amidst the mega-trend of international integration among ASEAN countries, etc.

Viemam Development Bank (bereinafier referred to as “VDB”) has been established in 2006 by
virtue of the Decision No. 108/2006/QD-TTg of Prime Minister by reorganizing the Development
Assistance Fund (hereinafier referred to as “DAF”). VDB succeeded the 61 branch offices of DAF
spreading throughout the country with employees numbering 2,500 and loan assets amounting to the
equivalent of US$ 6 billion, It used to be recognized that VDB needs to augment its institutional
capability to become self-sustainable and autonomous institution through the strengthening of credit risk
control, the establishment of the fund mobilization mechanism, the operation management of IT system
and the human resource development.

Given the background as such, the Government of Vietram made a request to the Government of
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Japan to provide the technical assistance for the development of institutional capacity for infrastructure
finance in Viemam.

The Japanese Government dispatched a study team to conduct the ex-ante evaluation survey of the
project requested by Vietnam in June 2008. As a result of the study, both Vietmamese and Japanese sides
agreed to implement the Project for Institutional Capacity Development for Infrastructure Finance in
Vietnam, signing the original M/M and R/D on June 12, 2008. VDB was appointed as the counterpart
organization of the Project.

For implementing the Project, JICA has dispatched a team of consultants covering the disciplinary
areas of policy framework, credit risk management, IT system development, fand mobilization and
human resource development, etc. to station at VDB and implement the Project at its headquarters and
branch offices.

2.2 Summary of the Project

The Project was implemented based on the plan attached to the R/D and modified in April 2009.

The plan is described in PDM which is attached as Annex III.

3. ACHIEVEMENT OF THE PROJECT
3.1 Inputs
3.1.1 Japanese side
(1) Dispatch of experts

Thirteen (13) experts have been dispatched from Japan. The fields of specialty of the experts are
Team Leader, Coordinators, Development Finance Experts, Credit Risk Management Experts, IT
System Experts, Fund Mobilization and ALM Experts and Human Resource Development Experts.
The number and duration of experts dispatched has been as originally planned, (Details: see Annex VII)

(2) Counterparts training overseas

In total, thirty seven (38) counterparts have been frained overseas, out of which twenty eight (28)
have been trained in Japan and ten (10) have been trained in the Philippines. The number is in
conformity with the original plan of the Project. (Details: see Annex IX)

(3) Equipment
No equipment has been provided by JICA.

(4) Expenditures for local activities
No expenditure in Vietnam has been born by JICA with exception of those spent for mobilization
and activities of the experts dispatched.

3.1.2 Vietnamese side
(1) Assignment of counterpart personnel

Project Management Unit (PMU) has been headed by Project Director acted by Deputy General
Directors and assisted by Project Manager acted by Director of Infernational Corporation Department.
Undemeath the Project Director fourteen (14) counterparts have been assigned as the members of PMU
on part time basis. Undemneath the PMU, Working Team has been organized with eleven (11) members
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In addition, there are five (5) persons assipned as the administrative support staff. Totally thirty three
(33) counterparts are under assignment to the Project at present. (Details: see Annex VIII)

(2) Budget allocation
The R/D stipulates that the government of the Socialist Republic of Vietnam will take necessary
measures fo meet the runming expenses necessary for the implementation of the Project. The

expenditure incured has actually been expended from the common expense of VDB. (Details: see
Annex X1

(3) Office space and procurement of hard- and soft-ware of computer system

An office space having the total floor area of approximately 40 square meters on the third floor has
been provided within the headquarter building of VDB to the Project Team. The cost for the space has
been bom by VDB. In addition, VDB expended the cost for procuring the hard- and soft-ware of the
computer system required for the development of the credit risk management system. (Details: see
Annex XT)

3.2 Outputs

The Outputs of the Project are referred to in PDM. The Terminal Evaluation tried to assess each of
the Outputs in its achievement against the targets prescribed in PDM. It has been noted that many of the
indicators established for Qutputs, Project Purpose and Overall Goal are not expressed in the concrete
terms enabling the Evaluation Team to conduct an objective assessment using the verifiable indicators.
Given the situation, the Evaluation Team has conducted assessment by adding qualitative review of the
Project and obtained the assessment as follows;

(1) Output 1: Framework of VDB’s governance is strengthened with its clear mission

The Long and Medium Term Strategic Plen of VDB (hereinafter referred to as “the strategic
plan”) has been drafted in 2008 and submitted to the government for approval. The occurrence of the
economic crisis in 2008 has caused delay in the approval of the sirategic plan by Prime Minister while
the govemment has taken the steps of instituting remedial countermeasures as the priority issues. The
Project established periodical meetings with the Project Management Unit (PMU) headed by Deputy
General Director of VDB with whom the Project has been working closely in maintaining dialogues
with relevant ministries and donors concemed. The Project has been advising VDB for prioritizing the
financing projects tightly in line with the sirategic plan taking into due consideration of the economic
and financial conditions that has been affected by the crisis. While the strategic plan has remained
pending as to its approval by Prime Minister, VDB has been approaching the government for the
revision of legal documents goveming the operation of VDB. The Project took proactive actions for
making inputs to the management of VDB for such revision with the philosophy of development
finance by policy based finance institution. It is assessed here that the framework of VDB’s govemance
is being strengthened though the strategic plan remains pending for its approval by Prime Minister.

(2) Output 2: Credit risk management is improved

The Project made a proposal for establishing the credit risk management policy and a committee
for the purpose of credit risk management. VDB is now found taking steps to officially decide the
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establishment of credit management policy, credit committee and credit risk management committee
soon. The Project has been working for constructing a corporate-based database and an internal rating
system for improving the credit risk management of VDB. The Project has started actual upgrading of
the corporate-based database in May 2010. The database has been upgraded and is now ready for
installation 4t branch offices through a WEB based network. The system has accumulated the financial
information of approximately 1,200 enterprises for the years of 2008 and 2009. The data for 2010 is
under processing. The intemal rating system has been developed simultancously. The system has
adopted the screening method using the financial as well as the non-financial data in identifying the
appropriate financial indicator for screening,. The system is at the stage of trial run and will be completed
by the end of the Project together with the credit risk management guidelines including mamals for
operation. The Project has agreed with VDB that large corporations were 1o be separately treated from
ordinary customers and for such purposes large corporations requiring the separate amalysis and
monitoring were identified. The Project aimed at developing the credit risk quantification guideline in
utilization of the internal rating system but has bottlenecked in integrating the collateral and guarantes
data that has not been stored adequately in readily available condition. The Project has concluded that it
would not be possible to complete the risk quantification system by the end of the Project. It is assessed
here that the systern for credit risk management has been gradually developed up to the stage of intemal
rating system while the part of credit risk quantification system is failed to be developed.

(3) Output 3: Knowledge of find mobilization and ALM (Asset and Liability Management) is
enhanced :

The Project has organized overseas training course in Tokyo and workshop/seminars in Vietham
on the subject of find mobilization and Asset and Liability Management (ALM). The
workshop/seminars in Viemam have been attended with a large number of participants including
govemnment officials and the staffs of financial institutions other than VDB. The training participarts are
found actively applying the knowledge acquire in the actual find mobilization task by issuing the
govemment guaranteed VDB bonds in the domestic bond market. The Fund Department of VDB has
the total number of 21 staffs out of which seven are engaged in the actual find mobilization out of
which three have been sent to the training programs of the Project. The Fund Department and the
training participants are found appreciating the training courses organized by the Project. The
knowledge acquired in the trainings is effectively applied to the daily jobs by the trainees who operate
the day to day fund mobilization by issuing VDB bonds guaranteed by the government. The assessment
herein made is that the knowledge of fund mobilization and ALM is duly enhanced through the fraining
conducted by the Project.

(4) Output 4; Human resource development system is strengthened

The Project has organized and implemented a significant number of training courses. The overseas
training was conducted twice in Japan with 28 participants and once in the Philippines with 10
participants. The seminars in Vietnam were conducted four times in 2009 with approximately 220
including officers and staffs of the government and financial institutions, and three times in 2010 with
the participants of approximately 220 including government officers again. In addition mnore seminars
are being planned for implementation in Vietnam before the end of the Project. The participants of the
training programs expressed their satisfaction over the subjects, schedules, quality of frainers, etc.
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VDB operates the employee training based on the annual training plan. The Project contributed to
enhance the awareness on the importance of training, Lately the preparation of the annual training plan
has been shifted to the responsibility of Human Resoutce Development Department. It has been
acknowledged that training programs in the credit and lending are attracting staffs’ attention in specific
focus of financial analysis, credit analysis, credit risk management, etc. It is also assessed that the human
resource development system is strengthened.

In consideration of the above, it is assessed that the Project is on its way to generate the Outputs
planned which will in tumn contribute to achieving the autonomous and effective operation of
investment lending.

3.3 Project Purpose

Project Purpose is defined in PDM as: “VDB’s autonomous and effective operations of investment
lending as a development bank are strengthened.”

The autonomous and effective operation is understood to represent the state of condition in such
that VDB is authorized to execute its discretion in sanctioning loans and credit, that VDB can
determine the terms and conditions of loans and credits on its own, and that VDB has freedom to
determine and execute the fund mobilization using the currently available fund mobilization tools, etc.
The effective operation is construed as being duly represented by such facts that VDB maintains a
sound lending portfolio after providing necessary loan loss reserves and financial capability as a
financial institution including adequate capital, and that VDB minimizes the deficits incured, ete.

VDB is on its way for establishing the autonomous operation. VDB is assured of the autonomous
decision-making in sanctioning of loans and credits by virtue of the Decree No 151/2006ND-CP. No
statistics was made available as to the number of project appraised based on the financial viability. The
terms and conditions of lending are constrained under the goveming law, decrees and decisions.
Attaining the autonomous operation depends on the revision of those constraints in the policy

. framework. The strategic plan needs to be approved by Prime Minister for establishing the clear
mission of VDB.

VDB is found slow to disclose the financial information. Financial information is disclosed after
finishing the auditing procedures, The data of Non-Performing Loan (NPL) is not disclosed by VDB as
there is no clear instruction form the government/SBV on the method of capturing the NPL. Instead,
VDB is disclosing in its annual report the amount of overdue loans and frozen loans, In the new
strategic plan (2011-2020) which is soon fo be established, VDB is targeting NPL to follow the SBV’s
instruction to the level of not exceeding 5% in 2015 and 3% in 2020.

The Project has strived to develop the corporate based customer database and intemal rating
system having interface with the core banking system. The system is being tested for operation and is to
be disseminated to the all of the branch offices by the end of the Project. The system shall operate on a
‘WEB network through which the branch offices input and retrieve data to and from the host server.

Consideﬁné the above, VDB is found to be on its way to achieve the autonomous and effective
operation of investment lending, although it will take some more time to materialize a satisfactory level
of achievement. It is assessed that the Project needs to continue its efforts for satisfactorily achieving the

target level of Project Purpose.
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3.4 Overall Goal

Overall Goal is defined in PDM as: “Sustainability of investment lending of VDB is strengthened
in accordance with the VDB’s strategic plan and socio-economic development objectives.”

There is no definition established on the sustainability of investment lending but is generally
construed at VDB as the state of conditions including, but not limited to, such criteria as; autonomous
decision-making of credit appraisal, satisfaction of customers® needs, discretion on fund mobilization,
sound banking practice including risk management, adequate cost recovery, efc.

PDM enumerates five objectively verifiable indicators, three of which are prescribing quantitative
targets for achievement, while the remaining two indicators are dealing with the macro economy and
the quality aspect of the Project. The Project is understood to be aiming at strengthening of the
institutional capacity of VDB through the improvement of the quality aspect of the investment lending
at VDB and the impact of the Project would have been better verified, should the indicators of quality
aspects appropriate to demonstrate the sustainability of investment had been adopted.

Irrespective of the above, the statistical review of the indicators confirms the following
achievements;

The state credit investment of Viemam has fulfilled the target established under the
Socio-Economic Development Plan (2006-2010). The outstanding amount of VDB’ investment
lending grew at an annual average of 16.5% during 2006-2010 which satisfied the target established in
PDM. The amount of disbursement of VDB’s investment lending grew at an annual average of 32%
during 2006-2010 The investment lending of VDB in the infrastructure and industrial sector (Categories
I 'and IT of the eligible list of investment lending attached to Decree 106/2006/D-CP) accounted for an
average of 78% during the same period. The final indicator on the results of post evaluation for selected
projects is no way to be obtained as VDB conducts no post-evaluation. Nor the Project has conducted
the task.

From the perspective of the ohjectively verifiable indicators specified in PDM, it is concluded that
the Project is currently achieving the overall goal established but there is no logical consequence that
those achieved results are attributable to the achievernent in the Project Purpose and/or to the Outputs.

4, RESULTS OF THE EVALUATION
4.1 Relevance
(1) The National Development Policy of the Socialist Republic of Vietnam

The Socio-Economic Development Plan (2006-2010) ended as of December 2010. During the
plan period (2006-2010), the capital investment occupied an average share of 42.0% in GDP. The
Socio-Economic Development Plan for 2011-2015 has been drafted following a fundamental policy
identical to what has been adopted in the previous plan. The draft plan is expected to be approved by the
National Assembly in the third quarter of 2011. The draft plan anticipates the share of the capital
investment among GDP to remain at the same level with that of the previous plan.

(2) Needs of the economy and the beneficiaries
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The VDB’s investment lending occupies 37%! of the total state credit investment which
constitutes an important component of the capital investment that supports the growth of GDP. The
increase of state credit investment has contributed to the growth of Vietnamese economy. The VDB’s
investment lending contributes to the development of Vietnamese economy. The demand for
investrnent lending is found to be very significant as is evidenced by the fact that, for normal investrment
projects, VDB lends in an average 37% of the total fixed investment of the financing projects whereas
VDB is allowed to finance up to 70% thereof. The borrowers of the investment lending have to find
additional funding for the remaining 63% from sources other than VDB. This fact alone may be
sufficient to endorse the existence of adamant bankable demand for funds,

(3) Japan’s Official Development Assistance (ODA) policy to Vietnam

The Overall Goal of the Project is to strengthen the institutional capacity of VDB’s investment
lending. Japan’s ODA Policy to Vietnam places a priority in the assistance onto the promotion of
economic growth, strengthening of the infemational competitiveness and strengthening of govemance
among others. The Country Specific Operation Plan for Vietnam issued by Ministry of Foreign Affairs
is indicating the financial sector reform as one of the targets. The financial sector reform is described to
include this particular Project by stating that Japan assists the strengthening of the institutional capacity
including govemance of VDB, Such fact is sufficient enough to evidence that the Project is in
conformity with Japan’s ODA policy to Vietam.

The Project Purpose and the Overall Goal are found relevant to the development policy of Viemam,
the needs of Vietnamese economy, the needs of the beneficiaries and Japan’s ODA policy.

4.2 Effectiveness

(1) Number of projects justified for financial viability and clear mission of VDB

The number of projects financed by VDB for investment lending during the period of 2006-2010
averaged 235 per annum. VDB states that all of the projects are justified from a viewpoint of financial
feasibility as well as the clear mission of VDB. The Decree 151/2006/ND-CP stipulates that VDB
finances the projects whose financjal viability is confirmed by VDB. VDB is following the rule with
exception of a small number of cases that are instructed by the govemment for financing. The actual
performance is unable to be assessed as to the fulfillment of the target as the target indicator does not
indicate the specific level to be reached.

(2) Non-Performing Loan

1 The Ex-Ante Evaluation Report of JICA on the Project describes the relation between the state credit investment and investment lerding of
VDB as siated in the following table;
Estimate of VDB's Investment Lending against SEDP 2006-2010

(Trillion VND) 2008 2009 2010

State Credit Investment 490 570 650
VDB's Investment Lending 181 226 282
YDB's Share 310% 39.6% 434%

Source) State Credit Investent is obtained from SEDP 2006-2010, VDB’s investment lending is cbtained flom VDB
Note) SVB’s investment lending excludes the Ioans to Dung Quat Ofl Refinery Plant and to Hanoi-Hai Phong Expressway.
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The construction of the internal rating system needs the additional finction of the quantification of
credit risks to the portfolio before it can be used for the calculation of the NPL. VDB has a practice of
capturing the overdug loans and frozen loans that are disclosed in the annual report. The actual record of
the total of the overdue and frozen loans in investment lending were; 2,509 billion VIND in 2005 (6.2%
of the outstanding balance of investment lending); 3,639 billion VND in 2006 (8.2%); 4,585 billion
VND in 2007 (8.7%); 4,600 billion VND in 2008 (7.4%); 2,726 billion VND in 2009 (3.8%). The ratio
of overdue and frozen loansitotal outstanding balance of investment lending started at 62% as of
December 2005 climbed to the peak level of 8, 7% in 2007 and subsided to 3.8% in 2009. The impact
of the financial crisis has not been felt up fill the end of 2009. Instead the ratio appears to be on its way
for improvement since 2007.

(3) Dissemination of the credit risk management system to branch offices

VDB currently maintains 56 offices including transaction centers. The internal rating system that
has been developed by the Project shall be extended to all of the offices handling the investment lending.
The system will be interfaced with the core banking system and operated on a WEB network. The
installation at the branch offices will be assisted by the frainers trained under the Project. The actual
performance to be finished by the end of the Project is fulfilling the target established as it will cover
100% of the relevant offices irrespective of the absence of the target number.

(4) Factors affecting achievement of the Project Purpose

The global financial crisis affected the Vietnamese socio-economy with serious blow, The inflation
containment policy adopted by the government at the early period of the crisis triggered the sharp
increase in the interest rate, causing the economic slump and business failures entailing the
non-payment of borrowed finds. Amidst such economic conditions, the disbursement and outstanding
balance of investment lending might have retreated, while NPL and operating cost might have increased,
impacting the performance of VDB in the Qutput No. 2, in particular, the ratio of NPL during a limited
span of time in 2008-2009.

The Outputs of the Project are found to be on its way for being produced out of the activities
conducted and continued efforts of VDB for effective utilization and maintenance of the Project.
Though it would take some time, long for some indicators or short for others, the Outputs produced are
taking gradual effects in generating the Project Purpose. Based on the above, it is assessed that the
effectiveness of the Project is highly valid for generating the purpose and effect looked for in PDM.

4.3 Efficiency
(1) Appropriateness of Inputs

According to the results of questionnaire and inferviews with the counterparts and the Japanese
experts, inputs of Japanese and Vietnamese sides were appropriate in terms of quantity, quality,
timeliness, the counterparts’ oversea training, and the acquisition of equipment and the allocation of
budget. The counterparts have been working for the Project with devotion since their assignment. The
tum-over of the counterparts is acknowledged to be virtually zero. Vietmamese side appropriately
provided the offices and furniture for Japanese experts and assistant staffs for the Project. The budgetary
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allocation from Vietnamnese side was appropriate enough to cover the domestic expenditure in Vietnam
including the ones for seminars/workshops, domestic business trips, other general expenses, etc.

(2) Outputs generated
The Outputs for each of the sub-items have been described in 3.2 above,

(3) Timeframe allocated for the Project

The activities originally planned for the Project might have required the time span exceeding the
original plan. The Project is about to be terminated with a part of the fimction, the quantification model
of the internal rating systern is unable to be constructed by the closing time of the Project. The reason of
such incomplete achievement is due to the non-availability of collateral and guarantee information that
was planned to be covered by the core banking system. The baseline survey failed to identify such
weakness of hidden nature. The importance of the baseline survey is cal]mg for attention of those who
will be engaged in the development of future projects.

(4) Activities to be executed before termination of the Project
The primary activities that are planned before the end of the Project are as listed below
1) Qutput No, 1 Group
i) Holding of a workshop on the subject of the direction towards developing a sound
development bank,
i) Exchange of views on preparation of the annual business plan for 2012, and
iii) Identification of the issues to be addressed in the revisions of goveming regulations.
2) Output No. 2 Group
1) Commencement of operation of the corporate database through WEB network,
i) TOT Training for internal rating system,
iii) Finalization of the appraisal and approval process of the internal rating system,
iv) Institutionalization of the internal rating system, and
v) Preparation of roadmap for the completion of the system development.
3) Qutput No. 3 Group
i) Holding of a seminar focused on solution for fund mobilization and ALM

(5) Coordination with other donors

VDB received technical assistance from GIZ-CIM for institutional capacity building in the areas of
credit appraisal and human resource development which ended in June 2011. There was no duplication
of assistance with the Project. The German project is to resume its operation in August 2011 with the
next phase focusing on the reorganization of the corporate structure. The assistance is expected to
generate a synergy effect with the Project in developing the appropriate organizational regime for credit
risk management system. On the other hand, World Bank has been assisting VDB’s reform under the
Financial Sector Reform Project in whose perspective World Bank is appreciating the Project. It would
be appropriate if the reform of the policy framework of VDB is enbanced directly or indirectly by the
‘World Bank’s involvement into the VDB related issues under its financial sector reform strategy. It is
suggested here that a cooperative relationship will be maintained with those donor agencies.
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(6) Cost efficiency of the Project

The Project has been implemented in accordance with the originally designed budget and cost
estimate.

Inputs of both sides are in line with the original plan and assessed appropriate. The Outputs of the
Project are also found to be satisfying what has been originally planned with exception of the credit risk
quantification function that had been originally planned. The Project will be finished at the stage of
completion of the internal rating system. It is assessed that the Project has been implemented in partially
attaining the efficiency which the original Project plan anticipated. The background for the partial
aftainment is attributable to the non-availability of information critically indispensable for quantification
from the core banking system.

4.4 Tmpacis
(1) Probability of achieving the Overall Goal

Overall Goal is given as “sustainability of investment lending of VDB is strengthened in
accordance with the VDB’s strategic plan and socio-economic development objectives.”

It is still pre-mature to evaluate the ultimate level of achievement of the Overall Goal as the Project
is still in the developing stage of the intetnal rating system and it requires some time before generating
the material effects. But the Project has started acknowledging the following move which will
eventually bring a positive impact onto the investment lending of VDB;

1) The government is moving towards revising the policy framework of VDB, focusing on the
Decision No. 110/2006/QD-TTg on VDB’s charter and Decision No. 44/2007/QD-TTg on
VDB’s financial management regime;

2) VDB is moving towards making official decision on establishing the credit risk management
policy, credit committee and credit risk management committee;

3) The Project is scheduled to disseminate the first version of the infernal rating system to all of the
relevant branch offices before the end of the Project; and

4) Enhancement of the employees’ recognition on the framework of development financial
institution is forming a solid basis for VDB’s approaching the government for the revision of the
policy framework.

(2) Important Assumptions
‘There have been no occurrences of events that have affected, positively or negatively, directly or
indirectly, the achieverment of the Overall Goal.

4.5 Sustainability
(1) Policy level sustainability

The VDB’s investment lending contributes to the development of Vietnamese economy. The
investment lending of VDB is confirmed of having a large demand, There have been no changes of the
role that should be played by VDB.

While the strategic plan has been pending for approval by Prime Minister, there is a certain move
in which the goveming policy framework will be changed. It has been leamnt that the government is
moving towards revising the Decree No. 151/2006/ND-CP Decision No. 110/2006/QD-TTg and
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Decision No. 44/2007/QD-TTg. Taking this opportunity, VDB is aiming at taking actions for the
strategic plan to be simultaneously approved by the govemment,

(2) Institutional sustainability

The Project has established the PMU headed by the Deputy General Director to implement the
Project. VDB has input a significant amount of energy into the Project for whose imporiance the Project
has drawn much attention. There have been no factors impeding on the decision making process and on
the continuation of the Project afier termination of the assistance by JICA.

(3) Technical sustainability

With regard to the transfer of the credit risk management system to VDB before the end of the
Project, there exist a certain concem if the system could be brought up to stabilized operation smoothly.
It is customary to any of the system development that the development encounters issues as has been
voiced from both sides, Japanese Experts Dispatched and VDB before it stabilizes. Both parties are
required to make efforts for causing preventive measures for solution. It is imperative to have sufficient
measures of safeguarding for such events so as to avoid the situation in which any occurrence of local
problem lead to the complete standstill of the system. .

Based on the above observations, it is hereby assessed that the Project is sustainable, should a
sufficient consideration and arrangement be made with particular attention to the policy level and the
technical aspects of sustainability.

5. CONCLUSION
5.1 Conclusion of the Evaluation

The Project is in conformity with the development policy of the Socialist Republic of Vietnar, the
needs of its economy, the beneficiaries, and with the ODA policy of Japan. It is judged that the Project
Purpose and the Outputs of the Project have achieved or are on the way for achievement of the most of
what has been originally planned with exceptions of the function of risk quanfification. The
sustainability of the Project is deemed substantially established in terms of the policy level, institutional
and technical respects.

Taking the above results into consideration, it can be said that the Project has been successfully
implemented with sufficient effectiveness, efficiency, impacts, while maintaining a strong relevance.
There exist convincing developments that the Project would increase its contribution to enhance the
autonomous and effective operation of investment lending at VDB,

In conclusion, based on a series of discussions held with the relevant Vietnamese officials and
counterparts as well as the result of the surveys conducted by the Team, the Project has achieved the
objectives set by the R/D, ie. the Project has completed its mission. Therefore, the Joint Evaluatiort
Team hereby concludes that JICA. technical cocperation could be terminated on the prescribed date of
expiry specified in the contract as has been scheduled.

5.2 Recommendations
(1) Institutionalization of Credit Risk Management Policy
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The first version of the internal rating system is to be completed and scheduled to be handed over to
VDB together with the guidelines relevant to the operation of the system. In order for the system to be
smoothly installed at each branch and put into effective use, VDB needs to establish a solid policy
guiding all the parties concerned with clear-cut policy on the credit risk management. The draft of such
policy has been worked out by the Project and discussed before adoption. It is hereby recommended that
VDB makes the utmost efforts in accelerating the institutionalization of the policy. It would be
appropriate, if VDB can establish both credit committee and credit risk management committee and let
those committees oversee the management of risks involved of the individual loans and the bank’s total
loan portfolio.

(2) Accumulation and Storing of Customer Information

In the course of system development, it has been reported that the Project has encountered with
unexpected difficulties in obtaining the necessary data from the banking system stemming from the
weakness of organizational and operational control. Weaknesses have been found in such areas as
follows;

(i)  Tosufficiency ofthe financial data and information of the customers;

(i) Due to the insufficiency of the appropriate tools, the risk man agent is done based on the

project but not by customer or by corporate group;

(i) Inaccurate file of customer information; and

(iv) Insufficiency of appropriate tools of collateral and guarantee management.

The Project provided VDB with solutions for some of those items but not for the others. It is hereby
recommended that VDB takes actions to resolve those weaknesses and solidify the business
infrastructure for investment lending.

(3) Upgrading of the Credit Risk Management System

The first version of the internal rating system is to be completed while a part of the originally
designed system will not be finished when it will be handed over to VDB. VDB is expected, on its own
efforts, to complete the project by developing the risk quantification module for the system. It may
entzil a complete review and upgrading of the collateral and guarantee management system before
developing the risk quantification. A roadmap for the system development will be prepared by the
Project for guiding VDB in future course of such supplemental system upgrading. 1t is recommended
that VDB to make due efforts in enhancing the effective utilization of the developed system.

(4) Coordination with Donors for Synergy

The Project has established collaboration with other donors providing assistance, including advisory
service to VDB, It is learnt that GIZ-CIM of Germany is extending its assistance in the area which is
closely related to the Project, whereas World Bank is promoting financial sector reform in which World
Bank is pushing the reform of VDB, Having a relation of collaboration with those development partners
may help VDB to sustain and enhance the results of the Project, should it become possible for VDB to
obtain relevant support from those donors, It is hereby recommended that VDB establishes or maintains
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collaborating relationship with donors in looking for an opportunity of synergy effects.

(5) Needs for Post-Delivery Support of the Internal Rating System

With regard to the transfer of the intermnal rating system to VDB, there exists a certain concern over
if the system could be brought up to the stabilized operating condition smoothly. It is customary for any
of the system development case that it encounters numerous problems, major or minor, that needs to be
attended for remedial solution. It is hereby recommended that both Vietnamese and Japanese sides make
efforts for causing preventive measures for solution. It is imperative to have sufficient measures of
safeguarding for such events so as to avoid the situation in which any occurrence of local problem leads
to the complete standstill of the system.

5.3 Lessons Learned
(1) Training through the Discussion Seminar — Good Practice

In anticipation of the frial run of the internal rating system expected to be conducted in or after April
2011 at branch offices, the Project adopted the approach of establishing a working team as early as in
January 2011 nominating 11 members from the departments concerned. The Project worked together
with the working team to identify the financial indicators that could be used as the screening criteria for
the screening system. The working group met six times since its start-up and successfully reached the
target of selecting the appropriate indicators. The discussion process gave good opportunities for learning
and experiencing financial analysis. Thosé 11 members are now appointed as the official trainers for
training the branch offices in installing and running the operation of the system. The process of training
appears to be effective in placing the participants to leamn, think, do, and disseminate of specific
knowledge. The process may be of help remedying the weakness of TOT training in which trained
trainers often lack the experience and actual practice of the subjects taught and cannot manage his/her
training course well, This experience of the Project can be noted as a good practice case for which a
close monitoring is worth doing.

(2) Baseline data

A lesson can be learnt from the result of the Project that is ending up while leaving a part of the
originally designed function incomplete. The reason for such case has been referred to as the
non-availability of the credit related data and information that should have been accumulated and stored
in the core banking system. For any project involving the system development, there must be a careful
study of the baseline condition. It is also critically important that different solutions should be made
ready just in case the bottleneck surfaces during the course of development. This Project is about to leave
alesson for similar projects in future reminding the importance of baseline study.

(3) Verifiable Indicators failed to be expressed in the tenms that can be verified

Another lesson is leamt about the expression of the verifiable indicators. The Terminal Evaluation
tried to assess each of the Outputs in its achievement against the targets prescribed in PDM. It has been
noted that many of the indicators established for Qutputs, Project Purpose and Overall Goal are not
expressed in the concrete terms enabling the Evaluation Team to conduct an objective assessment using
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the verifiable indicators. The indicators for quality type of measurement should be done with care so as
to make sure for the reader to clearly understand what the state of condition being targeted is and what
the baseline condifions are,
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