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<KEBXO®Z7F7oZX>

% < OFETIL, BUFHEBESCIERIGIFTEN TR E 720 | CGC £ 2 DRIEMERET H 2
CM— RN, KETIE, KREEEEED CE0 2 AL AN— L3 ARBAKTHD TR



AT R7—7v] BRT) Ha—Rb— b ANF U AFHIEZHEL TW5D, BRTICL S 2 —
RL— b AARF AR, KE EBSEORA NI T I T 4 ZADHAF L AR LTND,

77 AT, EGStmTic 2 o0 66C RRMEOFKIZE > TRESNL TS, OED
X, 79U ARMBEBESB LT T o A2 (AFEP/MEDEF) 233 E 4 2 KBS Fiiatt
MITOLDOTHY, bIOEDET T Af/NMeFEml] (MiddleNext) 23RET 5 /N

DEGEEMTO LD TH LD, FH LT, TN Lt Th-TH, KD

=l 5
e o & D 77

Ny 2 HET LW BEHNS . BB KRERE F3S 4T @ AFEP/MEDEF = — K %3

LTWDEHIRZ,

3. 4. 4. BB ITOER

3.4.4. 1. HrigE

LTFORIZ, TOVTEEOa—REI#BLEZLDOTH D,

[ 3-8 : LR L HHER]

U R— <L —7 AV FRVT B A
a— R4 a—RKL— A | a—KL—+H | Blfra—KL | a—KL— A
NFEADa— | NFURZET | — b IARNTF AR | NTF R e a—
N Ha—R Da—FK N
aATFTA KT . O O X O
T AT VLA VF
EOBHA
T =a T VL AR— WaZH WiZA et | a— R eI
kN EToOBAR AAmRESR R
(psis) . FE
WwE (k)
IZBITL—ED
BRI AZH,
a— Rz 2\ T
I ESHANC X
Y REFHLS TS
C6HEE] &
T2
BRI D IERJAR AL GBI GBI AEFRTE SRR
5L LAY




a— RFOEEFER | =2—FL— Y | EEEES TNRF U ARY | T (JFSA) &
NFUAFAS | (SCH) V—BUREZES | RURGESR IS T
%0 (NCG™) (TSE) NFHH R
oL DHM
e 55
a— A S | EGEEOR B2TOICHE | 2 ToticHE | NE ESEatto
% A 2 DHiH Mo EHatto | 435, EHEED | 2
Fr il i FH Fr- ol
H 24 =) MAS SC 0JK TSE 7¢ & &GiE %
iGN
o — R AR 2001 4E 2000 4F 2000 4£ 2015 4¢
BT O BT IR 1 2012 4¢ 2012 4¢ 2006 4 -

(HFT : PwC & & 7o AIREAERE AL ALERD)

<E=FY Y. LEa2—BIUOREBEHIE>

VU HR—N ~lL—v7 A FRVT BA
FhgRILO L E = HY HY L HY
—
PR 1 3R HY HY HY HY
il B
T=H VTS | VoA R—A | L=V TR | AV RRYT A | BT, BGE

# B4

B (MAS)

33

B2 (SC)

AT (0JK)

OECD JnER[E No No No Yes
OECD CG ZEZ= D Yes No Yes Yes
ESSUE /R
<ZEDOEBFIFTIZOVWT>
YUHR— ~lL—v7 A RxTT B A
lstr 2w 'ed 484 895 506 3, 458

0 S HAR—IVEREE PR (MAS: Monetary Authority of Singapore) 38 KON o A A8 — L EE S | A (SGX)
NEBREBD, Vo TR—VAEENDONREKE, Bkhs (SID) WFRE, rEEL, BREFBIOES
DA LNR—124 GEREIZVVAR—L - T LakiEE) »OEREN TV,
SC : Securities Commission Malaysia
NCG : National Committee on Governance Policy (Indonesia)
MAS: Monetary Authority of Singapore
HiH. OECD Corporate Governance Factbook 2015 DA XIS )
A PEE D 20144 12 ARERHELT D

%% http://data. worldbank. org/indicator/CM. MKT. LDOM. NO

31

32

33

34

35




IRF R4

(10 JE US KoL) 752 459 422 4, 377

7o B RS

1 B (B ) 1, 603" 2, 086 5, 484% 2,911%
W78 H B 203 119 122 6, 165
(10 JE US KoL) (SG $ 279B) (512, 221MR) (Rpl, 453, 392B) (748,567 T-F)

(HFT : PwC & & 7o AIREAER AL AERD)

3.4.5. fEwm— VS MLE AT
RO VAL AT OFER, SCIC ZE PN 35 C6C MEARET HHEC., LLF O
METLHZENEBEZLND,

® (GCHRIT., G20 THGRSNIZHHT D 2015 4F OECD JFHI 2 R— R 2T R&ETHh 5,

® A [E OECD JLAl 2 _X—RIZ LoD b K ED =— ALz — FRFE O BIIZIS L THYE O
EEZE L7 ECHEDa— REFEELTWD, BEEOERE DM L DIEAEPER
Rl OFIEDR S LHIVULBET XETH D,

® OECD JFHIZEIE LT CGC HEZ R T 2BRITIL, 242 TE (MR #HAE, 7 v b
J—F, BEONM, V=077 N—7 ZFEASS%) <, &E&F, 7V A b, E
Srastb, RERHHI Y 572 CRRE OB RAE TSI T 5 Z ENREE LU,

® CGCHRIT, arFIA &7 « I AT VLA FEZEAL, SFIHEST LW
HHOMHZRDHRETH D, ZHICE-> T, B¥EOBRZIEE LKELDaI 2
=—varEbtTaE Y —NERD, BARTIE, JOGC AAEA I 5 LLRINZ &
OECD FHIZ~_—2 & LTz [ Attt a—FR L — b A ZJEHI) 23 2004 45 5 A
MAINTWER, av T I 47 « 27 AT VLA UFEZBEHAL W Ro 27z
D, BERIZE > THRRERE TSR L TWh RN s S BN B 5 7=,

® H—DL—ARBFTXToO B BUEO K/, SRR IEERBEE DRI, 1
OBRGTORIZ2 &) IZZE LSS IO LWVWEIERLRW, EE5bhd o, 27
TA - FT T AT A CFREZ, SRERSHEORMITIE U TR HISTE D &
WHFLERD B,

O ORHiiegE 4 VEE B 2014 12 AREEEEE T 5
£ http://data. worldbank. org/indicator/CM. MKT. LCAP. CD
TRV OTEARASB LOEEBBEI AR SN TWD 2015 FEZEF L LT
http://www. sgx. com/wps/portal/sgxweb/home/marketinfo/market_statistics
¥ 2 L= 7 OFRERABITEE BT, SCEAMRIL 2015 FEESE L LT
http://www. bursamalaysia. com/misc/system/equity_market_statistics/securities_equities_keyind
icators. pdf
WA RRTT OBERAEB LOBEHBEIIAR SN TWHEIL 204 FFEEZSZ L L
http://www. idx. co. id/Portals/0/StaticData/Publication/Statistic/Yearly/IDX Annually_2014. pdf
O AAROEEKAL L LORREABNL 2016 FEESE L L
http://www. jpxX. co. jp/markets/statistics—equities/misc/




CGC FiZiX, THIAIER) <ixe< TFRAIER) o7 Ve —F2HHAT & THL, £
AUZ L > T 06C DEITEE L T—EDFIMME 2 BREIRIET 2 2L TE 5, — /T,
Tl TA R A o 0iHEZ: LIz, JRAIEFRITR D ST,

CGC DIREH ., FEFORMIZ SN T, EWINZAE LLEIE U THFITNENDHRET
05, 4 NEOFEFTIEL, TNEIEGN 72 LB L OFREE ANEA STV D, CGC I,
Rpe LT MEECE] LRBESND LIS, S /T 572002 Bl
LBMBEDLDTH D,

WHFIZ C6C 2 RE 72012, &4 L 5 C6C DM B L OBIRAZ L v o — LR
HE=ZV T HENRKNETH D,

—fXAT, CCC X BRI OAHIRHIEH T2 Z A2, LovL, FEEREES L
AT 2 RISV T C6C ZEAT 2 & ThH 5,

CCC R BT HETIX, BEFO &R, BIAIEX. ADBIZLD 78T« 23—
L—=RHANF A e a7 d1—F (2013 4£~2014 ) | B I OHMFEITIC L D THEHE
BLUOa—FomEMicBd 2®EE (ROSC) —EHR 2 —R b — kBT ZFFfl —~
FFAE] (201348 H) A2, EENRA Y X — RICBIT 52X M AEOH
KINLE DT Z BT & Th D,

a—RL— FHNNF R - a— REEREETOHS

3.5.1. MHIC6EE (20154E11 A 16 HiR) OKRF#EBF

AR D SCIC # A7 7 4 —A A U N=0DER, ¥ v v 70878 b NN L 4T &
B E % T, 2015 4F 9 HITAFE S 72 620/0BCD =2 —7R L— b A ARF U AFAIZ R—R & Lz
CGC HZE (¥FE) ZIRDOKRGEOMBYIKE L, SCIC F AT T —ARA L N—=InbOERE
FER L7, 7o, YHIHEERORFHBIWNEFIL, ZORDIRAT T —A A N—"FL
DFEMOT TEESNTND 72D, REER LT —HL TR0,

< KFF#>

SCICAE D H b, S REN TN+t (JSC: Joint Stock Company) | DFELAEH

S N A F IR —F L URERIG I PTHANE 72 135EATE (Law on Securities) (Z

LD a—F L — M AT ARSI EHE SR VWath) 22538 e LTa—

RL—RHNF A a—FR (C6C) BROWEHATA X2 (AG) #RET D,

> HRASHUAZPRT 2 &) L0k, sRAStick T2 Thfiks) 2ok
BUIHAKEA DR EDRIEE T2 Z L 2MFET 5,

> AHSHITINEREREEORK AT 570, FNLV bEERT AT R EIE
ABHSARITIX S RS L7y,

RIT70 & AmEERE - MR O RISV, — 72 CGC BAF AT 5, (10 H

15 H SCIC & O&#IcHS<)



® SCIC HE 3~ & A (2015 i TIE S ER O B I RE S v T
Principles Z&Te) &, SCIC A FAREMIT CGC DO L DDAy DR EFZ LT 5,
HARBICIE, TR BEML) BRO THEL®E (B7 v a v 5)] GHHE) I0E&HE
AT, (B KFEHEI, FDHD SCIC Z A7 T F— A A 23— & DO F. SCIC
A FARZEAIT O CGC MO IFEIVEEL, M L7230EE LTSCICAY =7 A b T
INFT D T EBIRESLIZ,)

® HER— T R TOR T RENETT XEIEARFH] (General Principle), KEFAE T
EDEST T~ E R (Principle) | #5792 2 & A HERE X5 % IH (Recommendation)
D 3 B & T 5, [REFAETEE] IOV IR ERZX T 5, (GeLE, B
BRE, CEBBICHUEREEL R ET D, ARSHIE, BEEEICEDL L3 TR
ERIY, (B, AITEHT. FDOHD SCIC X A7 T 4 — A A L 3— & D OFE R,
SCIC M4 FREDEHHATHE L TWA AL A2, BIBLIUB2 04 XGICEEHL
%2 ENRMEHINTRE L TN D,)

® FED THERER] ZWH A ¥ % (Application Guidance) |ZTHREL. EHH
(D72 EBHAFER) TSCICBIOZDOMOKEEIZHT HEmM TCORE L EGET H, K
FHRESPEBRAIRMTL2EEFRE 752 & bHFICVWND,

® CGClX, av 7 T4 A7 =7 A7 VLA (comply or explain) O7 7m—F L
bHo AT TA (HBF) TETWARWEAIZOWTOSIHIBEILRE LW (V7 K
- em—) B, PRI AT LA CORICEREZELS, (B, KGRI, T0%
D SCIC H AT T —AA U N=LDWEOREK, 27T A (comply) &5 HFEIE
N— RE—OESETFERRSEL 2 ENBHAET, 17774 (apply)) W HH
ETHLo TRBT L EBRESINT,)

<SCIC T ZEMIT C6C DBEFE>
® i
a. SCICAE MeFENEHT 2 C6C WEDH s L HIY, REH AT v At LB 2 D
D)
b. A NS 2 T NF o R ORHIR & 72 D SCIC HE DRFE L L THOLEE
(VG K7 7 h® Principles BEH /0 ZHif) . 36 556 % (873 a5) )
C. AVTTIA FT + I AT LA LDT T u—FHH
d. ZETEEOKREICKT D IZFEHERME] 220 T
e. #UTRERNEAEFE (ARTORFEAEFE) IFEOBENLETH DL Z L 2R
f.  BRMZREHAFECONTCE TEHAVA X2 22BT252 8
g. A OfkER CGC i & FLE LA IZ D\ T
® 1 RREDHERN - FEMOMR
a. MREOEEM R PEEEOHMR—DEIRE, SE AR EOHER O, HEFITTEELZ



%é%ﬁ%ﬁ\¥%ﬁ@ﬁ%(@%&§%@ﬁﬁ%ﬁb<)(%Iﬁﬁ\%)
b. BEICOWT—Hkik, B MEHOBT, Wi, 7Zod. B @i 5k
ER e rSay—on—payJ PERCKEEE CIA < EBA I LTV A2 SCIC 4 AT
D CCCITIXE /RN,
(BRETH D) HEKRER. BIRKEZR L OB CFEEEE)
BEEE B 1, FIESA I 2 i) B L2tk SRR E ORISR & R 2T 2 H TER
NFEMBINDHZRNETHY, BEEE G| OFEFEBGRE % £ OKREICHARIE L
TR
e. HEREIZHOWVWT GEEHE CTOMPBMEITHEN LT WL I 22T R)
FoE . MORT—IRNLE—L DR
a. HRFELSORT =7 FNF—L Ome pBBEa% (BE. moldk, s, ¥
B EOEAT — 7 KA —DilA % ETe)
b.  (BRETITAW) BRI E S, MIKRE R, T8 S &4 (Proxy Advisor)
TFU AR, AR & OBIROEIIERMES (FIZEF K OB )
MR - HBICXTT 21TEHIEL (code of conduct) DffilE & & EIHUE
fhex - BREEREA~ O E
WERBEHREIE (hotline) DOFEZE
B R & R E 0 5B
3F U EHER & BIANE O R
WO B ROBR, AMISFEAENC L 2EEREEOES
WY IEM B IE MOBIR (RS, SRR, RETE, VA7 AT R
fhe - BREEXHIGS)
H R ) 2 A SR A 8 1) U 2 UL A D R B
INEZRERBATR (Fair disclosure)
k= DEE
e OEE (REBECIHBEL OBRREZMIZT D)
Bt Em O B EZ T 2 _X&ETh 5,
BB RIT, AT =7 RV E—OFIR 2 BRT & ThH 5,
@ WELRFBIERE R & ORI 51T 8 BT R &
b. itk DML, AR
O Bt A v N—=DZERME (XA N—T 1) BT NE (B,
B EEFRE, i)
C. JRNZIEZERSHATHURER D&HE
O —&E%k (WIK24) OMSIIEEBBITER R RE
d. FZEBSOBA—EE, UV AZER, REHERM - B4 ICBET L ZESOEA
G Ch N

T p om0 2o

O W 2 0
o~
=

@
@



e. ZEFHUTHURET I K O E PR S (CEO <° CFO ZA87E) DRI
f. FIEEAHK
9. ZiEEEMT
h., Bt Sabli— B Qi O 2 E AT 5
. hr—=27 (2—=FRKL— b IRFURIETIIHEEREGT) [Tk TES, &
BRI BT 2 Ak e H ST DS 2 IR IR S D
o F5E: RE/MBEMOEEMEEL LT (SCIC D CGC)
a. R & O TR
b. VG K77 h® Principles 4%y Z s
c. UK. HAODAF a2U— Ry« a— Kbk

Z DY) CGC R E_X—RA L7225 OECD JFHIOBRZ X TR ELLTO#EY L7 5.

(% 3-9: OECD [RAI& CGC EEMDAR]  (HiPT:PwC & & 7= AR EME AE ANER)

k. BUHIO CGC EEKREIZE L L. v v 7 oirE L OV L EFH AR O e T /-
HWIZIMA T, ZothosEEHRE LT, UTE2E2RLTW5H,
[ 3-10: SEHFHIAR]

BEHROLT B

AAMAF 2T =Ky 7 a | BICEBEREZF L L TORREZZRT 5720,
— F‘41

YT DY 7 D AFEHE GREERD .




HHGERRGI T2 —R L —
T R D iAE E R

e

FZ T =R L= PH AT AR EORRE BT 5 72
&)o

WEa—RL— F I RF X .
2— R (2014 £ 9 AdGT) *#

I THEESOEL] IZHOWVWTEELTWATDEIR,

KAy a—KRb— kAN
A« z3— R (2015 4E 5 HikET) ¢

FIZ DO RIRIZBET 2 HE ) %, A—X—= A HFVJ — .
AR—=FKReE=XI AP e R—=FD22O20OFKR— &
JEREE OMEBARR DO TN F U AT N BB E LT HT-D
ISR

KEEPHR - T RTF—T
/L (BRT) ®a—ARL— hH/F
> AJEH] (2012 )

KEFEE FGEFED CEO MUADH RN D Rz a—R L —
KHNRF U ZADRANT T 7T 4 ABH,

EBR 4 mAtt (IFC) [a—RL
— RO NRF R e w=aT I
(%5 2 B 2010 4F- 10 A1)

HRERIT 7N —T D—EB TH S IFC A3 2010 45 10 H124
FLER N FLADEODa—RL— N AT AT
Hv=a 7V, &5 H, BEOWRY MAEIET 57
DTS,

HH4R1T TROSC = —RL— ~F
oNF o ZAEBIGE — X b T A
(201348 H)

HRERIT RS EO EGatt xR LTa—KRLr—tH
WNFEVADLALZEGHTLE D F LT, 240
B, BRI, HHIRY RIS L2 BE TR, B FT OB
DI, [EEARZE (SOEs) DEE. BRIEDHERIDOHElR,
Uit 2 OMSRELE . BUROILESIZE R LTINS,

3.5.2. CGCHRIT T —AMbDERaAL |
2015 4F 11 A 4 AT TIERUT LA 7072 SCIC D CGC Z A7 7 - — A A 23— L O A
b5 ETIE, a—FRL— "I ARF 2« a— FYYIERB I OWETHESE (12

http://www. fsa. go. jp/en/refer/councils/stewardship/20140407/01. pdf

"R AEO A,

http://www. jpx. co. jp/english/equities/listing/cg/tvdivq0000008j85-att/b7gje600000080wm. pdf

BTV o b AFATRE,

https://www. frec. org. uk/Our—Work/Publications/Corporate—Governance/UK—Corporate—Governance—Code

~2014. pdf
WLITFDU 7 e NTFAlEE,

http://www. degk. de//files/dcgk/usercontent/en/download/code/2015-05-05_Corporate_Governance_Co

de_EN. pdf

LTV 7 Enb AFARE, BL, Y7 ey=r METHO 2016 4 8 HIZHGETIRBBIEAR S TH

%o

http://businessroundtable. org/sites/default/files/BRT_Principles_of_Corporate_Governance_—2012

_Formatted_Final. pdf
W LUFDY 7 ek AFAHE,

http://www. ifc. org/wps/wem/connect/8a40ee804a81f904ad3dfdf998895a12/CG+manual+for+Vietnam—seco

nd+edition—Eng. pdf?MOD=AJPERES




HABMR) IR LTUTOaRA L NaBle, 1y aiTZn o3 25tz 5iHl L Tn
5o
® JHFE - FED [FRIMEITREIHYE (V6 2015) | & Of— (HEEEEZIER TS Z &
THRHELT2)
D&O PRERIE A Z HELES 2 I 2800 (—BnL72)
U A7 EHBLONEERICOWTEBICKESED, 72, NHEETMOR
EAHERE T & (—-BLT)
® ikt ARN— F T2 2twER CREICBTIEHEEOUESTH D
Company Secretary Z & X)) OFREZELERFTT XE (—BMLT7)
® IAFERNLESHOBREO XA I VT EFIBILICT S Z LA HER (B
mriz)

R A NERKMT DX OIEELZ L7z O3, 2016412 A 8 HiRCGC HETH Y |
INENBRFAGEIZIR L, SCIC OFHREZE T~ 1Y A v MIx L TS TERZ KD
TefER. EHIT, FHEOERS (a7 IA - FT - 27 AT VLA ) o EDOEEDOW]
b, BRI A X 2% BERTHERANZ Aol b EE bR ERLOFEMIC
DT, 20164212 H 25 HIT SCIC # A7 7 4 — A JICA BEFZR 7 5 TN PwC =2 B L4
v MHETHEE L. BRANCOW T, LR ORERRIEE 722 2 X 5 FREE OGC #4284 RIEITEIES
DT ENREINT,

O BEFEOX M FLAEMNEDSE (FrCHEEE) I2BIT 2HEDHP (BAT0 C6C HE

T EICHEICETR)

@ EEMICRm SN AT U AFAIB X O~ =27V O (i : International
Finance Corporation, “Corporate Governance Manual, Second Edition,” October
201047) (72 EH A2 DD O & INE)

@ XRb T T T 20 (EERRIC b SR 22 B 2 2 HESE)

MAIER T2 < RAIER, 72, "—Fe—TiER< Y7 hu—Thbd I LR L
T2 CeCIZEHEEN D AP O ERE H 2 Crtdi Lo Z &3 EEEN 72 2 — Row@pl <
XD E DD, CGC D TAMANIBEANT DITIE, BEHRAT v 725 T ERfEHRE L
TEIMMDOH DITETH DS LALRWEE X, SCIC DEEIEY | C6C IS KO A
AR AREREEELT,

REB. ZERRARTREITHINT N KBRS T XA - 7777 0 2 (HELE)
Ok L OV T 2B EOFAN, Hiie e Bl 2754 - AT -2y
AT VUA ) IZOWTHPIRRZIBINT HXETHDH E VI HEHICONTH T TRUG L
77

LREOT m A&7 2016 45 12 H 25 H Ofgim 4 R L 72fEIEH% OGC FEEIZHOW T, &

OMEEEIILIT DY 7 e B AFTTHE,
http://www. ifc. org/wps/wem/connect/region__ext_content/regions/east+asiatand+thetpacific/publi
cations/vietnam+corporate+governance+manual




BT, SCICH AT 7 —A AL N—LRFtUEIE LT CGC E EERB I W#EH T A X AThH
ST, My T AMeER L, EBEOETEENOEREZRODLZEE L,

3.5.3. CGC FIAFEZORET

<GGC DFIFH 7>
SCIC DA FAEZEN N T 5 CC ER LT H & LT, 72, ED L HIT5ER LTz C6C
ZRA (b LITEA) 200, A7a Y= FOBBR SN SiEmOER &> T
Teo 2D, BEHTECOWTHY) CGC EEDHTUZHMAZTLH L TWD b DD, ]
AKX ADEZRE LTI, 2015 4F 12 AKfC SCICNZHRR LTV e o 7,

SCIC DA T3 200 DR — b 7 4 U A F H 2« AL 0 Bk tENE TN D,
o, M EEAITST D SCIC OXELT), WENLEHTHLZ b, —1f, Bl
72 CGC D & Z AU HEL U 7= B R 72 & QNSRS 2582 Z ST T& v v
Do

EDO LD RFZZND, 2015 4F 12 H 25 H D23 C SCIC AR L7z C6C OYE FH A BT LA
TO3I@Y Thol,

a. BTEENSABENCEHT S, b L<IE, SCIC DRREFFS 7 20% D55 1% CGC
HWHZEFETE 000 Ly,

b. SCIC ®AR— 7+ U AEHHLENE T RFED D N T ZKEZFHIT D 72D D
v—L & LTHIHT 5,

C. SCIC DE&E N FEEDORMIK L L TOMS L K-+ LTI 2,

<CGC DFIAEEGVOREIERE >
INLEKEZDLE, RICEiLa. ~c. ® 3V OFAET LA, TOREEZWET D
TeODREZRDBYRETHZENEZLDLND,
a. BZTEENABEMCEHT D, b LIIE, SCIC DRRER YA 20% 8B D4 1% CGC
HHZEFETE 500 L,

R DR EFEIE S
HiCBR T 5a—RL— IR F U R e a—KZip->T a—KRL— MU F
VAEE] 2 HERICER LR EICBER T2 FRE0E (b LL<I1E%)

b. SCIC ®AR— b7 4 U AEEHHYEFE DR TRED T ST v AKEEZFHHT D7D D
v—L b L TCHIAT %,

R DR EFRIES

SCIC DAR— F7 4 U AEEHHLEPMERT D [a—RL— "IN F R - Fxy
7UAN ()] FEEFREIICOE120F =7 VA MNEERTHZ L%
ME) % (b L<1E%)




C. SCIC DEREN 4 PO BRi%E (b L < IX representative) & L TCORME % R7-
T ETEHRT 5,

R DR EFIESR

SCIC kBN F OB L LTOH LOBZFITORDI/ERT D 2 —R
L= IAF R e Fzy 7 AN (KFR)] FEFEELAICOE—DDFT =
7 U A NEEKT D Z EEEE) (L LLIE%)

2L, MEREOR— 74 UFTFEICANEDL -0, Ei (a. ~c.) OFEEOAR
FEEUT, CCCHAYIFEE DD DREFHEES (b LI, &5 —ERAD C6CATE 1 B
DA TRERIXITHHE) T2 LB8Bx6N5, EiRICE, CGCEEDE Y v a v
5 (SCIC B& 2583 ~&JFHD (2B 2 MR OBIERRRIIE Fh T,

<CGC DRFHEBRVDORIEDZ A IV T >

FERBEBEREDZA I ZIZoONTIR, UTFREZLNS,

a—ARL— "N HAFT U ZAREFITD R EBEIC L EEHT L2 L0 MfFSh, HART
ITERFR RS TR, EHONITHTE R FEOFRICEFRT T 5FEERH D, —F. K
[EH7p & Tl MERASRERM - BEEESE (Proxy Statement) (25D CERMEITHED SRS
fEM & 700 X OMREICIREET 2EERH 5,

AN R FAEIZEW T, 2016 48 12 A Mok T s (2017 4F 4 A EBE) 488 (2017
F2~3 HEEE) IZa—Rb— MIAFT U ZAREFELZRMNTEDLZENLEE LY, Lo T,
2017 DB ZRIERIGT 5 Z EMEZ bILD,

FEIUCOWTIE, 2016 4F 1 A LLBEOE#RICIB N T, SCIC X AT 7 4 — R A 28— L Wi
kL L, TOME, RETHEED [6. SHOMYMAIZETTIRE ] 1BV TR
H7e st EZ R LT\ 5,

3.5.4. U—7 v a vy FOEMITONT

20154 11 H 30 Rt U —2 77 Tl arR—x 2 b 1-1 ICBE L7z FEREE O
O EDELT, SCICHCCC XA 75 —A (TF) DAL NR—BLOEEHMHELZED~ R A
VREXRE LIV — Y a y TOFRMBIC XS E R (55 1\ % 2015410 A2 5 12
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1. Outline of the Project
1.1. Background

Under the technical cooperation project named “Enhancing corporate finance
management capacity to implement state owned enterprises (SOES) restructuring”
(hereinafter referred to as the “Umbrella Project”) between the Japan International
Cooperation Agency (JICA), the Ministry of Finance of the Socialist Republic of
Vietnam (MOF) and its policy implementation entities including State Capital
Investment Cooperation (SCIC), to strengthen the capacity in corporate management,
supervision and governance for officials and staff of SCIC is defined as one of the
important outputs shown as the output 4 of the Project Design Matrix of the Umbrella
Project.

To achieve such an output of the Umbrella Project, JICA and SCIC have been
implementing activities related to SCIC (hereinafter referred to as the “SCIC’s
Sub-Project”) as follows:

<Phase 1-1 of the SCIC’s Sub-Project from September 2014 to March 2015>

JICA and the Japan Economic Research Institute Inc. (JERI) team (the “Team”), who are
the consultants to co-work with SCIC to implement the related project activities to the
abovementioned project’s output, reviewed and analyzed the current SCIC’s institutional
structure, mandate, business strategy and related regulations to identify the business
opportunities and needs of the capacity development of SCIC from September 2014 to
March 2015. The Team concluded and shared with SCIC the following
recommendations to enhance corporate finance management capacity of SCIC to
implement SOEs restructuring in Vietnam.

(i) As a state agency that manages state capital in hundreds of enterprises, SCIC
should be “the pioneer” in promoting modern corporate governance practice in
Vietnam, by establishing the voting guidelines (“VVG”) and Corporate Governance
Code (“CGC”), and to establish the Institute for Directorship to educate and
accredit those who become board members of joint stock companies (“JSC”).

(if) Reinforcing the portfolio company database

(iii) Establishing functional teams, such as a strategic industry team with industry
research capability, a specialized divesture team for specific purposes, and other
specialized teams to support portfolio companies

(iv) Expanding new investments gradually by identifying the areas where the
government’s investments are justified, such as playing a role of “catalyst” to
promote investment in strategic sectors and/or the areas that are difficult for private
sectors to invest, by setting a specific target for each type of investments, and by
setting clearly both a single entity exposure limit and a sector specific exposure
limit.

Based on these recommendations, MOF, SCIC and JICA decided to implement the

follow-up activities mainly focusing on establishing VG and CGC, and strengthening
risk management process of SCIC. The activities on establishing VG has showed the
progress as follows:



<Phase 1-2 of the SCIC’s Sub-Project from May 2015 to October 2015>

For establishing VG, JERI was assigned by JICA in May 2015 to support SCIC in
drafting the VG. JERI submitted the draft VG (hereinafter referred to as “VG 2015”)
in early September 2015 for SCIC’s review and approval. The draft VG 2015 was
reviewed and was submitted to the Board of Management for approval during the period
between October and November 2015, and the Board approved it in December 2015.

After the approval by the Board, the VG 2015 will be put under the trial application and
a follow-up survey will be conducted to review the outcomes of the application. The
contents of the VG 2015 shall be revised if necessary based on the outcomes of the
survey.

For the abovementioned follow up tasks of the VG 2015 and updating and revising it,
JICA and SCIC agreed to assign JERI again in cooperation with the SCIC, and to assign
SCIC’s task force members (TF) who have been assigned for the preceding project.

In parallel with activities on establishing and application of the VG 2015, JICA and
SCIC agreed to start activities related to establishing CGC and strengthening internal
risk management of SCIC as the second phase of the SCIC’s Sub-Project. The following
section describes the components of the second phase.

1.2. Phase 2 of the SCIC’s Sub-Project (Sub-Project 2) — Three components

Given the urgency and importance of the recommendations made in the preceding
project, MOF, SCIC, and JICA all decided to implement the phase 2 — “the Project for
enhancing corporate finance management capacity to implement SOE restructuring on
State Capital Investment Corporation (SCIC) 2” (the “Sub-Project 2”) in September
2015, which consists of the following three components:

® Component 1-1: Developing the draft Corporate Governance Code to be applied to
the SCIC’s portfolio companies,

® Component 1-2: Revising the Voting Guidelines applied to the SCIC’s portfolio
companies, and

® Component 2: Enhancing the internal risk management system of SCIC

To implement the Sub-Project 2, JERI and PricewaterhouseCoopers Aarata (“PwC”)
have formed a joint venture consultant team where PwC is acting as a lead consultant
and mainly working on the components 1-1 and 2, while JERI is continue working on
the component 1-2 with leverages from the preceding project.

Since CGC and VG are both important elements of good governance and are closely
inter-related, PwC and JERI will closely communicate and coordinate each other during
the Project to deliver the consulting services effectively and efficiently.

1.3. Objectives of Sub-Project 2
1.3.1. Overall objective (Goal) of Sub-Project 2



Strengthening capacity in corporate management, supervision, and governance for
officials and staff of SCIC (same as the Output 4 of the Umbrella Project), specifically
the capacity to accelerate innovation of state owned enterprises (“SOEs”) by further
enhancing the SOEs’ healthy and efficient management.

1.3.2. Objective (Purpose) of Sub-Project 2
There are two project specific objectives:

® To contribute to the innovation of SOEs, SCIC should be “the pioneer” in
promoting modern corporate governance practice in Vietnam by developing the
internationally recognizable draft corporate governance code and voting guidelines
to be applied to the SCIC’s portfolio companies, and

® To maintain healthy and efficient operations of the state capital by enhancing the
internal risk management system of SCIC.

® For the component 1-2, project specific purpose is to monitor and review the trial
implementation of the Voting Guideline (VG) 2015, update and revise the contents
if necessary to establish VG 2016 and contribute to strengthening the capacity of
SCIC in corporate governance, with focus on the increase of the value of SOEs in
the portfolio of SCIC and promote the divestment of SOEs. (Added as of April 20,
2016)

1.4,  Expected output of Sub-Project 2
1.4.1. Component 1-1 Developing the draft CGC

The output is the draft corporate governance code and its application guidance to be
applied to the SCIC’s portfolio companies.

1.4.2. Component 1-2 Developing the VG

The output is the VG 2016 for increasing further the value of the enterprises in the
portfolio of SCIC (“SCIC’s portfolio companies”) based on the results of monitoring and
reviewing the actual trial implementation of VG 2015 vis-a-vis enterprises in the
portfolio of SCIC. (Revised as of April 20, 2016)

1.4.3. Component 2 Enhancing the internal risk management system of SCIC

The output is the risk assessment methodology based on key risk indicators (“KRI”) for
new investments of SCIC to enhance the internal risk management system of SCIC by
reviewing the current situations and making recommendations.

2. Approaches of Sub-Project 2
2.1. Component 1-1 Developing the draft CGC

Using the most recent international corporate governance framework, such as
“OECD Guidelines on Corporate Governance of State-Owned Enterprises (2015
Edition)” (“OECD SOE Guidelines”) and “G20/OECD Principles of Corporate
Governance” (“OECD Principles”) as benchmarks, the draft CGC and its
application guidance will be developed with close communication with SCIC and



2.2.

2.3.

3.

3.1.

other stakeholders. The SCIC’s portfolio companies are expected to use the final
CGC and its application guidance.

Other input in developing the draft CGC and its application guidance would

include: (a) Gap analysis with reference to relevant Vietnamese laws and regulations,
(b) Researches on other countries who have CGC in place, (c) Observations and
recommendations by preceding project, and (d) Inputs from workshops for SCIC
task force members and management.

The final draft CGC and its application guidance should be practical as well as well
understandable both by SCIC staff and by SCIC’s portfolio companies’
management.

Component 1-2 Revising the VG

The VG 2015 approved in December 2015 and was distributed to the state
representatives of the enterprises in the portfolio of SCIC for trial application using
it as the reference material for the preparation of 2016 AGM from February 2016.

Follow-up survey of the trial application will be conducted by TF during May and
July 2016. By leveraging experiences in the developing phase of the VG 2015 and
analyzing the outcomes of the trial application of the VG 2015 to the SCIC’s
portfolio companies, VG 2016 is to be developed by updating the VG 2015.

The updated VG 2015 will be prepared by September as the VG 2016 and it shall be
submitted to the Board of SCIC for approval before being officially applied.

Ultimate outcome is to transfer the know-how to the SCIC staff by working closely
with them in developing the VG 2015/2016.

Expected project period would be:

Starting from the first trial application of the VG 2015 until end of October 2016
(Please refer to 7. Work Schedule, Component 1-2, of this document. ) (Added as of
April 20, 2016)

Component 2 Enhancing the Internal Risk Management System of SCIC

Using leverage by co-working with the SCIC staff who has considerable knowledge
and experiences, establishing the KRI for new investments to contribute to the
internal risk management system for the SCIC’s new investments.

Specific procedures — activities and output of Sub-Project 2
Component 1-1: Developing the draft CGC

3.1.1. Work in Vietnam (October — December 2015)

a.

Discuss and agree workplan with SCIC and Ministry of Finance
<Qutput>



A workplan is prepared and agreed with SCIC and MOF.
Hold initial meeting with SCIC task force members
<Activities>

Initial meeting with SCIC task force members is held in November/December 2015
to help them understand the concept of CGC, and PwC consultants to understand
the current status of the corporate governance of SCIC’s portfolio companies and to
identify potential areas of focus by this interactive session. Timing will be
determined in coordination with SCIC. It could be combined with the workshop if
it is more efficient to do so.

<Output>

Meeting material and summary of the meeting results is prepared.
Perform a gap analysis

<Activities>

A gap analysis is performed by reviewing the relevant Vietnamese laws and
regulations and SCIC’s internal regulations, comparing them with the OECD
Principles and the OECD SOEs Guidelines.

<Qutput>

A gap analysis report is prepared.

Perform research on other countries who have CGC in place
<Activities>

Perform research on other Asian countries that have CGC in place how they have
developed the CGC (including analysis on the departures from the OECD
Principles/Guidelines and their application policies). Sample countries would
include: Singapore, Indonesia, Malaysia and Japan. UK and other countries would
also be referred to as a leading best practice.

<Output>

A comparative analysis report is prepared.
Develop the first draft CGC
<Activities>

The first draft CGC to be applied to the SCIC’s portfolio companies is developed in
English by end of November 2015 based on the output of procedures b, ¢, and d
above. The first draft CGC would include the principles for SCIC that are
considered to be essential elements of the corporate governance as a governmental
investment company.

<Qutput>

The first draft CGC in English is developed.

Develop the first draft application guidance of CGC
<Activities>



The first draft application guidance of the CGC would include but not limited to the
following contents: scope, legal basis, application exemptions, effective date,
disclosure requirements and format, assurance over disclosed information,
monitoring and enforcement, subsequent revision of the CGC, and any other
guidance that would be necessary to implement the CGC.

<Output>

The first draft application guidance of the CGC in English is developed by end of
November 2015.

Hold the workshop with SCIC task force members and management
(June-August 2016)

<Activities>

To help SCIC management and other relevant parties understand the first draft CGC
and its application guidance both in English and in Vietnamese, the second-
workshop is held mainly by the SCIC task force members with support from PwC
consultants. (Note: The division of roles in arrangements including cost for
workshop(s) inviting participants from outside of SCIC shall be discussed and
determined between JICA and SCIC accordingly.)

<Output>

Workshop material and the summary, together with a list of feedbacks from SCIC
participants, are prepared. Timing will be determined in coordination with SCIC.

Discuss with MOF and international organizations (June — August 2016)
<Output>

Meeting materials and discussion summary are prepared.

3.1.2. Training in Japan (March 2016)

The objective of the training is to further understand how corporate governance system
is working in Japan among public and private financial institutions, asset management
companies and private enterprise group, by exchanges of views on:

Underlying concept and objective of the corporate governance code in general that
are derived from the experience of Japan,

Global institutional investors’ views and expectations to the Vietnamese enterprises,
and

Risk management system and practices of the major Japanese securities companies
for new and existing investments.

<Output>

A training program is developed and agreed with SCIC and MOF in advance; Trainees
(around 10 people) are selected from SCIC and MOF; Training time-schedule is
prepared (10 day-training in Japan including travel time); Training materials are
prepared; A feedback from all participants is obtained and summarized, and report that
summarized the activities is prepared.



3.1.3. Follow-up procedures in Vietham (June - August 2016)

a. Develop a final draft CGC and its application guidance to be applied to the
SCIC’s portfolio companies (by end of September 2016)

<Activities>

SCIC is to select one or two appropriate sample company/companies in the
portfolio of SCIC who are willing to apply the first draft CGC and its
application guidance to test the applicability of the first draft CGC and its
application guidance. A sample company (or two companies) is selected by
SCIC by May 31, 2016.

Plan the follow-up review procedures and agree with SCIC.

Provide training sessions to the sample company/companies how to apply the
first draft CGC and how to prepare the disclosures.

Discuss with the SCIC task force members and department heads over the
sample portfolio companies’ CGC disclosures and assess the first draft CGC’s
applicability and usefulness.

Revise the final draft CGC and its application guidance based on the results of
the follow-up procedures described above. The revised final draft CGC and
its application guidance should be modified by the any changes in the
Vietnamese laws and regulations during the subsequent period after the first
CGC draft and its application guidance was originally developed in December
2015.

SCIC is to approve the revised final draft CGC and its application guidance and
take necessary action (i.e. revision of Decision 24) to request its portfolio
companies to implement the CGC and its application guidance (by end of
December 2016).

Prepare a final report

<Qutput>

A final draft CGC to be applied to the SCIC’s portfolio companies and its
application guidance are developed in Vietnamese and in English.

Any recommendations regarding to the post implementation of the CGC and its
application guidance are communicated to SCIC in the final report.

3.2. Component 1-2: Revising the Voting Guidelines
<Activities> (Revised as of April 20, 2016)

Based on the trial application of VG 2015 approved by the Board of SCIC, the Team
will make following monitoring activities for enhancing corporate governance
management capacity of SCIC over its portfolio companies to increase the corporate
value of those companies.

a. Toassist SCIC’s TF of the Voting Guideline (VG) for monitoring the actual
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application, reviewing the contents of the VG 2015 when necessary to update the
contents, and preparing the decisive VG to be implemented by SCIC in 2016.

In this connection, the JERI consultants will assist TF for preparing the
questionnaire survey (as for the survey forms, please refer to the Attachment),
collecting feedback comments from staff of SCIC using the questionnaire,
including suggestions from the State Representatives of enterprises being under the
portfolio of SCIC (SR), and analyzing the results.

The JERI consultants will work closely in cooperation with the TF to revise the
contents of VG 2015 taking into consideration recent changes of the legal
framework by Vietnam and requesting advices from legal experts, both Vietnamese
and international and in cooperation with the TF for drafting the Corporate
Governance Code for SCIC’s portfolio companies leaded by PwC.

In order to motivate SCIC’s portfolio companies to use Corporate Governance
Code, BOD members’ efforts of the portfolio companies for the improvement of
Corporate Governance of portfolio companies will be included in the revision of
VG 2015 as one of the criteria for nomination of BOD members based on the
discussion dated on 15" of April 2016 among SCIC, JICA Vietnam office and JICA
SOE project team.

The above activities are revised as of April 20, 2016. Consequently, corresponding
PDM <activities> are also updated.

< Work Schedule for 2016> (Added as of April 20, 2016)

a.

Trial implementation of the VG: VG brochure was distributed in late January 2016.
Preliminary (trial) implementation by SCIC is expected during February and June.

Forms of the questionnaire survey to be used in the review of the trail
implementation (follow-up Survey) will be prepared during April-May by JERI
team in cooperation with TF members.

Follow-up survey: The follow up survey shall be implemented during June and July
by TF with the assistance of JERI team using the forms.

Analysis the survey results and discussions in TF will be held during August to
review and amend the VG 2015 if necessary based on the survey results.

Review of VG for official implementation: Report the contents of the revision of
VG2015 to the Board of SCIC in September to distribute it for the implementation
with the official approval of SCIC (target date of the approval will be the end of
October).

<Qutput>

VG 2016 based on the revision of VG 2015 which shall be approved by the Board of
Directors of SCIC and implemented by SCIC in and after 2016. (Revised as of April 20,
2016)

3.3. Component 2: Enhancing the internal risk management system of SCIC



3.3.1 Support establishing the KRI for new investments
<Activities>

Confirmation of the project scope and clarification
Presentation of the drafted KRI including its basic concept
Feasibility study of the drafted KRI

Decision of the interim KRI

Preparation of the interim report and Training

<Output>

An interim KRI is to be prepared based on the above procedures.
3.3.2 Support enhancement of the KRI for new investments
<Activities>

® Review status of implementation of the KRI

® Discussion of revision of interim KRI

® Preparation of final report

<QOutput>

An action plan for enhancement of KRI is prepared.

3.4. Final Reporting (July — October 2016)
<Qutput>
A set of completion reports that covers components 1-1, 1-2, and 2 in Japanese,

Vietnamese, and English is prepared and submitted to MOF/SCIC/JICA by PwC/JERI.
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4. Project implementation bodies

4.1.

JICA Experts and a Joint Consultant Team (PwC and JERI)

State Capital Investment Corporation (SCIC)

Task Force Teams

Head Office

Vietnam Office

JICA Experts of the Umbrella Project

—a

Project Team

Ms. Kuniko Isaka
Team Leader/CGC 1

PricewaterhouseCoopers Aarata pwc

Experts of Public and Finance
Senior Advisor

Mr. Daisuke Kotegawa (former IMF director)
Financial Research Office

Mr. Takashi Kamijo

Mr. Koichi Uzuka
CGC 2

Mr. Hiroyuki Ohsawa
CGC 3

Mr. Hiromichi Nishihara

Experienced Members of Vietham
Projects

Partner

Mr. Masaya Kato (DATC/VAMC)

Director
Mr. Yasuhiro Yoshitake (DATC/VAMC)

KRI1

Mr. Shinichiro Ishikawa
KRI2

Corporate Governance Team
Partner

Mr. Akio Kobayashi

Mr. Hiroshi Tsujita

Senior manager

Mr. Andrew Graham

-

Japan Economic Research Institute INC.
CEO Takashi Ando

Project Team

Mr. Hisatsugu Furukawa
Voting Guideline 1
Mr. Eisi Yasunaga
Voting Guideline 2
Mr. Yosuke Hosokawa
Voting Guideline 3

Operational management
MD, International Division 1

Mr. Mitsutaka Ozaki

Logistical support
International Division

Ms. Eri Fukawa

Risk management
GM, General Affairs
Mr. Akira Suzuki




4.2. Professional Background of the Consultant Team Members

Name Role Experiences
Kuniko Isaka (Ms) | Team Leader/ Worked for Indonesian oil & gas company
PwC CGC1 PERTAMINA affiliate company in Tokyo,

Lloyds Bank Plc., and PwC New York as a
US-CPA. At present, director of PwC
Aarata Japan, and a member of PwC Centre
for Corporate Governance in Japan.
Provided advisory services to the Tokyo
Stock Exchange in developing the draft
Japanese Corporate Governance Code.

Koichi Uzuka (Mr)
PwC

Team Sub-Leader/
CGC2

PwC Tokyo, Financial Service Agency,
Director, Leader of Insurance GRC group of
PwC Aarata. A member of PwC Centre for
Corporate Governance in Japan.

Hiroyuki Ohsawa | CGC3 PwC Tokyo, manager of Insurance GRC

(Mr) group of PwC Aarata.

PwC

Tomoko Kanno CGC4 PwC Tokyo, CPA of the US (New

(Ms) Hampshire), experienced advisor, mainly

PwC working on the regulatory governance

(Subject to enhancement advisory for financial

JICA/PwC contract institutions and on implementation of

modification) various company policies.

Hisatsugu VGl Bank of Japan, MURC and JERI;

Furukawa (Mr) ODA Projects (WB, ADB, long-term adviser

JERI of JICA to SBV; expert in finance, SME
development, HRD and many others)

Eishi Yasunaga VG2 DBI and JERI, Executive Vice President of

(Mr) JERI in charge of International Operations;

JERI ODA Projects (support for DAF, HRD in
Asian countries and other policy based
financial institutions in Asia and Africa, and
others)

Yosuke Hosokawa | VG3 DBJ, Merrill Lynch, and JERI; M&A

(Mr) projects (adviser to aviation company,

JERI electric power company, and various kinds
of manufacturers);
ODA Projects (JICA, DBJ in corporate
finance)

Hiromichi KRI'1 Bank of Japan, secondment to JBIC, PwC

Nishihara (Mr) Tokyo, Partner of BCM(Banking/Capital

PwC Markets) of PwC Aarata

Shinichiro Ishikawa | KRI 2 Bank of Japan, PwC Tokyo, Director of

(M)

FS-GRC of PwC Aarata
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| PWC \ \

JERI team will work with following local consultants to support the team and require
legal advices from Nishimura & Asahi Vietham Office when necessary
® StoxPlus Co.
*  Mr. Nguyen Quang Thuan, CEO
e Ms. Nguyen Thi Quynh Lan, Manager of Research Services, Senior
Consultant
e Mr. Ha Hoang Giang, Consultant
*  Ms. Nguyen Ngoc Phuong Anh, Consultant
® | egal advisors: Nishimura & Asahi Vietnam Office
(HCMC Office)
* Ms. Hikaru Oguchi, Partner, Admitted in Japan & New York, Registered
foreign attorney in Vietnam
e Mr. Ha Hoan Loc, Attorney-at-Law, Admitted in Vietnam
(Hanoi Office)
e Mr. Shiro Muto, Attorney-at-Law, Admitted in Japan & New York,
Registered foreign attorney in Vietnam
(Tokyo Office)
e Ms. Taeko Morita, Attorney-at-Law, Admitted in Japan & New York
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5. Project Design Matrix (PDM) of Sub-Project 2

Objectively Means of Material
Narrative Summary Verifiable Indicators - ;
(oVI) Verification (MOV) Assumptions
Overall Objective (Goal):
Strengthening the capacity in corporate management, TBD TBD TBD

supervision, and governance for officials and staff of SCIC
(same as the Output 4 of the Umbrella Project), specifically
the capacity to accelerate innovation of state owned
enterprises (“SOEs”) by achieving the SOEs’ healthy and
efficient management

Project Objective (Purpose):

(1)To contribute innovation of state owned enterprises, SCIC
should be “the pioneer” in promoting modern corporate
governance practice in Vietnam by establishing the
Corporate Governance Code (“CGC”) to be applied to
enterprises in the portfolio of SCIC.

The number of
portfolio companies
that apply the
corporate governance
code for SCIC’s
portfolio companies.

Task force members
are capable of
maintaining CGC by
themselves and
disseminating concept
of CGC to other SCIC
staff and portfolio
companies.

Progress report

Task Force members’
activity log

Active participation to
the project (e.g.
interviews, meetings
and workshops) by
the SCIC task force
members and
management as well
as management of the
SCIC’s portfolio
companies.
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(2) To maintain healthy and efficient operation and
management of the state capital by enhancing the internal
risk management system of SCIC.

The periodic reviews
and revisions, if
necessary, of the KRI
for new investments
by SCIC’s risk
management
department and TF
members.

A periodic review log
of the KRI for new
investments.

Active participation to
the project (e.g.
interviews, meetings
and workshops) by
the SCIC task force
members and
management.
Continuous review
and update of the KRI
by the SCIC task
force members and
management after
initial
implementation.

Output: Component 1-1
Developing the Corporate Governance Code (“CGC”) to be
applied to the enterprises in the portfolio of SCIC

CGC to be applied to
the SCIC’s portfolio
companies and its
application guidance
are developed and
approved by SCIC.

The task force
members’ and other
key management’s
level of knowledge
and understanding of
CGC are further

Approval of final
draft of CGC and
application guidance
by SCIC

Self-assessment after
workshop and training
program in Japan.

Active participation to
the interviews,
meetings, workshops
and timely disclosure
of necessary
information by SCIC
Task Force members
and management.
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enhanced.

Output: Component 1-2

To monitor and review the trial implementation of the VG
2015, update and revise the contents if necessary, to establish
the VG 2016, and contribute to strengthening the capacity of
SCIC in corporate governance, with focus on the increase of
the value of SOEs in the portfolio of SCIC and promote the
divesture of SOEs.

VG 2016 is
prepared

VG 2016 and
Progress report

Active participation to
the interviews,
meetings, workshops
and timely disclosure
of necessary
information by SCIC
Task Force members
and management.

Output: Component 2
Enhancing the internal risk management system of SCIC by
establishing the KRI for new investments

The KRI for new
investment is
developed based
on the review of
current risk
management
system of SCIC

Progress report

Active participation to
the interviews,
meetings, workshops
and timely disclosure
of necessary
information by SCIC
Task Force members
and management.

Narrative Summary

Input

Material Assumptions

Activities:
Component 1-1: Corporate Governance Code
(1) Work in Vietnam (October — December 2015)

a. Discuss and agree work plan with SCIC and Ministry of

Finance

b. Hold initial workshop with SCIC task force members and
management (it could be combined with the 2" workshop)

c. Perform gap analysis

Vietnam:

SCIC Task force
members and relevant
department heads
Office space and basic

Timely assignment of task
force members with
sufficient availability of
time and efforts.




8T-T

— ¥0T —

Perform research on other countries who have CGC in place
Develop the first draft CGC

Develop the first draft application guidance of CGC

Hold second workshop with SCIC task force members and
management

h. Discuss with Vietnamese government and international
organizations

Q o o

facilities

Japan:
Experts and consultants
Basic supplies

Active cooperation and
participation to interviews,
meetings, and workshops by
task force members and
other relevant staff within
SCIC.

Timely disclosure of
necessary information by
SCIC.

(2) Training in Japan (March 2016)

a. Atraining program is developed and agreed with SCIC and
MOF in advance

b. Trainees (around 10 people) are selected from SCIC and MOF

c. Training time-schedule is prepared (10 day-training in Japan
including travel time)

d. Training materials are prepared

e. A feedback from each participant is obtained and summarized

f.  Areport that summarized the activities is prepared

Vietnam:

SCIC/MOF participants
Japan:
- Instructors from various
organizations
Training materials
Training facilities (JICA)
Hotel accommodation
(JICA)

Active participation to the
training programs by all
participants

(3) Follow-up procedures
a. Test the first draft of the CGC and its application guidance to
be applied to the SCIC’s portfolio companies by selecting one
or two sample companies to apply

b. Develop a final draft CGC and its application guidance to be
applied to the SCIC’s portfolio companies

Vietnam:

- SCIC Task Force
members and
management
Sample portfolio
company’s management
and staff
Workspace at SCIC and
basic facilities

Timely selection of one or
two SCIC’s sample portfolio
companies by May 31, 2016.

Sample portfolio company
management’s consent

Active participation by the
selected sample portfolio
companies
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Japan:
Experts and consultants

Active participation by the
SCIC task force members,
other relevant staff and
management

Component 1-2: Voting Guideline

a.

To assist SCIC’s Task Force (TF) for the Voting Guideline (VG) for
monitoring the actual application, reviewing the contents of the VG
when necessary to update the contents, and preparing the decisive
VG to be implemented by SCIC in 2016.

In this connection, the JERI consultants will assist TF for preparing
the questionnaire survey, collecting feedback comments from staff
of SCIC using the questionnaire, including suggestions from the
State Representatives of enterprises being under the portfolio of
SCIC (SR), and analyzing the results.

The JERI consultants will work closely in cooperation with the TF
to revise the contents of VG 2015 taking into consideration recent
changes of the legal framework by the Government of Vietnam and
requesting advices from legal experts, both Vietnamese and
international and in cooperation with the TF for drafting the
Corporate Governance Code for SCIC’s portfolio companies lead by
PwcC.

In order to motivate SCIC’s portfolio companies to use Corporate
Governance Code, BOD members’ efforts of the portfolio
companies for the improvement of Corporate Governance of
portfolio companies will be included in the revision of VG 2015 as
one of the criteria for nomination of BOD members based on the
discussion dated on 15th of April 2016 among SCIC, JICA Vietnam

Vietnam:

SCIC task force
members for VG and
management

Workspace and basic
facilities at SCIC

Japan:
Experts and consultants
Office supplies

Assignment of a leader
within the VG TF members

Active participation by the
SCIC task force members,
relevant staff and
management, and
cooperation from state
representatives
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office and JICA SOE project team.

Component 2:

a. Support establishment of the KRI for new investments
Confirmation of the project scope and clarification
Presentation of the draft KRI including its basic concept
Feasibility study of the draft KRI
Decision of the interim KRI

b. Support enhancement of the KRI for new investments
Review status of the implementation of KRI
Discussion of revision of interim KRI

Vietnam:

SCIC Task Force
members

Office space and basic
facilities

Japan:

Experts and consultants

Active participation by the
SCIC task force members,
relevant staff and
management
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6. Work-flow of Sub-Project 2 (Revised as of April 20, 2016)
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7. Work Schedule of Sub-Project 2
Component 1-1: Developing the Corporate Governance Code to be applied to the SCIC’s portfolio companies

Component 1-1: Developing the Corporate Governance Code to | 2015/October November December | 2016/January February March
be applied to SCIC's Portfolio Companies 5(12(19|26| 2 [ 9|16(23(30| 7 |14 |21|28| 4 |11|18|25| 1 | 8 [15|22|29( 7 |14 |21 |28
1. Work in Vietnam (Oct 2015-Dec 2015)

a. Discuss and agree work plan with SCIC and MOF

b. Hold initial workshop with SCIC Task Force members and
management (It could be combined with the 2nd workshop)

c. Perform GAP Analysis

d. Perform research on other countries who have CGC in
place

e. Develop the first draft CGC

f. Develop the first draft application guidance of CGC

g. Hold second workshops session with SCIC task force
members and management

h. Discuss with Vietnamese govermant and international
organizations

. Training in Japan

N

2-1 Preparation of training program

2-2 Training in Japan

2-3 Obtaining feedback and preparation of report

3.Follow-up procedures
a. Select a sample company to test the draft CGC and
application guidance

SCIC's task

b. Plan the review procedures

c. Provide training sessions to the sample company

d. Discuss with SCIC task force members on sample
company's CGC application

e. Revise the final draft CGC and its application guidance

f. SCIC is to approve and implement the final CGC and its
application guidance

g. Prepare a final report

<By Person>

cae-1 [Kuniko Isaka (Ms)
cae 2 |Koichi Uzuka (Mr)
cee-3 |Hiroyuki Ohsawa (Mr)

Work in Japan
[ Work in Vietnam
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Component 1-1: Planned schedule after April 2016 for follow-up procedures (Revised as of April 20, 2016)
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Component 1-2: Revision of the Voting Guidelines applied to the enterprises in the portfolio of SCIC (Revised as of April 20,
2016)
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Component 2: Enhancing the internal risk management system of SCIC (1/2) (Revised as of April 20, 2016)

Workschedule Draft

Component 2: Enhancing the internal risk management system of SCIC by e:

2015/October

November

December

2016/Jan

Apr

12

19

26

16

23

30

14 21

28

11 18

25

15

22

29

14

21

28

11 18

25

1. To support for establishment of KRI for new investment

1-1. Confirmation of the project scope and clarification

1-2. Presentation of the drafted KRI including its basic concept

1-3. Feasibility study of the drafted KRI

1-4. Decision of the interim KRI

1-5. Preparation of the interim report and Training

w

. To support for enhancement of KRI for investment

3-1 Review the status of implementation

3-2 Discussion of revision of interim KRI

3-3 Preparation of final report

<By Person>

KRI-1)Hiromichi Nishihara

KRI-2 Shinichiro Ishikawa

(note) on sight
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Component 2: Enhancing the internal risk management system of SCIC (2/2) (Revised as of April 20, 2016)

Workschedule Draft

Component 2: Enhancing the internal risk management system of SCIC by est

May

June

July

August

September

16

23

30

13 20

27

11 18

25

15

22

29

12 19

26

1. To support for establishment of KRI for new investment

1-1. Confirmation of the project scope and clarification

1-2. Presentation of the drafted KRI including its basic concept

1-3. Feasibility study of the drafted KRI

1-4. Decision of the interim KRI

1-5. Preparation of the interim report and Training

w

To support for enhancement of KRI for investment

3-1 Review the status of implementation

3-2 Discussion of revision of interim KRI

3-3 Preparation of final report

<By Person>

KRI-1Hiromichi Nishihara

KRI-2Shinichiro Ishikawa




8. Preliminary agreements and requests to SCIC

8.1. Assignment of the Task force members

To implement the tasks within the component 1-2 of the Sub-Project 2, the JICA/JERI
team has requested SCIC to appoint six SCIC TF members for VG, same number as
previous project, and to include some members who were also the VG 2015 TF
members. In addition, the team has requested SCIC to appoint a leader among the six
appointees and share the name, title and contact address within SCIC including State
Representatives.

For components 1-1 and 2, in response to the request by JICA/PwC team, following
members were appointed as TF members on November 4, 2015:

® Connection Team — Executive Office:
Ms Dam Thuy Nga, Deputy Director
Mr Truong Dinh Tuan (Until November 30, 2015)
Ms. Nguyen Anh Tam (From December 1, 2015)

® CGC TF Members
Mr Le Thanh Tuan, Head of Portfolio Management Department (PMD) 4
Ms Do Thi Phuong Lan, PMD 2 : Main contact of this group
Mr Le Ba Nam Linh, PMD 1
Mr Tran Minh Duc, PMD 3
Mr Tran Trung Kien, PMD 4

® KRI TF Members
Mr Vu Hong Tuan, Deputy Director, Audit and Risk Management Department
Ms Nguyen Thi Tham, Deputy Manager, Risk Management Division, Risk
Management Department (RMD), main contact of this group
Mr Cao Duy Ha, Deputy Manager of Investment Department (ID)
Ms Nguyen Thi Kim Anh, Deputy Manager of ID
Ms Nguyen Dieu Huyen Trang, Associate, RMD

These TF members are expected to take ownership of each responsible task within the
Sub-Project 2 and to demonstrate leadership in SCIC in developing, proper applications
and maintenance of the corporate governance code or key risk indicators for new
investments.

To achieve the overall goal and project objectives for the Sub-Project 2, the PWC/JERI
consultants believe that the TF members should play an important role as a leader of the
corporate governance enhancement project throughout the Sub-Project 2.

8.2. Periodic communication

JICA/PwC/JERI team would request SCIC management to have a periodic
communication throughout the project. Such communication could be face-to-face
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meetings or e-mail exchanges.
8.3. Workspace for project consultants at SCIC premises

SCIC and JICA/PwC/JERI consultants have agreed that the consultants have access to a
meeting room on the 24" floor of the SCIC Head Office premises as a project room for
timely and effective communication throughout the Sub-Project 2.

8.4. Follow-up procedures for CGC

To perform the follow-up procedures in Vietnam described in section 3.1.3 of this
document, JICA/PwC consultants request SCIC to select one or two sample companies
who is willing to participate to the pilot program by May 31, 2016 for testing the final
draft of the CGC and its application guidance so that consultants have sufficient time to
plan and prepare for the procedures.

In case SCIC’s selection process is not completed by May 31, 2016, JICA/PwC
consultants would not perform the review procedures and the component 1-1 Corporate
Governance Code shall be terminated as of May 31, 2016.

8.5. This Work Plan

This work plan was originally prepared and agreed as of November 30, 2015 and
subsequently revised as of April 20, 2016. Words and sentences highlighted in yellow
are revised as of April 20, 2016.

(End)
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Attachment (Added as of April 20, 2016)
Survey sheet 1: Preliminary application of VG 2015 (draft)

Survey sheet 1

Voting Guideline - current situation of investee company

Notes for answering this sheet:

numbers printed in are inputted based on the list of the portfolio companies

* if the given information in the column of is incorrect or changed, please write correct or new information in the column in blank..

Your sheet No. if necessary (

)

Code Item

2015 Old

2015 New (Correct or revise the data printed in
the left column if the data is not right or out of
dated)

2016

| About the portfolio company

1.10 [Company Code (given by SCIC)

BGT20

1.20 [Company name

Bac Giang Cement JSC

1.30 [Allocated group (check in the @)

B2

A-1 (invested strategically core group) [I; A-2 (guided strategically core group) OI; B-1 (flexible group) I; B-2 (divesture group) O

'y
S

Industrial Section (by main products/activities)

601010 - Other sector

Please chose and write the number of the
industry classification shown in the right column:
In case of '99. Others', please also specify the
industry/sector;

1. Telecommunication; 2. Healthcare; 3. Financial Services (banking—
insurance); 4. Information Technology; 5. Construction; 6. Water—
Electricity-Gasoline;

Energy-Mining; 9. Transportation; 10. Agriculture; 11.
Commerce/wholesale & services;

98. Others

7. Production of basic consumer goods (foods, beverages & drinks...); 8.

1.50 [Type of the company

Joint Stock Company

1.Single—member limited liability company [1; 2.Multiple—-member limited liability company [I; 3.Joint stock [I; 4.Partnership [I; 5.Private [;
6.Corporate group [I; 7.Share holding company LI; 8.Joint venture [I; 9.Foreign owned LI

11. Listed [I; at Hanoi EX [1; at HCMX O0; 12. un listed OI;

1.60 [Province/address of the company registration

Thi tréin Tan Uyén, huyén Tan Uyén, tinh Lai Chau

1.70 [Chartered Capital amount (million VND or million USD)

58,173,000,000

1.VND O, 2.UsD O amount:

1.80 [of which, amount held by SCIC

2,703,250,000

1.VND O, 2.Uusb O amount:

1.90 [Year that SCIC acquired the share of the enterprises

Tiép nhan nam 2013

(19XX):

1.10 [Department/branch in charge

Portfolio Department Management 1

1.PMD 1 [0; 2. PFD 2 [1; 3. PMD 3 [1:4. PMD 4 [J; 5. New Investment Dept. [1; 6. North Branch [1; 7. Central Branch [1; 8. Southern
Branch [I;
9. Other Dept. [ (Please specify the name of the Dept.: )

2.10 |Closing date of the annual accounting

I [About General Meeting of Shareholders (or Members' council) of the company

December

1, 2, etc. (please write the number of the month):

2.20 |Month when Shareholders' meeting was held

April

1, 2, etc. (please write the number of the month):




Survey sheet 2: For Joint Stock Company (draft)

Survey sheet 2

Voting Guideline - Research on the use of the VG; for limited liability company

Your sheet No. if necessary (

Item

Write or check in the blank of the appropriate one

/About the portfolio company

1.10 |Company name
1.20 |Company Code (given by SCIC)
1.30 |Chartered Capital amount (million VND or million USD) [1. VND O, 2. UsSD O amount:
1.40 |Number of shareholders
1.50 |Amount of shares held by SCIC 1.VND O, 2.usb O amount:
|Name of shareholders number or percentage of shares held by the shareholAddress or Province
1. ( shares /or %)
2. ( shares /or % )
3. ( shares /or %)
4.
160 |ToP 10 trolling st if any 5.
7 |(with number of shares or percentage of shares) 6.
7.
8.
9.
10.
1. Portfolio Department (PD) 1; 2. PD2; 3.PD3; 4.PD4; 5. Investment Department; 6. Southern Branch;
(please write below the number or the name of the Department/branch listed in the right): .
. 7. Central Branch;
1.70 |Department/branch in charge

/About General Meeting of Shareholders (or Members' council) of the company

Instruction given by SCIC to the state

Date of report to SCIC prior to the member's council

If the instruction was rejected, what was the adopted

2.10 |Date of the Shareholders' meeting (or Members' council) Date: 1 (dd/mm/yyyy) 1. Annual general meeting O; 2. Extraordinary meeting OJ;
2.20 |Number of shareholders presented in the meeting
E(esnonces from external (Please write what kind of ces did you receive from the of
Were rational and
* f " i Did you refer to the VG? | .
! . . . No. ) Instruction given by SCIC to the state Date of report to SCIC prior to the shareholders’ ) ! If the instruction was rejected, what was the adopted instructions by VG helpful? | any comments or suggestions about the item for making
L1} Issues voted (write all the issues item by item) (choose appropriate number of category/issue in the " . . Date of instruction for vote form SCIC Result of the votes proposition and what are the reasons why the result  |Please write © if yes, X if .
representatives for voting meeting . ¥ Please write © if yes, X if |the VG instruction more applicable?
Reference) was different from SCIC's instruction not .
not
3.10 / / (dd/mm/yyyy) / / (dd/mm/yyyy) 1. accepted [; 2. not accepted OO
3.20
3.30
Please write what kind of responces, if any, did you receive from external represetatives of the company.
Were the rational and
Issues discussed and voted in the Board of No.*

Did you refer to the VG?

[Any comments or suggestions about the item: your

instructions of VG helpful?
I\ Directors meeting (write all the issues item by (choose appropriate number of category/issue listed in " . Date of instruction for vote from SCIC (dd/mm/yyyy) Result of the votes proposition and what are the reasons why the result  |Please write © if yes, X if comments for making the VG instruction more
3 ° B
item) the Reference) representatives for vofing (dd/mmiyyyy) was different from SCIC's instruction ot Please write O if yes, X if 2
not
4.10 / 1 ! / 1. accepted [; 2. not accepted O
4.20
4.30
Please write what kind of responces did you not agree agree (Please give us your comments/evaluation, if any, about the effectiveness of VG as a whole.)
raceive from external representative(*1): whether |
5.00 |the use of VG contributes to the smoother
decision making in AGM?
Does the external representative give a positive not agree agree (Please give us your comments/evaluation, if any, about the effectiveness of VG as a whole.)
responce to the usefulness of using VG?
5.01
(*) External representive means a representative who is not a SCIC officer.(ex; BoD as stste rep from the portfolio company or the line ministry including local government.)

116 —
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Survey sheet 3: Reference (draft)

Survey sheet 3: Reference:

Chose appropriate number of issues for vote indicated in the reference below (if there are no suitable items, please write the issue and number X.99 as indicated below)

No.

Items for vote

1.00

Operational ltems

1.10
1.20

1.30

1.40

1.50

1.60

1.70

1.80

1.90
1.10
1.11
1.12
1.13

Approval of the Financial Statements and related documents

Approval of annual business plan

Approval of the long-term development strategy

Approval of income allocation (including disposal of surplus and decision on dividend considering dividend ratio)

Approval of investment

Approval of sales of assets, including approval of divestment of shares in other companies

Ratification of the BOD report, report of the Supervisory Board, and performance report of each BOD member

Election of member of the BOD, taking the director’s attendance into consideration and the inclusion of at least one outsider or independent director in the BOD
Dismissal or replacement of the BOD member or Supervisory Board member

Appointment of Supervisory Board members

Appointment of Auditors, auditing companies or branch of a foreign auditing company in Vietnam to audit financial statements
Approval of M&A plan or approval of transforming, restructuring, dividing or dissolving the company

Other shareholders’ proposals

LTT

2.00

Remuneration

2.10

2.20

2.30

Approval of remuneration and remuneration cap for BOD members and Supervisory Board members
Equity compensation plan
Setting or revising the maximum dilution level for the Employee Stock Ownership Plan (ESOP)

3.00

Article amendments

3.10

3.20

3.30

3.40

Amendment of statute (Charter), including expansion of business activities
Reduction of BOD members' term in office

Board structure and decrease in the maximum board size

Disclosure of information

4.00

Share Issuance Request

4.10

4.20

4.30

4.40

Increase of the charter capital
Approval to authorize the Board to issue or repurchase shares or grant a general mandate to the BOD to issue shares
Approval to repurchase shares

Creation or modification of preferred shares

5.00

Miscellaneous items related to the AGM

5.1
5.2

Vote 'Against' if the item does not satisfy the requirements in the Charter, Law on Enterprise and other regulations
Approval of establishing branches & representative offices, SCIC shall decide on a case-by-case basis

TET
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Survey sheet 4: To be asked to the State Representatives (in case of interview survey) (draft)
\Voting Guideline (VG) - Comments or suggestions on the use of VG
-Please give us your comments on the usefulness of the Voting Guideline 2015 or any suggestions
to make it more helpful for your company management.

5.10 Date when you answered to
this survey sheet:

Date: / / (dd/mm/yyyy)

5.20 Name of your company:

Questions:

Please ¥4 in the appropriate
column:

1.yes 2. no

5.30.
About the use of VG:

1-1) Did you refer to the VG before AGM of this
year?
(If no, please answer 1-2)

O O

1-2) Could you share the reason ?

2-1) Is the VG useful for smoother voting
procedure?
(If no, please answer 2-2)

2-2) Could you share the reason ?

3-1) Do you think each voting policy appropriate
and benefitable for your portfolio company?
(If no, please answer 3-2)

3-2) Could you share the reason? If there is a
specific item to be reconsidered, please share
with us.

4-1) Do you think VG enables to understand
SCIC's policy as a shareholder clearly?
(If no, please answer 4-2)

4-2) Could you share the reason?

5) Please judge the effectiveness of VG.
(put O to the appropriate number)

not agree (not effective)

I f t f

1 2 3

agree (effective)

5.40.

Please write any comments,
suggestions or requests for
making the use of VG more
helpful to you.

(Additional items to be inluded or
items to be amended in current
items)

2)

3)

5)

(filled by Mr./Ms.

/ SCIC Department

, entrusted by the State Rep. of the company)
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[
Introduction

» State Capital Investment Corporation (SCIC) is engaged with the Japan
International Cooperation Agency (JICA) and its consultant,
PricewaterhouseCoopers Aarata LLC Japan (PwC), to develop the draft
corporate governance code (CGC) and its application guidance (AG) for
SCIC’s portfolio companies, as part of the project for enhancing corporate
finance management capacity to implement SOE restructuring on SCIC —
Phase 2.

* The CGC project started in October 2015 and the draft CGC has been
developed based on the following:

v" OECD Principles 2015/0ECD SOE Guidelines 2015

v GAP Analysis (OECD Principles vs. SCIC’s current rules & regulations )

v Researches on other Asian countries (Indonesia, Malaysia, Singapore,
and Japan)

v Input from SCIC’s CGC Task Force members and management

[
Project overview
Developing the Corporate Governance Code

Expected timing of
completion:
October 2016

Initial draft: November 2015

Progress
Report
r

Planning: Preliminary Develop: Pilot Testing:

. S Study:
Discussion with - Draft Corporate - Two sample
SCIC on Planning Researches on Governance Code portfolio Finalize:
Starting from: Asian countries (CGC) companies are

selected to test -
- OECD Corporate
Principles/ OECD

Hold: Workshops

Experiences from
Voting Guidelines

SOE Guidelines, Input from SCIC

- Draft Application anply the draft
Guidance (AG) CF(’Bpran dAG Governance Code

Training in Japan - Draft CGC and Guidance
(March 2016) AG are revised

- Application
TF members and

- GAP Analysis management

Preliminary study: June — August
October — November 2015 2016

3-1-2 — 129 —




Draft Corporate Governance Code

| Corporate Governance Code for SCIC’s portfolio

companies - Target level

'

8

§ SCIC ‘

3 CcGC OECD
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[
How we have developed the draft CGC? (1)
Based on OECD Principles 2015 — Six principles

* The corporate governance framework should promote transparent and fair markets, and the efficient allocation
of resources. It should be consistent with the rule of law and support effective supervision and enforcement.

11. The rights and equitable treatment of shareholders and key ownership functions

 The corporate governance framework should protect and facilitate the exercise of shareholders’ rights and
ensure the equitable treatment of all shareholders, including minority and foreign shareholders. All
shareholders should have the opportunity to obtain effective redress for violation of their rights.

I11. Institutional investors, stock markets, and other intermediaries

e The corporate governance framework should provide sound incentives throughout the investment chain and
provide for stock markets to function in a way that contributes to good corporate governance.

IV. The role of stakeholders in corporate governance

» The corporate governance framework should recognise the rights of stakeholders established by law or through
mutual agreements and encourage active co-operation between corporations and stakeholders in creating wealth,
jobs, and the sustainability of financially sound enterprises.

V. Disclosure and transparency

» The corporate governance framework should ensure that timely and accurate disclosure is made an all material
matters regarding the corporation, including the financial situation, performance, ownership, and governance of
the company.

V1. The responsibilities of the board

* The corporate governance framework should ensure the strategic guidance of the company, the effective
monitoring of management by the board, and the board'’s accountability to the company and the shareholders.

~

Draft Corporate Governance Code

| Content of the draft corporate governance code
Content mapping with OECD Principles 2015

OECD Principles 2015 Dratft C.GC for SCI.C’S
portfolio companies
I. Ensuring the basis for an effective Preface

corporate governance framework General Principle 1

The rights and equitable treatment of
shareholders

I1. The rights and equitable treatment of
shareholders and key ownership functions

V. Disclosure and transparency Responsibilities of the board

V1. The responsibilities of the board -

p § Appendix B
Other countries’ leading practices Appendix C 7

\

General Principle 2.
111. Institutional investors, stock markets, Role of stakeholders in corporate
and other intermediaries governance
. General Principle 3.
1V. The role of stakeholders in corporate Disclosure and transparency
governance o
/ General Principle 4.

Application Guidance
Appendix A
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[

Content of the draft corporate governance code

(Revised as of August 31, 2016)

Part 1.

» Section 1: The rights and equitable treatment of shareholders

* Section 2: Role of stakeholders in corporate governance

» Section 3: Disclosure and transparency
» Section 4: Responsibilities of the board

Part I1.

* Preface

» Sections 1 to 4 with additional guidance

» Appendix A: Reference to legal documents

e Appendix B: Terminologies

Part I11.

» Application guidance

e Appendix C: A sample reporting format

9
Draft Corporate Governance Code
{
Draft corporate governance code (August 31, 2016)
Preface General General General General
Principle 1 Principle 2 Principle 3 Principle 4
Background 1.1. Shareholder’ s 2.1. Code of conduct | 3.1. Disclosure of 4.1. Relations with Shareholders
right material 4.2.- 4.3. Risk management and
information internal control
Principles-based 1.2. Shareholders 2.2.-23. 3.2. Fair disclosure | 4.4. Corporate culture
approach meeting Whistleblowing 3.3. Strategic 4.5. Independent non-executive
investors director
Comply (Apply) or 1.3. Equality 2.4. ESG matters 3.4. Narrative R4.6. Specialized committee
explain explanation 4.7.-4.8. Effective board — board
diversity
How to adopt the 1.4.Related-party 3.5. Disclosure of 4.9. Transparent procedure for a
Code transactions risks new director appointment
The Board 1.5. Minority 3.6. Internal 4.10. Sufficient time allocation
shareholders controls 4.11. Separation of chairman/CEO
Structure of this 1.6. — 1.7. Relations 3.7. External 4.12. Effective operation
document with shareholders auditor R4.13. Board evaluation
Corporate R3.8. Disclosure in R.4.14. Succession planning
governance report English 4.15.-4.16. Remuneration
Listed companies R3.9. Audit of R4.17. Claw-back provision
financial statements | R4.18. Remuneration disclosure
Post R3.10. Disclosure of | R4.19. Pay ratio disclosure
implementation individual director’s | 4.20.-4.21. Training
review appointment R4.22. D&O Insurance
Note: Items with “R” denote “Recommendations” and not “Principles” within the Code. 10
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{ -
Preface: What is “corporate governance”?

Corporate governance (CG) is the system by
which enterprises are directed and )
controlled.

Corporate governance provides the structure
through which the objectives of the
enterprises are set, and the means of
attaining those objectives and monitoring
performance are determined.

The purpose of corporate governance is to
facilitate effective management that can /
deliver the long-term success and
performance of the enterprise.

Board of directors or equivalent are
responsible for the governance of -
their enterprises.

N

CG is not just
“managing the
company” or “internal
controls.”

“Long-term sustainability”

CG is focusing on the

(not a “short-term” profit).

RN

plays an important role

“Board of directors”
in the good CG.

11
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{
Preface: Principles-based approach

SCIC’s portfolio companies vary in —

Size (charter capital, revenue, total assets, net assets, the number of

employees, etc.)

Organizational structure (e.g. single-tier, two-tier board system) and

management style

Industry sector, business model and complexity of operation

Risk profile and other attributions
SCIC’s ownership %
SCIC’s investment categories (Al, A2, B1, B2)

should be allowed.

No single set of rules can be applied to all portfolio
companies (“one size doesn’t fil all”); certain flexibility

— 133 —
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| Preface: Comply (Apply) or explain approach (1)

* Clarification of the terms

Comply 7/ tuan thu

* Follow the “hard-laws” without exception

Apply /7 ap dung

» Follow a principle within the corporate
governance code or any other “soft-laws”

Adopt / Str dung

» Follow/Implement the entire corporate
governance code as an internal policy

13

Draft Corporate Governance Code

| Preface: Comply (Apply) or explain approach (2)

It provides flexibility in adopting the CGC.
<Example>
Principle 2.1. requires implementation of a code of conduct.

If an enterprise has already implemented the code of conduct, then, the
enterprise is applying the Principle 2.1.

If an enterprise does not have a code of conduct in place, the enterprise
should explain the reasons why. It could be either -

* The enterprise believes that the code of conduct is not necessary
because it has other measures (need to explain further) to achieve
the same outcome; or

» The enterprise believes that the code of conduct is beneficial so it is
going to implement in near future (by specifying the timeline).

14
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[
Preface: Three-tier structure

[ General ] I:Iilgh Iet\;e:-and conce-ptuzll.sc) -
.. portfolio companies are subject to
P”nC|p|eS apply (no “explanation”).

_)[

Principles J

All portfolio companies are subject to use “apply or
explain” approach (= if the company does not apply,
then, the company should explain the reasons. )

—)[ Recommendations ]

Best practice examples for Al and A2 group
portfolio companies (or large* or public
non-portfolio companies).

Not subject to “apply or explain” approach.

* “Large” companies are defined in the CGC based on
the definition by the Law on Enterprise.

15

3-1-8
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| Preface: How to adopt the CGC by each group of
portfolio companies

Al and A2

Code Component

General Principles

Principles

Recommendations

Large or public
companies

Apply

Apply or
Explain

Recommended
to apply

Reference only

SCIC’s portfolio companies (Note)

Bl B2
Not large,
non-public Smaller companies
companies
Apply Apply
Apply_or Reference only
Explain

Reference only

Note: When a company determines how to adopt the CGC, consider the size and structure of the
company, complexity of the business,

— 135 —
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[
Terminology - The Board (Two-tier system)
Traditional model in Vietham

[ General Shareholders’ Meeting ]

Members of the Board of Directors and Supervisory
Board are elected at the shareholders’ meeting

% Supervisory Board* k % Board of Directors %

Supervising activities of the BOD Management function relating to
and Management, as well as —)the business operation
financial situation

Legal responsibilities stipulated in the LOE

Legal responsibilities stipulated in the LOE
* English translation may be l

“Inspection Committee” in some

literature. l
4[ Management ]7

Execution of day-to-day business activities and
lower level decision making

17

Draft Corporate Governance Code

| Terminology - The Board (Single-tier system)
Global standard/Newly introduced by LOE

[ General Shareholders’ Meeting ]

Highest decision making body

l Directors are elected at the shareholders’ meeting

— Board of Directors —

Oversight of the management

- Legal responsibilities stipulated in the LOE

- Setting the long-term strategic direction of the enterprise

- Members of board of directors (BOD) include:
»  Executive directors (CEO, CFO, etc.), Non-executive directors (NED)
*« Independent non-executive directors

[ Management ]

Execution of day-to-day business activities and lower level
decision making

“Senior Management” includes CEO, CFO, COO and other C-suites.

18
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[

Section 1:
The right and equitable treatment of shareholders

General Principle 1.

Enterprises should take necessary measure to protect and facilitate the exercise of
shareholders’ rights and ensure the equitable treatment of all shareholders, including
minority and foreign shareholders. All shareholders should have the opportunity to
obtain effective remediation for violation of their rights.

1.1 Shareholders should be sufficiently and timely informed and have the right to approve relevant
decisions

1.2 Shareholders should have the opportunity to vote in general shareholders meeting (GSM)

1.3 All shareholders of the series of a class should be treated equally

1.4 Related-party transactions The OECD Principles 2015 says, “The

1.5 Minority shareholders should be protected corporate governance framework should
protect and facilitate the exercise of

1.6 Enterprise’s policy on constructive dialogue with shareholders | shareholders’ rights and ensure the

. . equitable treatment of all shareholders,
1.7 Relations with shareholders including minority and foreign
shareholders. All shareholders should
have the opportunity to obtain effective
redress for violation of their rights.”

19

Draft Corporate Governance Code

[

3-1-10

Section 2:
Role of stakeholders in corporate governance

General Principle 2.

Enterprises should fully recognize that appropriate cooperation with the stakeholders
other than shareholders, is indispensable in achieving sustainable growth and increasing
corporate value over the mid- to long-term.

2.1 Code of conduct
2.2 Whistleblowing - framework
2.3 Whistleblowing - point of contact

2.4 ESG matters - Environmental, social and governance matters/Sustainability
issues

20
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Principle 2.1. Code of conduct

| Code of conduct

* Many companies have already implemented its own Code of
Conduct for all employees/management. Some companies have
different contents of the code of conduct for different group of
people (e.g. finance/accounting department, executive directors)

« Continuous monitoring of its effectiveness and adherence by all
employees is important.

e Does your company:

Provide training sessions for code of conduct?

Perform annual compliance confirmation?

Has mechanism through which any violation is timely reported?

Has internal policy for disciplinary actions?

21

Principle 2.4. ESG matters

I . .
Environment, social and governance (ESG)
Provide enterprise’s future sustainability information

Financial Information Non-financial information
 Financial statements e Strategy

 Note disclosures e Corporate governance

e Audit Report » Board of Directors

e Committees

e Senior Management
e Environmental matters
« Social responsibilities

Provide historical results of an Provide more information as to long-

enterprise’s financial performance term sustainability and growth
potential of an enterprise

Also provide potential risk profile of an
enterprise

22
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[

Section 3:
Disclosure and transparency

General Principle 3.

Enterprises should make appropriate information disclosure in compliance with the
relevant laws and regulations. Enterprises should also try to actively provide
information beyond those required by laws, which includes both financial and non-
financial information such as business strategies, business issues, risks and governance
matters. The board should recognize that disclosed information should be accurate,

clear and concise so that it will serve as the basis for constructive dialogue with
shareholders.

3.1 Disclosure of material information 3.7 External auditor

3.2 Fair disclosure R3.8 Disclosure in English

3.3 Strategic investors R3.9 Audit of annual financial statements

3.4 Narrative explanation R3.10 Disclosure of individual nomination and
3.5 Disclosure of risks appointment of directors

3.6 Internal controls

23

Draft Corporate Governance Code

[

3-1-12

Section 4:
Responsibilities of the board

General Principle 4.

(1) The board should be responsible for monitoring management performance and
achieving an adequate return for shareholders, while preventing conflicts of interest
and balancing competing demands on the enterprise.

In order to fulfil their responsibilities, the board should be able to exercise objective
and independent judgment.

(2) The board should be responsible to oversee the risk management system and
systems designed to ensure that the enterprise is in compliance with applicable laws and
regulations, while determining the nature and extent of the principal risks it is
willing to take in achieving its strategic objectives.

(3) The board is not only accountable to the company and its shareholders but also has
a duty to act in their (=the enterprise and its shareholders’) best interests. In addition,
the board is expected to take due regard of, and deal fairly with, other stakeholder
interests including those of employees, creditors, customers, suppliers and local

communities. Observance of environmental and social standards is relevant in this
context.

In order to fulfil their responsibilities, board members should have access to accurate,
relevant and timely information.

24
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[

General Principle 4.(1)
Responsibilities, Objective and independent judgment

4.1 Relations with shareholders

4.5 Independent non-executive director

R4.6 Specialized committee

4.7 Board diversity — skills, experiences

4.8 Board composition — executive vs. non-executive, independent directors
4.9 Transparent procedures in appointment of new directors

4.10 Sufficient time allocation and commitment by each director

4.11 Separation of chairman and CEO

4.12 Effective operation of the board

R4.13 Board evaluation

25

Principle 4.6. Specialized committee

[

Specialized committee
Audit committee

e Audit committee is not same as “supervisory board” in Vietnam

e Audit committee members are all board of directors and usually all members have
certain level of accounting/auditing experiences or knowledge (e.g. Sometimes

described as “financial literacy”, “financial sophistication”, “financial expert” in
English)

e Many jurisdictions in the world requires Audit Committee within the Board

*  Some of the responsibilities include:

ﬂssist the Board of Directors in its oversight of: \

¢ The integrity and audit of the company’s financial statements,

*  The company’s accounting, financial reporting and disclosure processes and
the adequacy of the systems of disclosure and internal control established by
management,

*  Processes established by management to provide compliance with legal and
regulatory requirements,

«  The independent auditor’s qualifications, performance and independence,

K e The performance of the company’s internal audit function.

26
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General Principle 4.(2)

4.2 Risk management and internal control
4.3 Internal audit function

4.4 Corporate culture

R4.14 Succession planning for key executives

R4.17 Claw-back provision
R4.18 Remuneration disclosures
R4.19 Pay Ratio disclosure

Risk management and risk taking

4.15 Executive directors’ remuneration — design

27

Principle 4.15. Executive directors’ remuneration

Variable
compensation
should be linked to
an enterprise’s

Long-term success

mid-to-long-term
performance, not a
single-year profit

| . . : . .
Executive directors’ remuneration - Design

Fixed

compensation
would not provide
incentives, but it
ensures
maintaining
current business
actiavities as they
are
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| General Principle 4.(3)

Accountability

4.20 Director training
4.21 Director training — chairman’s duty
R4.22 D&O insurance

29

Principle 4.23. D & O Insurance

{
D&O Insurance
Adequate coverage

« D&O insurance is a liability insurance to cover indemnification for losses or defense
costs in the cases where directors and officers suffer losses from a legal action brought
against any acts in their capacity as directors and officers. The enterprise should
arrange appropriate insurance coverage in respect of such legal actions against its
directors or officers if General Shareholder Meeting approves.

» However, D&O insurance coverage should not allow directors or officers to act without
due care (moral hazard); the terms of the insurance policy should be examined
carefully.

« Shareholders should be informed of the terms of the D&O insurance
policy including deductible amount and reason of why such amount is set
at an appropriate level.

30
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{
Application Guidance
Corporate governance report — Appendix C

Corporate Governance Report <Sample Only> At minimum, an enterprise is

expected to describe the
structure (single tier or two tier
model), and general policy of
the corporate governance here.

To: The shareholders

Name of the company

Head office address: Telephone: Fax:  Email:
Charter capital:

Securities code (if available):

I. Overview of the Enterprise’s corporate governance policy/framework™

Narrative explanation of the Enterprise’s corporate governance policy and framework. (

An enterprise is expected to

II. Corporate Governance Statement™ state that it has been applying

Statement that the Enterprise applies the Corporate Governance Code (CGC) and whether the which part(s) Of the CGC an_d
Enterprise does not apply any specific Principle or Principles as of the specified date. whether there is any unapplied
If an enterprise is categorized as a “smaller enterprise” subject to certain exemption (i.e. ;//\prl ne p|9(5)

applies only General Principles) for the purpose of applying the CGC, the enterprise is expected
to state so here.

If an enterprise is categorized as a “smaller enterprise” but decided to apply the entire CGC
without exemption (i.e. applies both General Principles and Principles), the enterprise is Ve

expected to state so here. An enterprise is expected to
explain why particular
principle(s) cannot be applied

T\by the enterprise.

III. Explanation of reason for non-application of CGC*

No. Principle #/ CGC Explanation of reasons/rationale why the Enterprise does
Requirament not apply specific Principle of the CGC

31

Draft Application Guidance

{
Application Guidance
Corporate governance report — Appendix C
V. Explanation of how the Enterprise applies CGC

Corporate Governance Report <Sample Only>

To: The shareholders

Name of the company

Head office address: Telephone: Fax: Email:
Charter capital:

Securities code (if available):

L Overview of the Enterprise’s corporate governance policy/framework*
IT. Corporate Governance Statement*
III. Explanation of reason for non-application of CGCH

Iv. Explanation of how the Enterprise applies CGC*

No. Principle #/ CGC Explanation of how the Enterprise complies with a specific

Requirement Principle of the CGC (If the Enterprise disclose the same

information in other report such as Annual Report, cross-
reference to the other report)

32
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Post implementation review (PIR) and continuous

updates

Note that this PIR process is NOT

is not a goal but a starting point of further
improvement and enhancement of the

SCIC

Developing the Corporate Governance Code

governance of enterprises in the portfolio of

included in the current Project.

y

y

Monitoring of
adherence of the
Code

After an initial
year of adoption,
follow-up
system should
be in place

Improvements
in application

Monitoring of
disclosure
accuracy and
completeness

Each enterprise is responsible for
continuous improvements and
enhancements of its own corporate
governance.

SCIC is also responsible for monitoring of
each enterprise governance structure and its
operation

Possible revision
of the Code

>~

33

‘Thank YOUl.

© 2016 PwC. All rights reserved.

PwC refers to the PwC Network and/or one or more of its member firms, each of which is a

separate legal entity. Please see www.pwc.com/structure for further details.

This content is for general information purposes only, and should not be used as a substitute

for consultation with professional advisors.
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Corporate Governance Code for SCIC’s Portfolio Companies
(Final Draft as of 31 October 2016)

Introduction*

PricewaterhouseCoopers Aarata LLC (PwC) has engaged with the Japan International
Cooperation Agency (JICA) to support the State Capital Investment Corporation (SCIC) in
developing a draft corporate governance code (CGC) to be applied to the SCIC’s portfolio
companies together with its application guidance by the end of September 2016. The draft
CGC and its application guideline are to be incorporated into the SCIC's internal
documentation after approval by the SCIC management. Detailed timelines, procedures
and tasks are described in a separate work-plan dated November 30, 2015 and subsequent

revisions thereon.

The draft CGC for the SCIC’s portfolio companies is based on the G20/0OECD Principles of
Corporate Governance — OECD Report to G20 Finance Ministers and Central Bank
Governors (September 2015) (the “OECD Principles 2015”).  Although the OECD
Principles 2015 mainly focuses on publicly traded companies both in financial and non-
financial sectors, PwC believes that it is beneficial for the SCIC to use the OECD Principles
2015 as a basis to better manage its non-public portfolio companies that are going to be
divested in the near future or those portfolio companies that SCIC intends to hold for a
longer-period of time regardless of public or non-public classification. The OECD
Principles 2015 and previous versions have been widely used as a benchmark by individual

jurisdictions around the world.

The draft CGC (Sections 1 - 4) was prepared for discussions with the SCIC’s Corporate
Governance Task Force (TF) members. The first draft was prepared on November 16, 2015
and has been revised several times to reflect comments provided by the TF members and
other department heads. The second draft includes the commentary section to explain
some of the code principles, application guidance to reflect comments received through to
December 25, 2015, as well as certain clarifications of terms such as “comply”, “apply” and
“adopt” identified at a meeting between the SCIC TF members and PwC consultants on April
15, 2016. Some of the comments received from the SCIC TF members through to May 27,
2016 have been reflected in the third draft (for pilot testing) but others have not. The
comments that are not reflected in the third draft are to be discussed further among SCIC,
JICA and PwC consultants as part of the pilot project.
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The third draft of CGC was further revised as a result of the pilot testing in August 2016 to
reflect the suggestions from two pilot companies. The major revisions include the
following:
* Clarification between Principle or Recommendation;
* Reclassification from Principle to Recommendation (Pay Ratio Disclosure,
D&O Insurance);
* Additional guidance as commentary for new concepts/principles;
* Additional example of “corporate governance report” as part of the application
guidance; and
* Formatting changes (three parts: Part I, Part Il and Part I11)
In addition to the above revisions, the current version has been modified to reflect
suggestions from the TF members in the areas as follows:
e Application matrix has been modified to be in line with the existing four
categories of portfolio companies (Al, A2, B1 and B2)
* Identified mandatory disclosure items regardless of “apply” or “explain” in the
corporate governance report.
Finally, Part I of the revised draft was reviewed by a legal expert for consistency with the
Vietnamese laws & regulations.
We appreciated SCIC’s two portfolio companies for their active participation to the
application tests (pilot testing) and input to the draft CGC. We also thank SCIC's TF
members for their continued efforts to refine the draft CGC and its application guidance.
31 October 2016
PricewaterhouseCoopers Aarata LLC

*:  Note that this introduction is not a part of the Draft CGC.
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Part I. Corporate governance code

1.

The rights and equitable treatment of shareholders

General Principle 1.

Enterprises should take necessary measures to protect and facilitate the exercising of
shareholders’ rights and ensure the equitable treatment of all shareholders, including
minority and foreign shareholders. All shareholders should have the opportunity to obtain

effective remediation for violation of their rights.

Shareholder’s right

Principle 1.1

1.1

Shareholders should be informed in a sufficient and timely manner, and the
shareholders with voting rights have the right to approve, or participate in, decisions
concerning fundamental corporate changes such as; 1) amendments to the statutes,
or articles of incorporation or similar governing documents of the enterprise; 2) the
authorisation of additional shares; 3) the election, removal, or dismissal of the
members of Board of Directors or members of Supervisory Board (Inspection
Committee); and 4) extraordinary transactions, including investment decisions
valued 35% or more of the total value of the enterprise’s assets and the transfer of all

or substantially all assets that in effect result in the sale of the enterprise.

Shareholders’ meeting

Principle 1.2

1.2.

3-2-4

Shareholders with voting rights should have the opportunity to participate effectively
and vote in general shareholders’ meetings and should be informed of the rules,
including voting procedures, that govern general shareholders’ meetings:

* Shareholders should be furnished with sufficient information on a timely basis
concerning the date, location and agenda of general meetings, as well as full
disclosure regarding the issues to be decided at the meeting on a timely basis.

*  Processes and procedures for general shareholders’ meetings should allow for
equitable treatment of all shareholders. Enterprise procedures should not
make it unduly difficult or expensive to cast votes.

* Shareholders with appropriate rights should have the opportunity to ask
guestions to board of directors and supervisory board, including questions
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relating to the annual external audit, to place items on the agenda of general
meetings, and to propose resolutions, subject to reasonable limitations.

e Say-on-pay: Shareholders with appropriate rights should have the
opportunity to participate in key corporate governance decisions, such as the
nomination and election of board of directors and supervisory board members.
Shareholders should be able to make their views known, including through votes
at shareholders’ meetings, on the remuneration of board of directors,
supervisory board members and key executives, as applicable. The equity
component of compensation schemes for board of directors, supervisory board

members and employees must be subject to shareholder approval.

Shareholders’ rights - equality

Principle 1.3

1.3. All shareholders of the same series of a class should be treated equally. Capital
structures and arrangements that enable certain shareholders to obtain a degree of
influence or control disproportionate to their equity ownership should be disclosed.

* Within any series of a class, all shares should carry the same rights. All
investors should be able to obtain information about the rights attached to all
series and classes of shares before they purchase. Any changes in economic or
voting rights should be subject to approval by those classes of shares which are
negatively affected, in addition to the general shareholders meeting’s approval.

* Thedisclosure of capital structures and control arrangements should be required.

Related-party transactions

Principle 1.4

1.4. Related-party transactions should be approved and conducted in a manner that
ensures proper management of any potential conflict of interest and protects the
interest of the enterprise and its shareholders. “Related-party” or “related person”
is defined by existing laws and regulations including accounting standards (VAS 26)
differently. The enterprise should consider disclosing related-party transactions
beyond the requirements by other laws, regulations and accounting
standards, taking into account the enterprise’s specific situations. For example,
the enterprise may consider disclosing their internal rule of approving and disclosing
related-party transactions. The enterprise may also consider disclosing employment

of family members of key executives.
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Conflicts of interest inherent in related-party transactions should be addressed,
and

Members of the board of directors and the supervisory board as well as key
executives should be required to disclose to the board of directors whether they,
directly, indirectly or on behalf of third parties, have a material interest in any

transaction or matter directly affecting the corporation.

Minority shareholders

Principle 1.5

1.5. Minority shareholders should be protected from abusive actions by, or which are in

the interest of, controlling shareholders acting either directly or indirectly, and should

have effective means of redress. Abusive self-dealing should be prohibited.

Relations with shareholders

Principle 1.6

1.6. Enterprises’ policies for promoting constructive dialogue with shareholders should

include but are not limited to the following:

Appointing a senior management or a director who is responsible for overseeing
that constructive dialogue takes place;

Measures to ensure positive cooperation among relevant departments within the
enterprises (e.g. investor relations, corporate strategic planning, finance &
accounting and legal departments) to support such dialogue;

Measures to take necessary action to share views and concerns from
shareholders with senior management, board of directors and supervisory board
of the enterprises, and

Measures to control insider information when engaging in such dialogue.

Principle 1.7

1.7. Enterprises should engage in constructive dialogue with shareholders including

institutional investors and both domestic and foreign strategic investors, outside of

the general shareholders’ meetings to contribute to sustainable growth and the

increase of corporate value over the mid- to long-term. Constructive dialogue would

be facilitating mutual understanding, building trust and confidence, as well as

promoting value adding communications.

3-2-6
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2. Role of stakeholders in corporate governance

General Principle 2.
Enterprises should fully recognize that appropriate cooperation with the stakeholders other
than shareholders is indispensable in achieving sustainable growth and increasing

corporate value over the mid- to long-term.

Code of conduct

Principle 2.1

2.1 Enterprises should implement a code of conduct for employees in order to express
their values with respect to appropriate cooperation with and serving the interests of
stakeholders and carrying out sound and ethical business activities including anti-
bribery and corruption measures. Board of directors and supervisory board should
have measures to help employees understand and apply the code of conduct. For
large enterprises with a number of subsidiaries, board of directors and supervisory
board of the parent enterprise should be also responsible for adherence to the code of

conduct by subsidiaries’ employees.

Whistleblowing

Principle 2.2

2.2 Enterprises should establish an appropriate framework for whistleblowing such that
employees can report illegal or inappropriate behaviour, disclosures, or any other
serious concerns without fear of suffering from disadvantageous treatment. The
framework should allow for an objective assessment and appropriate response to the
reported issues, and board of directors and supervisory board should be responsible

for both establishing this framework, and ensuring and monitoring its enforcement.

Principle 2.3

2.3 Enterprises should establish a point of contact that is independent from the
management. In addition, rules should be established to secure the confidentiality
of the information provider and prohibit any disadvantageous treatment. A point of

contact could be the third party legal counsel or any other independent bodies.
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Environmental, social and governance (ESG) matters

Principle 2.4

2.4 Enterprises should take appropriate measures to address sustainability issues,
including environmental, social and governance matters. With the recognition that
dealing with sustainability issues is an important element of risk management, board
of directors and supervisory board should take appropriate actions to this end.
Board of directors and supervisory board are also responsible for maintaining and
improving corporate governance set forth in this Code.

3. Disclosure and transparency

General Principle 3.

Enterprises should make appropriate information disclosure in compliance with the
relevant laws and regulations. Enterprises should also try to actively provide information
beyond those required by laws, which includes both financial and non-financial information
such as business strategies, business issues, risks and governance matters.

Board of directors and supervisory board should recognize that disclosed information
should be accurate, clear and concise so that it will serve as the basis for constructive

dialogue with shareholders.

Disclosure of material information
Principle 3.1
3.1 Disclosures should include, but not be limited to, material information on:

(i)  The financial and operating results of the enterprise;

(ii)  Enterprise objectives and non-financial information;

(iii) Major share ownership, including beneficial owners, and voting rights;

(iv) Remuneration of the members of board of directors and supervisory board, and
key executives;

(v) Information about members of board of directors and supervisory board,
including their qualifications, the selection process, other enterprise directorships
and whether they are regarded as independent by board of directors;

(vi) Related-party (broader concept than “related person”) transactions;

(vii) Foreseeable risk factors;

(viii) Issues regarding employees and other stakeholders;
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(ix) Governance structures and policies, including the content of any corporate
governance code or policy and the process by which it is implemented, and
(x) Explanation of the independence of the external auditor including duration of audit
contract with current auditor (i.e. year of renewal), and audit fees to indirectly

prove the quality of audit.

These items above are required to disclose by other laws or regulations. However,
an enterprise should consider disclosing the additional information relevant to the
enterprise’s stakeholders voluntarily so that the stakeholders, shareholders in

particular, could understand the enterprise more clearly.

Fair disclosure

Principle 3.2

3.2 Channels for disseminating information should provide for equal, timely and cost-
efficient access to relevant information by users. An enterprise should be aware of
the fair disclosure concept and should not provide particular material information

only to a selected group of people.

Principle 3.3

3.3 An enterprise should distinguish strategic investors from other investors in a way
where a strategic investor obtains information from the enterprise within a capacity
of the enterprise management. Although a strategic investor’s legal rights and
obligations are generally balanced, an enterprise should consider fair balance between

their rights and obligations.

Narrative explanation

Principle 3.4

3.4 Board of directors and supervisory board should ensure that the disclosed
information is not “boiler-plated” but as enterprise specific as much as possible with
sufficient detail so that the information adds value to investors. A “boiler-plate”
disclosure does not provide meaningful information to users; it could be too generic
or it could be copied from another enterprise’s disclosure and does not tell their own
stories but another enterprise’s.
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Disclosure of risks

Principle 3.5

3.5 Anenterprise should disclose its overall exposure of risk and link it to its strategy and
the business model, and explain how significant risks are mitigated. In addition, the

enterprise should explain how its risk exposure changes over time.

Internal controls

Principle 3.6

3.6 Anenterprise should disclose and explain its design and operating effectiveness of its
internal control system over financial reporting and disclose necessary information to

its shareholders.

External auditor

Principle 3.7

3.7 An enterprise and its external auditor should recognize the responsibilities that the
external auditor owes towards shareholders and investors, and take appropriate steps
to secure the proper execution of audits of the enterprise’s financial statements. To
secure the proper execution of audits, enterprises should engage with auditors soon
after their election at the general shareholders’ meeting so that the auditors have

sufficient time to perform the effective and efficient audits.

Disclosure in English

Recommendation 3.8

3.8 Itis recommended for certain large enterprises that such enterprises should consider
disclosing information in English on a timely basis in addition to Vietnamese to

facilitate decision useful information to foreign investors.

Timely audit of financial statements
Recommendation 3.9
3.9 Itis recommended that the annual financial statements should be audited in a timely

manner.
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Recommendation 3.10

3.10 It is recommended that explanations with respect to the individual appointments,
reappointments and nominations of the members of board of directors and
supervisory board should be based on policies and procedures of board of directors

and supervisory board, respectively, should be disclosed.

4. Responsibilities of the board of directors

General Principle 4.

(1) Board of directors should be responsible for monitoring management performance and
achieving an adequate return for shareholders, while preventing conflicts of interest
and balancing competing demands on the enterprise. In order to fulfil their
responsibilities, board of directors should be able to exercise objective and independent
judgement.

(2) Board of directors should be responsible in overseeing the risk management system and
systems designed to ensure that the enterprise is in compliance with applicable laws
and regulations, while determining the nature and extent of the principal risks it is
willing to take in achieving its strategic objectives.

(3) Board of directors is not only accountable to the enterprise and its shareholders but
also has a duty to act in their (i.e. the enterprise and its shareholders’) best interests.
In addition, board of directors is expected to take due regard of, and deal fairly with,
other stakeholder interests including those of employees, creditors, customers,
suppliers and local communities. Observance of environmental and social standards
is relevant in this context.

(4) Inorder to fulfil their responsibilities, board of directors should have access to accurate

and relevant information on a timely basis.

Relations with shareholders

Principle 4.1

4.1 There should be a dialogue with shareholders based on the mutual understanding of
objectives. Board of directors as a whole has responsibility for ensuring that a
satisfactory dialogue with shareholders takes place. Board of directors should use
the general shareholders’ meetings to communicate with investors and to encourage

their participation.
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Risk management and internal control

Principle 4.2

4.2

Enterprises should robustly assess their principal risks and explain how they are being
managed or mitigated, and monitor their risk management and internal control

systems including internal audit function.

Principle 4.3

4.3

Board of directors and supervisory board should ensure that the internal audit
function evaluates and contributes to the improvement of governance, risk

management, and control processes using a systematic and disciplined approach.

Corporate culture

Principle 4.4

4.4

One of the key roles for board of directors includes establishing the culture, values
and ethics of the enterprise. It is important that board of directors sets the correct
“tone at the top.” Board of directors should lead by example and ensure that good
standards of behaviour permeate throughout all levels of the organisation. This will
help prevent misconduct, unethical practices and support the delivery of long-term

Success.

Independent non-executive directors

Principle 4.5

4.5

Board of directors should be able to exercise objective independent judgement on
corporate affairs by assigning a sufficient number of independent non-executive
directors being capable of exercising independent judgement to tasks where there is
potential for conflict of interest. Examples of such key responsibilities are ensuring
the integrity of financial and non-financial reporting, the review of related-party
transactions, nomination of board of directors and key executives, and board of

directors’ remuneration.

Specialised committees

Recommendation 4.6

4.6

3-2-12

Board of directors should consider setting up specialised committees to support the
full board of directors in performing its functions, particularly with respect to audit,
nominations, and, depending upon the enterprise’s size and risk profile, with respect

to risk management and remuneration. When committees of board of directors are
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established, their mandate, composition and working procedures should be well

defined and disclosed by board of directors.

Effective board of directors — diversity

Principle 4.7

4.7 Board of directors and its committees should have the appropriate balance of skills,
experience, independence and knowledge of the enterprise to enable them to

discharge their respective duties and responsibilities effectively.

Principle 4.8

4.8 Board of directors should include an appropriate combination of executive and non-
executive directors (and, in particular, independent non-executive directors) such
that no individual or small group of individuals can dominate board of directors’

decision taking.

Transparent procedure for a new director appointment
Principle 4.9
4.9 Board of directors should ensure that there is a formal and transparent procedure for

the appointment of new directors.

Sufficient time allocation

Principle 4.10

4.10 All directors should be able to allocate sufficient time to the enterprise to discharge
their responsibilities effectively.

Separation of the chairman and CEO

Principle 4.11

4.11 Achairman of board of directors and a General Director (or CEO) should be separated.
No single person shall hold the two positions simultaneously because these two roles

have different responsibilities.

Effective operation of board of directors

Principle 4.12

4.12 Anenterprise should consider establishing an effective supporting structure for board
of directors. Under the direction of chairman of the board of directors, the

supporting structure ensures sufficient and effective information flows within board
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of directors including non-executive directors, its committees and senior
management. The supporting function should facilitate induction training
programs for the new members of board of directors and assist them with professional

development programs as needed.

Board of directors’ evaluation

Recommendation 4.13

4.13 The board of directors should undertake a formal and rigorous annual evaluation of
its own performance. The objective of the annual performance evaluation is to
assess the effectiveness and efficiency of board of directors. A summary of the

assessment should be disclosed.

Succession planning

Recommendation 4.14

4.14 Based on the enterprise objectives, such as business principles, and specific business
strategies, the board of directors should engage in the appropriate oversight of

succession planning for the CEO and other key executives.

Remuneration

Principle 4.15

4.15 The board of directors should ensure that the enterprise has a formal and transparent
procedure for developing a policy on executive remuneration and for fixing the
remuneration packages of individual directors. No director should be involved in

deciding his or her own remuneration.

Principle 4.16

4.16 The board of directors should ensure that the enterprise’s executive directors’
remuneration is designed to promote the long-term success of the enterprise.
Performance-related elements should be transparent, stretching and rigorously

applied.

Clawback provision

Recommendation 4.17

4.17 When part of the executive directors’ remuneration (incentive-based compensation)
is linked to the enterprise’s financial performance (e.g. EBITDA) and when such

financial performance measurement is revised or restated as a result of errors or
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misconducts found by external audit or any other regulatory proceedings, the
enterprise should have the right to reclaim the excess amount of the incentive-based
compensation that had been paid. The clawback provision may be included in the

employment agreement or any other arrangements.

Remuneration disclosure
Recommendation 4.18
4.18 Remuneration for each member of the board of directors and key executives should

be disclosed in sufficient detail.

Pay ratio disclosure
Recommendation 4.19
4.19 The enterprise should consider disclosing the following information in addition to
other remuneration related disclosures:
* The median of the annual total compensation of all employees other than the
chief executive officer;
* The annual total compensation of the chief executive officer; and
*  The ratio of these amounts.

Training
Principle 4.20
4.20 All directors and supervisory board members should receive induction training upon

joining the boards, and should regularly update and refresh their skills and knowledge.

Principle 4.21

4.21 The chairman of the board should ensure that the directors and supervisory board
members continually update their skills and the knowledge and familiarity with the
enterprise required to fulfil their roles as directors on board and board committees.
The enterprise should provide the necessary resources for developing and updating

its directors’ and supervisory board members’ knowledge and capabilities.

Directors’ and officers’ liability insurance (D&O insurance)

Recommendation 4.22

4.22 D&O insurance is liability insurance to cover indemnification for losses or defence
costs in the cases where directors and officers suffer losses from a legal action brought

against any acts in their capacity as directors and officers. The enterprise should
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arrange appropriate insurance coverage with respect to such legal actions against its
directors or officers if the general shareholders’ meeting approves. However, D&O
insurance coverage should not allow directors or officers to act without due care
(moral hazard); the terms of the insurance policy should be examined carefully.
Shareholders should be informed of the terms of the D&O insurance policy including

deductible amount and reason of why such amount is set at an appropriate level.
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Part Il. Corporate governance code with additional guidance

Corporate Governance Code
For SCIC’s Portfolio Companies
(Final Draft as of 31 October 2016)

Preface

Background

Corporate governance is the system by which enterprises are directed and controlled.
Corporate governance provides the structure through which the objectives of the enterprise
are set, and the means of attaining those objectives and monitoring performance are
determined. The purpose of corporate governance is to facilitate effective management
that can deliver the long-term success and performance of the enterprise. Board of
directors or equivalent are responsible for the governance of their enterprises. If an
enterprise or a country tries to obtain the full benefits of the global capital market, and if
they are to attract long-term “patient” capital, corporate governance arrangements must be
credible, well understood across borders and adhere to internationally accepted principles.
Recently, Vietham has been one of the best performing equity markets across the world;
however, its market has been very volatile partly due to the large humber of domestic
individual investors who trade for short-term profit. In June 2015, the revised Decree 58
(amended by Decree 60 issued on 26 June 2015) was signed and certain foreign ownership
restrictions for Vietnamese listed equity, except for banking and other selected sectors, have
been lifted. As a result, increased foreign ownership of Vietnamese listed equity is
anticipated. Itis critical for SCIC and its portfolio companies to attract the right investors
who can provide their capital with an intention to hold with the longer-term perspective.
This is why SCIC needs to develop the corporate governance code (the “Code” or “CGC”) for
its portfolio companies and these portfolio companies are encouraged to voluntarily adopt
the Code.
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Principles-based approach

As SCIC’s portfolio companies vary in size (in terms of charter capital, revenue, total assets,
net assets, the number of employees) and other attributes such as organizational structure,
industry sector, business model, management style, risk profile and so on; it is often said
that “one size doesn’t fit all*.” To facilitate the general concept of corporate governance to
the wide variety of the portfolio companies, the Code adopts a “principles-based approach”
under which no formal rules are prescribed in detail; rather, ultimate objectives or expected
outcome are explained so that each enterprise has certain flexibility in selecting how to

attain the expected outcome.

Comply (Apply) or explain approach

The “comply or explain” approach is commonly used to principles-based corporate
governance codes in many countries. It is a foundation of flexibility and it has been
supported by both companies and shareholders. Under the “comply or explain” approach,
an alternative to the principles must be explained and justified under the circumstances if

strong governance can be achieved by other means.

In developing the Code in Vietnamese language, however, the word, “comply (in Viethamese
language, tudn tha)” suggests that enterprises “must follow” the rule without any exceptions
although the Code itself is not a set of hard laws that must be strictly complied with.
Therefore, in the following part of the Code, “apply” instead of “comply” is used when
describing the situation where an enterprise follows the General Principles, Principles

and/or Recommendations within the Code.

Some Principles in the Code might not be suitable for a certain enterprise, taking into
account its business model, size of the enterprise, management style or any other reasons.
In these circumstances, the enterprise should provide reasonable explanation of non-
application to the shareholders and other stakeholders. Non-application of a particular
Code principle does not mean a weak corporate governance. Instead, shareholders and
other stakeholders should carefully examine the reasons of non-application and assess
whether the enterprise’s explanation is reasonable or not. Reasonable and sufficient
explanations should result in constructive dialogue between the enterprise and its

stakeholders.

1 Inthis context, “size” does not mean the size of an enterprise but a variety of enterprise attributes.
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To evaluate an enterprise’s each explanation, SCIC, as a shareholder, should pay due regard
to the enterprise’s individual circumstances and bear in mind in particular the size and
complexity of the enterprise and the nature of the risks and challenges it faces.

It should be noted that when an enterprise’s “explanation” under the “apply or explain”
approach is not sufficient, SCIC should consider as a shareholder whether it should suggest
the potential deficiencies in the portfolio company’s corporate governance when exercising

the voting rights, given all the relevant circumstances.

How to adopt the Code

The Code specified General Principles, Principles and Recommendations. General
Principles are conceptual, high-level standards of good governance and aimed to be adopted
by all companies; while Principles are expected to be applied by companies other than
certain smaller ones using the “apply or explain” approach. Recommendations are the
best practice examples that could be referred to by all companies, and are not subject to the
“apply or explain” approach. In other words, the “General Principles” are expected to be
applied to all portfolio companies while the “Principles” are applicable to companies other
than Group B2 (or smaller companies). The “Recommendations” are expected to be
applied to Groups Al (or relatively large or public companies) and A2 (or not large, non-
public or not smaller companies). Groups Al, A2, Bl and B2 are defined by the SCIC to
categorize its portfolio companies.

Alternatively, when an enterprise other than SCIC’s portfolio companies wishes to use the
Code, “Large or Public companies,” “Not-large or non-public companies” and “Smaller
companies” are used to categorize the enterprise. A large company is defined for the
purpose of applying the Code as any enterprise with more than 300 employees or total
capital over 100 billion VND2. Smaller companies for the purpose of applying the Code are
defined as any enterprise with less than 50 employees or total capital less than 10 billion
VND?3,

2 These thresholds are in consistent with Article 3 of the Decree 56/2009/ND-CP. “Large-scale public
company” is defined in the Article 2, Clause 2 of the Circular 155/2015/TT-BTC; “a public enterprise with
the shareholder’s equity of at least VND 120 billion as mentioned in the latest audited annual financial
statements.”

3 These thresholds are in consistent with Article 3 of the Decree 56/2009/ND-CP. Total capital is the priority
criterion.
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The following table presents the relationship between the SCIC’s portfolio companies’ four

groups and how each group of four is expected to adopt each component of the Code:

SCIC’s portfolio company group

Al and A2 B1 B2
Code Component
Alt . Alternatively, Not .
ernatively, Large or - Alternatively, Smaller
Public companies g2, MBI 18 companies
P companies P
General Principles | Apply Apply Apply
Principles Apply or Explain Apply or Explain Reference only
Recommendations | Recommended to Reference only Reference only
apply
Each group is defined by SCIC as follows*:
e Group Al: Includes companies that SCIC will actively retain for long-term

investment.

Group A2: Includes companies where SCIC holds 100% of capital; has controlling
stakes or equity, and will privatize according to the Prime Minister’s guidelines.
Group Bl: Includes companies that need to be restructured to increase state
investment value before totally divesting. Companies in this group can also be
considered to maintain state holdings or invest more if they prove profitable before
divesture.

Group B2: Includes companies that need to be totally divested in the short-term.
These companies fall into the rest (not included in Group A and Bl). These are
small-sized, poorly-performing or loss-making companies with potential risks.
SCIC need to actively divest from these companies according to the plan of its Board

of Directors and does not invest more.

These groupings should be the basis when adopting the Code by SCIC’s portfolio companies.

In the situations where the Code is adopted or referred by enterprises other than the SCIC’s

portfolio companies, alternative classification method, for example, by size (large or small),

4 As of December 31, 2015, the total number of portfolio companies was 197; and portfolio book value was

VND 19,740 billion, according to the SCIC’s website. The definition of each group can be found at

http://www.scic.vn/english/index.php/investment/16-investment/portfolio.html
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by public or non-public, by complexity of business, and other attributes that would

potentially affect the enterprise’s corporate governance model may be considered.

The Board (the board of directors and/or supervisory board)

The term the “Board (either “Board of Directors” or “Supervisory Board,” or both) as used
in the Code is meant to embrace the different models of organizational structures. In the
typical two-tier system, the “Board” as used in the Code refers to the “Board of Directors”
and “Supervisory Board.” In the cases of single-tier system, which is introduced by the
revised Law on Enterprises (LOE), the “Board” as used in the Code refers to the “Board of

Directors.”

Entities other than joint-stock companies may use the Code as a reference material. In
such case, the term the “Board” and “key executives” should be replaced by other terms used
in respective organization structure. The Code is, however, written for the use by the joint
stock companies (JSC) as defined by the Law on Enterprise (LOE).

There are variations of English translations of Vietnamese laws and regulations, where
specific terminologies are translated differently. For the purpose of developing the Code
and its application guidance, the Vietnamese term, “Héi d6ng Quan tri,” is translated into
English as “Board of Directors” although some literatures use the English translation of
“Board of Management.” Similarly, the Vietnamese term, “Ban kiém soat” is translated
into English as “Supervisory Board” although some literatures use the English translation
of “Inspection Committee.” Appendix B presents some of the key terminologies and

definitions both in Vietnamese and English.

Structure of this document

Part | of this document consists of the four sections of the Code without any guidance and
Part 11 consists of the four sections of the Code and additional guidance (reference to legal
requirements, OECD Principles, and commentary) as follows:

Part I: Corporate governance code

Each of the four sections has:
*  General principles
*  Principles
* Recommendations

Part 11: Corporate governance code with additional guidance

Each of the four sections has:
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*  General principles
» Notes from OECD Principles 2015
*  Principles/Recommendations
» Commentary
» Requirements under Vietnamese laws and regulations
Appendix A:  Reference to legal documents
Appendix B: Definitions and terminologies

Part 111: Application guidance

Application guidance

Appendix C: Sample corporate governance report

Certain laws and regulations are only applicable to public enterprises (e.g. Circular
155/2015/TT-BTC) while others (e.g. Law on Enterprises) are applicable to almost all
enterprises. When applying the Code principles, each enterprise is expected to first
identify which laws and regulations are required to be complied with carefully because those
laws and regulations are mandatory to comply with and are not subject to the “apply or

explain” approach.

The commentary section provides additional guidance when applying the Code principles.

It also provides some of the examples but not all-inclusive type of examples.

Corporate governance report

The Code has 47 general principles, principles and recommendations. The SCIC’s
portfolio companies who adopt the Code are expected to prepare and update a corporate
governance report at least annually. The corporate governance report should be shared
with the stakeholders by posting it on the enterprise’s website or by sending it to the
shareholders. In the corporate governance report, the enterprise is expected to describe
(1) the overview of the enterprise’s corporate governance policy/framework, (2) the
corporate governance statement, (3) explanations of reasons for non-application of the CGC,
and (4) explanations of how the enterprise applies the CGC, and other relating information

such as the list of the members of board of directors.

A sample corporate governance report is shown in Part 111, Appendix C of this document.
Note that if an enterprise has already prepared other similar document, such as “corporate
governance policy,” the enterprise may refer to such other document in the corporate

governance report.
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Disclosure requirements

Some of the principles and recommendations within the Code require disclosures that may
be seen to be duplicative. However, each principle or recommendation has a different
objective, for example, Section 3 requires each enterprise to make particular disclosures
while Section 4 requires each board of directors to oversee such disclosures. Therefore,
depending on the Code requirement, an enterprise should assess if it applies the Code
principle/recommendation or not, based on who within the enterprise is responsible for the

Code requirement.

Listed companies

Listed companies and certain public companies are subject to relevant stock exchange'’s
rules and regulations, Law on Securities and related legal framework. Generally, such
rules and regulations and legal framework require higher standards of transparency,
accountability and corporate governance of the public and/or listed companies. As the
Code is developed to facilitate a wider range of enterprises including non-public enterprises,
most of the Code principles and recommendations have already been applied by such public
or listed companies. These companies are expected to further enhance their disclosures

by reference to the Recommendations part of the Code.

Post implementation review and continuous updates

The Code is a starting point for strong governance. The Code and its application guidance
must be continuously reviewed and updated in accordance with the changes in
circumstances. Once it is adopted by the SCIC's portfolio companies, post-
implementation reviews (PIR) should be performed in the subsequent years. These PIR

procedures are separately documented in the application guidance of the Code.
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Section 1: The rights and equitable treatment of shareholders

1. Therights and equitable treatment of shareholders

General Principle 1.

Enterprises should take necessary measures to protect and facilitate the exercising of
shareholders’ rights and ensure the equitable treatment of all shareholders, including
minority and foreign shareholders. All shareholders should have the opportunity to obtain

effective remediation for violation of their rights.

Notes from OECD Principles 2015:

Basic shareholder rights should include the right to: 1) secure methods of ownership
registration; 2) convey or transfer shares; 3) obtain relevant and material information
on the corporation on a timely and regular basis; 4) participate and vote in general
shareholder meetings; 5) elect and remove members of the Board; and 6) share in the
profits of the corporation.

Commentary:

General Principle 1 describes the core concept of the CGC which is to protect the rights of
shareholders. Each enterprise is expected to have internal policies on these areas, in
addition to the ones required by the Vietnamese laws & regulations. Generally, it is
included in the enterprise charter or a separate document such as Corporate Governance
Policy.

Requirements under the Vietnamese laws & regulations:

Under Article 113 of the Law on Enterprises, save for the ordinary shares, a JSC may also have
preference shares. Each share of the different types provides its holder with different rights,
obligations, and interests. For example, holders of dividend preference shares do not have the
voting right, attend general shareholders’ meeting, nominate candidates for board of directors
and the Supervisory Board.

Shareholder’s right

Principle 1.1

1.1.  Shareholders should be informed in a sufficient and timely manner, and the
shareholders with voting rights have the right to approve, or participate in, decisions
concerning fundamental corporate changes such as; 1) amendments to the statutes,
or articles of incorporation or similar governing documents of the enterprise; 2) the
authorisation of additional shares; 3) the election, removal, or dismissal of the
members of Board of Directors or members of Supervisory Board (Inspection
Committee); and 4) extraordinary transactions, including investment decisions
valued 35% or more of the total value of the enterprise’s assets and the transfer of all

or substantially all assets that in effect result in the sale of the enterprise.
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Commentary:

*  The meaning of “sufficiently and timely informed”: Article 171 of the LOE about “public
disclosure of information on shareholding companies” stipulates that a shareholding
enterprise shall publish the following information on its website (if any): the charter of
the enterprise, curriculum vitae, academic standard and working experience of
members of board of directors, members of the Supervisory Board, director or general
director of the enterprise; annual financial statement passed by general shareholders’
meeting; reports on evaluation of annual operation results of board of directors and
Supervisory Board. A public shareholding enterprise shall publish or publicly disclose
information in accordance with the law on securities. A shareholding enterprise in
which the State holds more than fifty (50) per cent of the charter capital shall publish
and publicly disclose information as stipulated in article 108 and 109 of this law.
Article 109 of the LOE stipulates “Announcement of abnormal information” and such
information must be published on the enterprise’s website or provided in a printed
materials (if any) within 36 hours from the occurrence of such events. The Code
suggests earlier disclosure of such events (e.g. within 24 hours from the occurrence of
such events) is one of the examples of “timely informed”.

*  The meaning of “extraordinary transactions”: Items in addition to the ones described
in the Article 109 of the LOE, that the enterprise believes that is unusual in occurrence
(= infrequent) and in nature (= not in an ordinary course of the enterprise’s operation).

* The meaning of “result in the sale of the enterprise”: Although legal form of the
transaction is not “a sale of the enterprise,” if such sale of significant assets is
considered to be a transfer of significant profitable assets/business of the enterprise,
then, it should be treated as such.

* The meaning of “the transfer of all or substantially all assets”: In this context,
“transfer” include both sale and lease (both operating and financing leases)
transactions where the enterprise is no longer able to control the assets. Since an
“asset” is used by the enterprise to generate economic benefits either in the form of
increased income or decreased expenses, a transfer of assets may be resulting in the
decline in profitability of the enterprise that investors should know on a timely basis.
How much is considered to be “substantial”’? It depends on the enterprise’s business
model and investor’s expectations.

Requirements under the Vietnamese laws & regulations:
e Article 114 of the LOE stipulates the Rights of ordinary shareholders.

Shareholders’ meeting
Principle 1.2
1.2. Shareholders with voting rights should have the opportunity to participate effectively
and vote in general shareholders’ meetings and should be informed of the rules,
including voting procedures, that govern general shareholders’ meetings:
*  Shareholders should be furnished with sufficient information on a timely basis
concerning the date, location and agenda of general meetings, as well as full

disclosure regarding the issues to be decided at the meeting on a timely basis.
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* Processes and procedures for general shareholders’ meetings should allow for
equitable treatment of all shareholders. Enterprise procedures should not
make it unduly difficult or expensive to cast votes.

e Shareholders with appropriate rights should have the opportunity to ask
guestions to board of directors and supervisory board, including questions
relating to the annual external audit, to place items on the agenda of general
meetings, and to propose resolutions, subject to reasonable limitations.

* Say-on-pay: Shareholders with appropriate rights should have the
opportunity to participate in key corporate governance decisions, such as the
nomination and election of board of directors and supervisory board members.
Shareholders should be able to make their views known, including through votes
at shareholders’ meetings, on the remuneration of board of directors,
supervisory board members and key executives, as applicable. The equity
component of compensation schemes for board of directors, supervisory board

members and employees must be subject to shareholder approval.

Commentary:

Proxy documents should be provided to the shareholders on a timely basis, preferably
well in advance of the deadline determined by the laws & regulations.

Think about, in the past years, what kind of questions your board of directors and
supervisory board received from the shareholders and how they responded. What
were the voting results? If the voting against the enterprise’s proposal exceeded
certain level, the enterprise should analyze the reasons and should take necessary
action.

An enterprise is expected to have a mechanism to collect shareholder’s views even
though each shareholder might not have right to vote for remuneration of each member
of board of directors and supervisory board or a senior executive.

Requirements under the Vietnamese laws & regulations:

3-2-26

The shareholders’ meeting only votes on the total amount and calculation method of
executive remuneration and bonuses (Articles 158.2.a. and 167.1 of the LOE). Refer to
“say-on-pay” in Principle 1.2.

Under Article 138(2) of the Law on Enterprises, the shareholder or group of shareholders
holding at least 10% of ordinary shares for at least 6 consecutive months (or a smaller
amount prescribed by the company’s charter) have the right to propose additional matters
to the agenda of general shareholders’ meeting.

Under Article 114 of the Law on Enterprises, the shareholder or group of shareholders
holding at least 10% of ordinary shares for at least 6 consecutive months (or a smaller
amount prescribed by the enterprise’s charter) have the right to nominate the candidates
for board of directors and the supervisory board.
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Shareholders’ rights - equality

Principle 1.3

1.3. All shareholders of the same series of a class should be treated equally. Capital
structures and arrangements that enable certain shareholders to obtain a degree of
influence or control disproportionate to their equity ownership should be disclosed.

* Within any series of a class, all shares should carry the same rights. All
investors should be able to obtain information about the rights attached to all
series and classes of shares before they purchase. Any changes in economic or
voting rights should be subject to approval by those classes of shares which are
negatively affected, in addition to the general shareholders’ meeting’s approval.

* The disclosure of capital structures and control arrangements is required.

Commentary:

* The “arrangements that enable certain shareholders to obtain a degree of influence or
control disproportionate to their equity ownership” include an arrangement recently
introduced in France in 2015, known as Florange double-vote law, where shareholders
who own the shares longer than two years are granted double voting rights.

Requirements under the Vietnamese laws & regulations:

* Each share of the same type shall entitle its holder to the same rights, obligations and
interests.(Article 113 -5 of LOE)

e Shareholders have all rights and obligations as prescribed by the Law on Enterprise,
relevant documents, the company’s charter, especially:

The right to fair treatment. Each shares of the same class bring the shareholders equal rights,
obligations and interests. If the company has preferential shares, the rights and obligations
attached to such preferential shares must be announced to the shareholders and approved by
General assembly of shareholders (Article 3 -1-b) of Circular 121/2012/TT-BTC).

Refer to Appendix A. Reference to legal documents for “Change of Rights.”

Related-party transactions

Principle 1.4

1.4. Related-party transactions should be approved and conducted in a manner that
ensures proper management of any potential conflict of interest and protects the
interest of the enterprise and its shareholders. “Related-party” or “related person”
is defined by existing laws and regulations including accounting standards (VAS 26)
differently. The enterprise should consider disclosing the related-party transactions
beyond the requirements by other laws, regulations and accounting
standards, taking into account the enterprise’s specific situations. For example,

the enterprise may consider disclosing their internal rule of approving and disclosing

— 171 — 3-2-27



CGC final draft_310CT2016

related-party transactions. The enterprise may also consider disclosing employment

of family members of key executives.

*  Conflicts of interest inherent in related-party transactions should be addressed,
and

e Members of the board of directors and the supervisory board as well as key
executives should be required to disclose to the board of directors whether they,
directly, indirectly or on behalf of third parties, have a material interest in any

transaction or matter directly affecting the corporation.

Commentary:

* Inthe Code, the concept of “related-party” includes the concept of “related person” and
additional parties that are considered to be important to disclose from the stakeholder’s
point of view. The “additional parties” could vary depending on the circumstances
each enterprise faces.

* Potential “conflicts of interest” may be addressed by explaining that the “terms and
conditions” of transactions between the enterprise and a specific related-party is exactly
the same as other non-related parties. Since investors are concerned about the
potential conflicts of interest that may negatively affect the enterprise’s earnings, or fair
business practices, each enterprise is responsible for disclosing the information on
related-party transactions including pre-approval policy and how to collect a complete
list of such transactions.

Requirements under the Vietnamese laws & regulations:

* “Related person” is a defined term in Article 4-17 of the LOE, “Interpretation of terms” as
follows:

Related person means an organization or individual related directly or indirectly to an
enterprise in the following cases:

a) A parent company, the manager of a parent company and the person who has the power
to appoint the manager of a subsidiary company in the corporate group;

b) A subsidiary company of a parent company in the corporate group;

c) A person or a group of persons being able to control the decision-making process and
operations of such company through the management bodies of the company;

d) A manager of the company;

dd) Husband, wife, biological father, adoptive father, biological mother, adoptive mother,
biological children, adopted children, siblings, brothers-in-law, sisters-in-law of any
manager of an company, any member, or any shareholder holding a share of capital
contribution or controlling share;

e) Anindividual who is authorized to act as the representative of the persons, companies as
stipulated in paragraphs a), b), c), d) and dd) of this clause;

g) An company in which the persons, companies as stipulated in paragraphs a), b), c), d),
dd), e) and h) of this clause holding shares to the level that they can control the decision-
making process of the management bodies of such company;

h) Any group of persons who agree to co-ordinate to take over shares of capital
contribution, shares or interests in the company or control the decision-making process
of the company.
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e Article 159 of the LOE, “public disclosure of relevant interests,” stipulates that the company
must gather and update a list of related persons of the company and members of board of
directors, inspectors, director or general director (or CEO) and other managers of the company
must declare their relevant interests within the company. Such declaration must be made
within seven working days from the date on which the relevant interests are earned.

e  Chapter V, “Prevention of Conflicts of Interest”, Article 24 of the Circular No. 121/2012/TT-
BTC, “Transactions with related persons,” stipulates the disclosure requirements of the related
persons for public companies.

*  “Related-party” is a defined term in the accounting standards VAS 26 as follows: Related
party: parties are considered to be related if one party has the ability to control the other party
or exercise significant influence over the other party in making financial and operating decisions.

* Related-party transaction: a transfer of resources or obligations between related parties,
regardless of whether a price is charged.

e Control: ownership, directly, or indirectly through subsidiaries, of more than one half of the
voting power of an company, or a substantial interest in voting power and the power to direct,
by statute or agreement, the financial and operating policies of the management of the company.

e Significant influence: participation in the financial and operating policy decisions of an
company, but not control of those policies. Significant influence may be exercised in several
ways, such as representation on board of directors, participation in the policy making process,
material inter-company transactions, and interchange of managerial personnel or dependence
on technical information. Significant influence may be gained by share ownership, statute or
agreement. With share ownership, significant influence is presumed in accordance with the
definition contained in VAS 07 “Accounting for Investments in Associates”.

Minority shareholders

Principle 1.5

1.5. Minority shareholders should be protected from abusive actions by, or which are in
the interest of, controlling shareholders acting either directly or indirectly, and should

have effective means of redress. Abusive self-dealing should be prohibited.

Commentary:

*  One such possible abusive actions may include the multiple voting shares that do not
follow the “one share, one vote” model AND is unevenly preferable to the controlling
shareholders. However, if minority shareholders have a right to vote on or approve
the creation of such multiple voting shares, as well as any material changes to the
attributes of such shares, it could be an effective means of redress.

*  Other possible abusive actions may include but are not limited to pre-emptive rights,
golden shares, and any other forms of restrictions on issuance of shares. To prevent
potential abuse, minority shareholder approval on these actions should be considered.

Requirements under the Vietnamese laws & regulations:
*  Exercising the right to attend general shareholders’ meeting (Article 140 of LOE)

* Rights to take legal proceedings against members of board of directors, director or general
director (Article 161 of LOE)

*  Demand for cancellation of resolutions of general shareholders’ meeting (Article 147 of
LOE).

* Responsibility of major shareholders(Article 4 Circular 121/2012/TT-BTC)
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Relations with shareholders

Principle 1.6

1.6. Enterprises’ policies for promoting constructive dialogue with shareholders should
include but are not limited to the following:

e Appointing a senior management or a director who is responsible for overseeing
that constructive dialogue takes place;

* Measures to ensure positive cooperation among relevant departments within the
enterprises (e.g. investor relations, corporate strategic planning, finance &
accounting and legal departments) to support such dialogue;

* Measures to take necessary action to share views and concerns from
shareholders with senior management, board of directors and supervisory board
of the enterprise, and

* Measures to control insider information when engaging in such dialogue.

Principle 1.7

1.7. Enterprises should engage in constructive dialogue with shareholders including
institutional investors and both domestic and foreign strategic investors, outside of
the general shareholders’ meetings to contribute to sustainable growth and the
increase of corporate value over the mid- to long-term. Constructive dialogue would
be facilitating mutual understanding, building trust and confidence, as well as

promoting value adding communications.

Commentary:

An “engagement” is the term used for constructive mutual interaction between the
enterprise and its shareholders, it is not a one-way communication. The general
shareholders meeting is one of the important opportunities for both enterprise and its
shareholders, however, the enterprise is expected to provide other opportunities for such
mutual communications throughout the year.

Requirements under the Vietnamese laws & regulations:

* Shareholders have all rights and obligations as prescribed by the LOE, relevant
documents, the enterprise’s charter, especially;

- The right to be informed of periodic and irregular information about the enterprise’s
operation. (Article 3.1.(c) Circular 121/2012/TT-BTC)
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Section 2: Role of stakeholders in corporate governance

2. Role of stakeholders in corporate governance

General Principle 2.
Enterprises should fully recognize that appropriate cooperation with the stakeholders other
than shareholders is indispensable in achieving sustainable growth and increasing

corporate value over the mid- to long-term.

Notes from OECD Principles 2015:

The corporate governance framework should recognise the rights of stakeholders
- established by law or through mutual agreements and encourage active co-operation
~ between corporations and stakeholders in creating wealth, jobs, and the sustainability of .
- financially sound enterprises.

The corporate governance framework should provide sound incentives throughout the
~ investment chain and provide for stock markets to function in a way that contributes to :
- good corporate governance.

Commentary:

*  General principle 2 emphasises the importance of stakeholders when an enterprise
is trying to enhance its long-term value.

* Stakeholders include shareholders, employees, customers, vendors, suppliers,
creditors, communities at large, and so on. Each enterprise might have a different
priority among these stakeholders. One action by the enterprise may be beneficial to
shareholders but not for other stakeholders. Therefore, when an enterprise is seeking
long-term sustainable growth, the enterprise should consider not only shareholders’
interests but also other stakeholders’ benefits.

Code of conduct

Principle 2.1

2.1  Enterprises should implement a code of conduct for employees in order to express
their values with respect to appropriate cooperation with and serving the interests of
stakeholders and carrying out sound and ethical business activities including anti-
bribery and corruption measures. Board of directors and supervisory board should
have measures to help employees understand and apply the code of conduct. For
large enterprises with a number of subsidiaries, board of directors and supervisory
board of the parent enterprise should be also responsible for adherence to the code of

conduct by subsidiaries’ employees.

Commentary:

* Code of conduct may be named in different ways such as “code of ethics,” “employees’
ethical standards/handbook” and so on. Often, an enterprise has several different
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ones for different groups of officers and employees within the enterprise. For example,
the code of conduct for finance/accounting department employees generally has more
robust standards to prevent fraudulent financial reporting.

The code of conduct for foreign subsidiary enterprises should be modified to best fit for
the local culture and to be line with the local laws & regulations. Many multinational
enterprises disclose their code of conduct on their website.

Whistleblowing

Principle 2.2

2.2

Enterprises should establish an appropriate framework for whistleblowing such that
employees can report illegal or inappropriate behaviour, disclosures, or any other
serious concerns without fear of suffering from disadvantageous treatment. The
framework should allow for an objective assessment and appropriate response to the
reported issues, and board of directors and supervisory board should be responsible

for both establishing this framework, and ensuring and monitoring its enforcement.

Principle 2.3

2.3

Enterprises should establish a point of contact that is independent from the
management. In addition, rules should be established to secure the confidentiality
of the information provider and prohibit any disadvantageous treatment. A point of

contact could be the third party legal counsel or any other independent bodies.

Commentary:

A hotline system is a telephone (or e-mail or other communication method) reporting
system under which anyone (sometimes including external parties) could directly
report to the enterprise’s general counsel (house lawyer) or equivalent his/her concerns
relating to the enterprise’s business conduct anonymously.

The number of reporting per year through such hotline may indicate the level of
effectiveness of the system. If the number of reporting is too few or too many, it might
not be operating effectively. For example, an employee would not use the hotline
system to report his/her supervisor’s wrongdoing if he or she is not protected against
potential revenge by the supervisor. Therefore, in many countries, whistle-blower is
protected by law from potential abusive treatment. On the other hand, if the number
of reporting through hotline is too many, then, an enterprise should consider how to
handle such a large number of reports efficiently.

Board of directors and supervisory board should be aware of the nature of the reports
through hotline and should ensure that the necessary action is taken.

Environmental, social and governance (ESG) matters

Principle 2.4
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2.4 Enterprises should take appropriate measures to address sustainability issues,
including environmental, social and governance matters. With the recognition that
dealing with sustainability issues is an important element of risk management, board
of directors and supervisory board should take appropriate actions to this end.
Board of directors and supervisory board are also responsible for maintaining and

improving corporate governance set forth in this Code.

Commentary:

* Environmental, social and governance (ESC) matters has become more and more
important these days. Large institutional investors, such as global pension funds, are
strategically investing in enterprises whose rating for ESG matters are higher than
average, with aview that such investments will bring them better medium- to long-term
returns.

* Financial analysts and investors are also increasingly focusing on an enterprise’s non-
financial information including ESG matters. Corporate governance is one of the
most important ESG matters that these investors are looking at when evaluating the
enterprises.

* Many global enterprises are disclosing voluntarily their “sustainability report” (in other
word, Corporate Social Responsibility report) on their website. In the sustainability
report, they typically describe, strategy and analysis, organizational profile, stakeholder
engagement, environmental matters (emissions, energy, materials, water, etc.),
governance matters (employment, labour/management relations, occupational health
and safety, training and education, diversity and equal opportunity, human rights, non-
discrimination, child labour, etc.), social matters (local communities, anti-corruption,
etc.) and related compliance matters. Sustainability report or CSR report often refers
to the “G4 Sustainability Reporting Guidelines — Reporting Principles and Standard
Disclosures” issued by the Global Reporting Initiative (GRI), the United Nation’s
“Global Compact — Ten Principles 2000,” or the “OECD Guidelines for Multinational
Enterprises 2011” as a basis for reporting.

* Integrated reporting is another way of disclosing non-financial information together
with traditional financial information. For details, refer to the following website:
http://integratedreporting.org/
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Section 3: Disclosure and transparency

3. Disclosure and transparency

General Principle 3.

Enterprises should make appropriate information disclosure in compliance with the
relevant laws and regulations. Enterprises should also try to actively provide information
beyond those required by laws, which includes both financial and non-financial information
such as business strategies, business issues, risks and governance matters.

Board of directors and supervisory board should recognize that disclosed information
should be accurate, clear and concise so that it will serve as the basis for constructive

dialogue with shareholders.

Notes from OECD Principles 2015:

§The corporate governance framework should ensure that timely and accurate disclosure§
‘is made on all material matters regarding the corporation, including the financial
‘situation, performance, ownership, and governance of the enterprise.

Commentary:

Although the General Principle 3 encourages disclosures beyond those required by laws,
enterprises may use their discretion as to whether they should provide additional
disclosures if disclosing such sensitive information (e.g. law suit, M&A, strategic alliance,
and so on) would be disadvantageous.

Requirements under the Vietnamese laws & regulations:

e Disclosure requirements for public companies were stipulated in the Chapter Il of Circular
52/2012/TT-BTC and have been replaced by the Chapter Il — Information Disclosure of
Public Companies- and Chapter Il — Information Disclosure of Listed Organizations and
Large-Scale Public Companies — of the Circular 155/2015/TT-BTC effective January 1, 2016.

* Disclosure requirements for non-public companies are stipulated in Article 1.2 of Decree
05/2013/ND-CP.

Disclosure of material information
Principle 3.1
3.1 Disclosure should include, but not be limited to, material information on:
(i)  The financial and operating results of the enterprise;
(if) Enterprise objectives and non-financial information;
(iii) Majority share ownership, including beneficial owners, and voting rights;
(iv) Remuneration of the members of board of directors and supervisory board, and

key executives;
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(v) Information about members of board of directors and supervisory board,
including their qualifications, the selection process, other enterprise directorships
and whether they are regarded as independent by board of directors;

(vi) Related-party (broader concept than “related person”) transactions;

(vii) Foreseeable risk factors;

(viii) Issues regarding employees and other stakeholders;

(ix) Governance structures and policies, including the content of any corporate
governance code or policy and the process by which it is implemented, and

(X) Explanation of the independence of the external auditor including duration of
audit contract with current auditor (i.e. year of renewal), and audit fees to

indirectly prove the quality of audit.

These items above are required to disclose by other laws or regulations. However,
an enterprise should consider disclosing the additional information relevant to the
enterprise’s stakeholders voluntarily so that the stakeholders, shareholders in

particular could understand the enterprise more clearly.

Commentary:

* The Principle 3.1 aims to encourage enterprise to disclose voluntarily additional
information beyond those required by the existing laws & regulations. Non-public
companies may refer to the disclosure requirements for public companies. Public
enterprises subject to Circular 155/2015/TT-BTC may elect to disclose any additional
information that the enterprise believes useful for its investors beyond the
requirements of Circular 155/2015/TT-BTC.

* Non-financial information in (ii) above, is any information other than financial
statements and its footnotes. Non-financial information would include but is not
limited to policies on environmental and social matters, respect for human rights,
anticorruption and bribery issues, and diversity in the enterprise’s board of directors.
These examples are in line with the EU Directive 2013/34/EU.

* Item (viii) above, Issues regarding employees and other stakeholders, may include
management/employee relations, including remuneration, collective bargaining
coverage, and mechanisms for employee representation, and relations with other
stakeholders such as creditors, suppliers, and local communities. The objective of
such disclosure is to provide information that may materially affect or may have a
significant impacts upon the performance of the enterprise.

* Disclosure rules by laws and regulations are the minimum mandatory requirements
that enterprises should comply with. The Code intends to go beyond the minimum
disclosure requirements mainly for the purpose of increased transparency and further
encouraging the dialogue with stakeholders.

Requirements under the Vietnamese laws & regulations:

e Chapter VI of the Circular 121/2012/TT-BTC, providing regulations on corporate
governance applicable to public companies, stipulates the disclosure requirements.
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e Article 9 of the Circular 155/2015/TT-BTC, “Irregular information disclosure” stipulates the
list of information that must be disclosed within 24 hours as follows:

Each public company must perform irregular information disclosure within 24 hours, from
the occurrence of one of the following events:

a) The banking accounting of the company is blocked or unblocked after the blockage,
unless the company requests the blockage of its banking account;

b) Partially or completely suspending the business operation; adding or withdrawing one
or a number of business lines; the operation is suspended or the Business registration
certificate or the Establishment and operation permit or the operation permit; changes
of the prospectus after receiving the certificate of offering registration issued by the SSC;

c) Ratification of the decision of general shareholders’ meeting (including Resolution of
general shareholders’ meeting, meeting minutes, or report on vote counting (in case of
absentee voting of shareholders)). If general shareholders’ meeting ratify the decision
on cancellation of the listing, the company must disclose the decision together with the
affirmative vote ratio of shareholders not being major shareholders;

d) The decision on purchase or sale of treasury shares; the expiry date on which the share
purchase right of bondholders shall be performed together with the call option of shares
the expiry date on which the convertible bonds are converted into shares; the decision on
securities offering overseas and decision related to securities offering as prescribed in
law on companies;

dd) The decision on the dividend rate, forms and time of dividend payment, common shares
issue; the decision on the share splitting and grouping;

e) The decision on company restructuring (total division, partial division, consolidation),
company dissolution; change in the name or the seal of the company; change in location,
establishment or shutdown of the headquarters, branches or offices; amendments to the
Charter, mid-term development strategies or plans and the annual business plan of the
company;

g) The decision on change in accounting period, applied accounting policies (excluding
change due to regulations of law); notification of the audit firm entered into the contract
of annual financial audit or change in the audit firm (after conclusion of the contract);
audit firm refuses to audit the financial statement of the company; the retroactive
adjustment results of the financial statement (if any); the auditor’s opinion except for an
unqualified opinion;

h) The decision on contributing capital to establish an company or buying stakes of a
company leading such company become a subsidiary, a joint venture company, or an
associate or the decision on selling stakes of its subsidiary, joint venture company, or
associate leading such company is no longer its subsidiary, joint venture company or
associate, or the decision on dissolution of a subsidiary, a joint venture company, or an
associate; the decision on shutdown or establishment of a branch, a plant or a
representative office;

i) The decision of the general shareholders” meeting or board of directors on ratification of
a contract/agreement concluded with internal or relevant persons;

k) The decision on issuance of convertible bonds or preferred shares;

) Upon the change in number of voting shares outstanding. Time of information
disclosure:

e If the company issues additional shares, the time of information disclosure shall be
determined from the date on which the report on result of issuance sent to the SSC as
prescribed;
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e If the company conducts transaction of treasury shares, the time of information
disclosure shall be determined from the date on which the report on results of
transaction of treasury shares is sent as prescribed;

* If the company repurchase shares from officers according to the selective program of the
company or repurchase odd-lot shares of the company through the securities company;
the securities company purchases own shares at the request of the client or to rectify
transaction errors, the company shall disclose the latest information within the first 10
days of the month upon the completion of the transactions.

m) The company receives the Certificate of Company registration or the Establishment and
operation license or the operation license which is amended;

n) The company replaces, appoints, re-appoints, or dismisses an executive officer. Within
3 working days from the date of information disclosure in terms of the replacement,
appointment, re-appointment of the executive officer, the company shall send the
curriculum vitae of new executive officer (if any) to the SSC and the SE where the
company listed or registered as prescribed in Appendix 3 issued herewith;

0) The company receives a decision on prosecution, detention or criminal prosecution
against an executive officer of the company;

p) The company receives a judgment or a decision made by a court relating to the
company'’s operation; or a decision on violations against the laws on taxation committed
by the company sent by a tax authority;

g) The decision on borrowing or issuance of bonds leading total of borrowings of the
company accounting for at least 30 % of owner’s equity as determined in the latest
audited annual financial statement or the latest reviewed biannual financial statement.

If the total of borrowings of the company accounts for at least 30 % of owner’s equity as
determined in the latest audited annual financial statement or the latest reviewed biannual
financial statement, the company shall disclose information about the decisions on additional
borrowing or additional bonds accounting for at least 10% of owner’s equity as determined
in the latest audited annual financial statement or the latest reviewed biannual financial
statement;

r) The company receives a notification of receipt of the petition for initiation of company
bankruptcy process;

s) Other events occurs leading major impact on the production, business and
administration of the company. (...omitted...)

In case of listed or and large-scale public company, article 12 stipulates additional events
that required to be disclosed in addition to above:

1. The stakes of the owner or total assets decrease by at least 10% in the latest audited
annual financial statement or the latest reviewed biannual financial statement.

2. There is a decision on increase/decrease in charter capital; a decision on investment in
an organization, project, borrowing, lending or other transaction with value of at least
10% of total assets of the company as mentioned in the latest audited annual financial
statement or the latest reviewed biannual financial statement; there is a decision on
capital contribution of at least 50% of charter capital of an organization (according to
the charter capital of such organization before the time of contribution); a decision on
sale or purchase of assets with value of at least 15% of the total assets of the company as
mentioned in the latest audited annual financial statement or the latest reviewed
biannual financial statement.

3. The organization/company is approved or delisted at a foreign stock exchange.

Article 10 of the Circular 155/2015/TT-BTC, “Information disclosure on request” stipulates as
follows:
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1. The public company shall disclose information within 24 hours in any of the following
cases upon receipt of the request of the SSC (the State Securities Commission) or the
SE(Stock Exchange) where the company listed or registered:

a) Occurrence of events that causes serious effect to the legal interests of the investors;

b) There is any information about the company that cause major effect to the securities
prices that needs verified.

2. The disclosed information on request must be detailed and contain reasons and
evaluation of the truthfulness of the information and handling measures (if any).
(...omitted...)

Fair disclosure

Principle 3.2

3.2 Channels for disseminating information should provide for equal, timely and cost-
efficient access to relevant information by users. An enterprise should be aware of
the fair-disclosure concept and should not provide particular material information
only to a selected group of people.

Commentary:

*  “Fair Disclosure” concept should be adhered to if enterprise is public or aiming to be
public in the near future. The enterprise should not disclose material non-public
information such as earnings projection, key personnel changes, or M&A plans, to
certain individuals or entities including news media companies (“selective disclosure”).
Fair disclosure is a fundamental to the healthy capital markets.

* “Channels for disseminating information” may include, filing the annual report and
other documents to the regulatory authority, posting to the enterprise’s website,
interviews with media representative (e.g. newspaper article, TV broadcast), using the
social network services (e.g. Facebook) and all other means.

Requirements under the Vietnamese laws & regulations:

No specific reference to “fair disclosure” in the Law on Securities (2010)

Principle 3.3

3.3 An enterprise should distinguish strategic investor from other investors in a way
where a strategic investor obtains information from the enterprise within a capacity
of the enterprise management. Although a strategic investor’s legal rights and
obligations is generally balanced, an enterprise should consider fair balance between

their rights and obligations.

Commentary:

Generally, a strategic investor’s rights and obligations should be balanced and no special
treatment would be needed. However, under unusual circumstances where strategic
investor’s rights is unfairly limited, certain measure to compensate the unbalance should be
considered.
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Requirements under the Vietnamese laws & regulations:

There is a definition of “strategic investor” under Decree 59/2011/ND-CP on transformation of
companies with 100% state capital into joint stock companies.

Narrative explanation

Principle 3.4

3.4 Board of directors and supervisory board should ensure that the disclosed
information is not “boiler-plated” but as enterprise specific as much as possible with
sufficient detail so that the information adds value to investors. A “boiler-plate”
disclosure does not provide meaningful information to users; it could be too generic
or it could be copied from another enterprise’s disclosure and does not tell their own

stories but another enterprise’s.

Commentary:

A boiler-plate disclosure means something that looks exactly like the “template” available
to everyone and often suggests a negative example.

Disclosure of risks

Principle 3.5

3.5 Anenterprise should disclose its overall exposure of risk and link it to its strategy and
the business model, and explain how significant risks are mitigated. In addition, the

enterprise should explain how its risk exposure changes over time.

Internal controls

Principle 3.6

3.6 An enterprise should disclose and explain its design and operating effectiveness of
internal control system over financial reporting and disclose necessary information to

its shareholders.

Requirements under the Vietnamese laws & regulations:

Article 165.4 of LOE stipulates Inspection Committee has responsibility to review, inspect and
evaluate the effectiveness and efficiency of the internal control, internal audit, risk management
and early warning system of the company.

External auditor
Principle 3.7
3.7 An enterprise and its external auditor should recognize the responsibilities that the

external auditor owes toward shareholders and investors, and take appropriate steps
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to secure the proper execution of audits of the enterprise’s financial statements. To
secure the proper execution of audits, enterprises should engage with auditors soon
after their election at the general shareholders’ meeting so that the auditors have

sufficient time to perform the effective and efficient audits.

Requirements under the Vietnamese laws & regulations:

e External independent auditors for the purpose of applying the Code are certified public
accountants or equivalent under the Vietnamese regulations.

e Atrticle 15.3 c) of Decree 17/2012/ND-CP stipulates that “Enterprises and organizations with
20% or more of the voting rights held by state groups, state corporations in the end of the
fiscal year must be audited for annual financial statements”

Disclosure in English

Recommendation 3.8

3.8 Itis recommended for certain large enterprises that such enterprises should consider
disclosing information in English on a timely basis in addition to Viethnamese to

facilitate decision useful information to foreign investors.

Requirements under the Vietnamese laws & regulations:

e Regulations on Information Disclosure at the Hanoi Stock Exchange (issued together with
Decision No. 250/QD-SGDHN on 06/06/2013 by the Chief Executive Officer of the Hanoi
Stock Exchange)

e Article 3 of the Circular 155/2015/TT-BTC stipulates the rules for information disclosure
and says, “The disclosed information in Vietnamese and English shall apply to the SE, SDC
as prescribed by the SE and the SDC that are approved by the SSC. Other entities are
recommended to disclose information in English as prescribed in the Regulation of the SE
and the SSC. The disclosed information in English is provided for reference only.”

Timely audit of financial statements
Recommendation 3.9
3.9 Itis recommended that the annual financial statements should be audited in a timely

manner.

Recommendation 3.10

3.10 Itisrecommended that the explanations with respect to the individual appointments,
reappointments and nominations of the members of board of directors and
supervisory board should be based on policies and procedures of board of directors

and supervisory board, respectively, should be disclosed.

Commentary:

Often, “procedures” for the appointment, reappointments and the nomination of directors
are documented in the form of a “nomination committee charter” or “nomination
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committee’s terms of reference” which contains, for example, how the nomination
committee identifies suitable candidates for any appointment (e.g. the committee uses open
advertising and/or external advisers to facilitate the search, and so on.)

Requirements under the Vietnamese laws & regulations:

e Atrticle 170.2 of LOE stipulates JSC of which audit of annual financial statement is required
by law.

* Article 3 of the Circular 155/2015/TT-BTC, “Rules for information disclosure” stipulates
that the information disclosure must be sufficient, accurate and punctual.

* Chapter Il of the Circular 155/2015/TT-BTC stipulates that each public company must
disclose its audited annual financial statement within 10 days, from the date on which the
audit firm signs the audit report provided not exceeding 90 days, from the end date of the
financial year (December 31).

e Although this rule, “Information Disclosure of Public Companies,” is applicable only for the
public companies, non-public enterprises are encouraged to comply the similar “timely”
information disclosures.
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Section 4: Responsibilities of the board of directors

4.

Responsibilities of the board of directors

M)

()

3

4)

General Principle 4.

Board of directors should be responsible for monitoring management performance and
achieving an adequate return for shareholders, while preventing conflicts of interest
and balancing competing demands on the enterprise. In order to fulfil their
responsibilities, board of directors should be able to exercise objective and independent
judgement.

Board of directors should be responsible in overseeing the risk management system and
systems designed to ensure that the enterprise is in compliance with applicable laws
and regulations, while determining the nature and extent of the principal risks it is
willing to take in achieving its strategic objectives.

Board of directors is not only accountable to the enterprise and its shareholders but
also has a duty to act in their (i.e. the enterprise and its shareholders’) best interests.
In addition, board of directors is expected to take due regard of, and deal fairly with,
other stakeholder interests including those of employees, creditors, customers,
suppliers and local communities. Observance of environmental and social standards
is relevant in this context.

In order to fulfil their responsibilities, board of directors should have access to accurate

and relevant information on a timely basis.

Notes from OECD Principles 2015:

The corporate governance framework should ensure the strategic guidance of the
enterprise, the effective monitoring of management by the Board, and the Board's
accountability to the enterprise and the shareholders.

The Board should fulfil certain key functions, including:

Reviewing and guiding corporate strategy, major plans of action, risk management

policies and procedures, annual budgets and business plans; setting performance
objectives; monitoring implementation and corporate performance; and overseeing -
major capital expenditures, acquisitions and divestitures.

Monitoring the effectiveness of the enterprise’s governance practices and making
changes as needed.

Selecting, compensating, monitoring and, when necessary, replacing key executives
and overseeing succession planning.

Aligning key executive and board remuneration with the longer term interests of the '
enterprise and its shareholders.

Ensuring a formal and transparent board nomination and election process.
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* Monitoring and managing potential conflicts of interest of management, board
members and shareholders, including misuse of corporate assets and abuse in :
related-party transactions.

* Ensuring the integrity of the corporation’s accounting and financial reporting
systems, including the independent audit, and that appropriate systems of control are :
in place, in particular, systems for risk management, financial and operational
control, and compliance with the law and relevant standards.

*  Overseeing the process of disclosure and communications.

Commentary:

Section 4 of the Code relates to the responsibilities of board of directors. Under the
traditional two-tier board system, however, board of directors’ responsibilities may be
shared with other oversight function, such as supervisory board. Each enterprise may
have a different supervisory function regardless of its selection of the structure. Thus, one
enterprise’s governance model may be different from others. That is the reason why each
enterprise should disclose and explain how its board of directors and/or supervisory board
works.

Requirements under the Vietnamese laws & regulations:

Article 134 of the LOE, “Organizational and management structure of shareholding
companies” stipulates the following two models:

a) General shareholders’ meeting, a board of directors, supervisory board and director or
general director (or CEO).

b) General shareholders’ meeting, a board of directors, director or general director (or CEO).

Articles 149 through 162 of the LOE stipulate various rights and duties of board of directors.
Articles 163 through 169 of the LOE stipulate the various rights and duties of the Inspection
Committee.

Relations with shareholders

Principle 4.1

4.1. There should be a dialogue with shareholders based on the mutual understanding of
objectives. Board of directors as a whole have responsibility for ensuring that a
satisfactory dialogue with shareholders takes place. Board of directors should use
the general shareholders’ meetings to communicate with investors and to encourage

their participation.

Risk management and Internal control

Principle 4.2

4.2. Enterprises should robustly assess their principal risks and explain how they are being
managed or mitigated, and monitor their risk management and internal control

systems including internal audit function.
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Principle 4.3
4.3. Board of directors and supervisory board should ensure that the internal audit
function evaluates and contributes to the improvement of governance, risk

management, and control processes using a systematic and disciplined approach.

Commentary:

To apply this code principle, an enterprise should not necessarily have the internal audit
“department” within the entity; however, the enterprise should have certain internal audit
“functions” within the enterprise - these could be outsourced or at least similar
responsibilities should be operated effectively.

Corporate culture

Principle 4.4

4.4. One of the key roles for board of directors includes establishing the culture, values
and ethics of the enterprise. It is important that board of directors sets the correct
“tone at the top”. Board of directors should lead by example and ensure that good
standards of behaviour permeate throughout all levels of the organisation. This will
help prevent misconduct, unethical practices and support the delivery of long-term

Success.

Commentary:

* Corporate culture in this context means corporate values, attitudes, behaviours and all
other enterprise’s conduct that the enterprise’s stakeholders are looking at. The
corporate culture is a valuable intangible asset when if it is healthy as it is creating and
protecting the enterprise’s long-term value.

* Board of directors and supervisory board should demonstrate its leadership in
developing a healthy corporate culture within an enterprise.

Independent non-executive director

Principle 4.5

4.5. Board of directors should be able to exercise objective independent judgement on
corporate affairs by assigning a sufficient number of independent non-executive
directors being capable of exercising independent judgement to tasks where there is
a potential for conflict of interest. Examples of such key responsibilities are ensuring
the integrity of financial and non-financial reporting, the review of related-party
transactions, nomination of board of directors and key executives, and board of

directors’ remuneration.
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Notes from OECD Principles 2015:

. Independent non-executive directors should scrutinise the performance of managementin :
meeting agreed goals and objectives and monitor the reporting of performance. They
should satisfy themselves on the integrity of financial information and that financial

. controls and systems of risk management are robust and defensible. They are :
responsible for determining appropriate levels of remuneration of executive directors and
have a prime role in appointing and, where necessary, removing executive directors, and
in succession planning.

Requirements under the Vietnamese laws & regulations:

e Article 134 of the LOE, “Organizational and management structure of shareholding
companies” stipulates the independence requirements for each of the two organizational
structures.

e  Article 151 of the LOE, “Structure, criteria and conditions for acting as a member of board
of directors.”

e  Article 164 of the LOE, “Criteria and conditions for inspectors”

Requirements under the Vietnamese laws & regulations:

Non-public companies are not required to have non-executive or independent directors under
law, whereas at least one-third of the total directors of the board of a public company must be
non-executive directors (article 11.2 of Circular 121/2012/TT-BTC). A non-executive director
is defined as person who is not the general director (or CEO), deputy general director, chief
accountant or any other executive person as appointed by the company (Article 2.2 of Circular
121/2012/TT-BTC). At least one-third of the total directors of the board of a large public
company or listed company, however, must be independent directors (Article 30.2 of Circular
121/2012/TT-BTC). A director is considered independent if:

* heorsheisanon-executive director and not a related-party of the general director (or CEO),
deputy general director, chief accountant or other executive persons as appointed by the
company;

* he or she does not hold the position of director of the board, general director (or CEO) or
deputy general director of any subsidiary, affiliate or company controlled by such a
company;

* heor sheis not a major shareholder or a representative of a major shareholder or his or her
related-party;

* he or she has not previously worked at a legal or auditing firm providing services to the
company for the last two years; and

* heorsheis notapartner or his or her related-party with whom the company has an annual
transaction value accounting for 30 percent of the total revenue or total buying product or
service value of the company for the previous two years (Article 2.3 of Circular
121/2012/TT-BTC).

Specialized committees

Recommendation 4.6

4.6. Board of directors should consider setting up specialised committees to support the
full board of directors in performing its functions, particularly in respect to audit,

nomination, and, depending upon the enterprise’s size and risk profile, in respect to
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risk management and remuneration. When committees of board of directors are
established, their mandate, composition and working procedures should be well

defined and disclosed by board of directors.

Commentary:

* Asingle board system with three committees, being the audit committee, nomination
committee and compensation committee is a common structure of the enterprise
except for Germany and Japan where a two-tier system is the most popular structure.
If an enterprise has a Supervisory Board (Inspection Committee) and a Board of
Directors (Management Board), then the roles and responsibilities of the audit
committee being prescribed in the global standard such as OECD Principles 2015
should be read as those of Supervisory Board (Inspection Committee) unless otherwise
prescribed in the enterprise’s charter.

* For smaller board of directors (i.e. the total number of board members is less than
seven), setting up a specialised committee might not always promote efficiency and
effectiveness of the function of the Board. However, for larger board of directors, it is
beneficial to have such specialised committees by discussing fully the specific areas in
smaller number of board members.

*  Among various specialised committees, the audit committee plays a key role in most
countries in the world. It is indispensable and different from the traditional
Supervisory Board (Inspection Committee)’s roles and responsibilities. Refer to the
OECD Principles 2015 for detail description of audit committee’s roles and
responsibilities.

Requirements under the Vietnamese laws & regulations:

For remuneration, salaries and other benefits of members of board of directors, the director or
the general director (or CEO), Article 158 of the LOE stipulates the procedures.

Chapter VII of the Circular 121, “Large-scale Public Companies and Listed Companies” deals
with the sub-committees of board of directors.

Notes from OECD Principles 2015:
| Nomination committee

- There should be a nomination committee which should lead the process for board
ppointments and make recommendations to the board. A majority of members of the :
omination committee should be independent non-executive directors.

: Audit Committee

The board should establish an audit committee of at least three, or in the case of smaller
enterprises two, independent non-executive directors. In smaller enterprises the

- enterprise chairman may be a member of, but not chair, the committee in addition to the
independent non-executive directors, provided he or she was considered independent on |
appointment as chairman. The board should satisfy itself that at least one member of the
audit committee has recent and relevant financial experience.

The main role and responsibilities of the audit committee should be set out in written
terms of reference and should include:

I * to monitor the integrity of the financial statements of the enterprise and any formal |
announcements relating to the enterprise’s financial performance, reviewing :
significant financial reporting judgements contained in them;
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* to review the enterprise’s internal financial controls and, unless expressly addressed
by a separate board risk committee composed of independent directors, or by the °
Board itself, to review the enterprise’s internal control and risk management systems;

* to monitor and review the effectiveness of the enterprise’s internal audit function;

* to make recommendations to the Board, for it to put to the shareholders for their
approval in general meeting, in relation to the appointment, re-appointment and
removal of the external auditor and to approve the remuneration and terms of
engagement of the external auditor;

* to review and monitor the external auditor’s independence and objectivity and the
effectiveness of the audit process, taking into consideration relevant jurisdiction’s
professional and regulatory requirements;

* todevelop and implement policy on the engagement of the external auditor to supply
non-audit services, taking into account relevant ethical guidance regarding the
provision of non-audit services by the external audit firm; and to report to the Board,
identifying any matters in respect of which it considers that action or improvement is
needed and making recommendations as to the steps to be taken; and

Lo 1o report to the Board on how it has discharged its responsibilities.

- The audit committee should monitor and review the effectiveness of the internal audit -
ctivities. Where there is no internal audit function, the audit committee should consider :
nnually whether there is a need for an internal audit function and make a:
- recommendation to the Board, and the reasons for the absence of such a function should
_ be explained in the relevant section of the annual report.

Effective board of directors — diversity

Principle 4.7

4.7. Board of directors and its committees should have the appropriate balance of skills,
experience, independence and knowledge of the enterprise to enable them to

discharge their respective duties and responsibilities effectively.

Principle 4.8

4.8. Board of directors should include an appropriate combination of executive and non-
executive directors (and, in particular, independent non-executive directors) such
that no individual or small group of individuals can dominate board of directors’

decision taking.

Transparent procedure for a new director appointment
Principle 4.9
4.9. Board of directors should ensure that there is a formal and transparent procedure for

the appointment of new directors.

Commentary:
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Principle 3.10 refers to the disclosure of the appointment of new directors; whereas this
principle refers to the responsibility of board of directors (sometimes including supervisory
board under the traditional two-tier system) in its oversight function.

"A formal and transparent procedure” of the enterprise may include those processes beyond
the ones required by the law, such as how the enterprise finds candidates, and so on.

Requirements under the Vietnamese laws & regulations:

Article 156 of the LOE, “Dismissal, removal and addition of members of board of directors,” and
Article 169 of the LOE, “Dismissal and removal of inspectors,” deal with the
selection/appointment of each member.

Sufficient time allocation
Principle 4.10
4.10. All directors should be able to allocate sufficient time to the enterprise to discharge

their responsibilities effectively.

Commentary:

Sometimes non-executive directors assume more than two enterprise’s directorship.
Generally, more than four directorship of large or public companies should be discouraged.
Otherwise, the director would not be able to spend sufficient time for each enterprise.

Separation of the chairman and CEO

Principle 4.11

4.11. Achairman of board of directors and a General Director (or CEO) should be separated.
No single person shall hold the two positions simultaneously because these two roles

have different responsibilities.

Commentary:

Some countries require strict independence of the chairman of board of directors at the time
of initial appointment because these countries focus more on the chairman’s oversight
function. In the case that a chairman of board of directors is also a CEO of the enterprise,
the enterprise is expected to explain how board of directors’ oversight function is
maintained.

Requirements under the Vietnamese laws & regulations:

e The chairman of board of directors and the general director (or CEO) are two separate
positions with different powers under the laws, although a single person can
simultaneously hold the two positions (Article 152.1 of LOE and article 10.3 of Circular
121/2012/TT-BTC).

*  Where a shareholding company in which the State owns more than fifty (50) per cent of
the total number of votes, the chairman of board of directors shall not be allowed to
concurrently act as the director or general director. (Article 152.2 of the LOE)

Effective operation of board of directors
Principle 4.12
3-2-48 — 192 —



CGC final draft_310CT2016

4.12. Anenterprise should consider establishing an effective supporting structure for board
of directors. Under the direction of the chairman of the board of directors, the
supporting structure ensures sufficient and effective information flows within board
of directors including non-executive directors, its committees and senior
management. The supporting function should facilitate induction training
programs for the new members of board of directors and assist them with professional

development programs as needed.

Commentary:

The supporting function could be an enterprise secretary or a corporate secretary of the
enterprise. The size and functionality of the supporting structure may depend of the size
of board of directors and supervisory board and range of its activities.

Requirements under the Vietnamese laws & regulations:

Article 33 of the Circular 121, “Company secretary” prescribes the supporting function for the
Board (BOD).

Board of directors’ evaluation

Recommendation 4.13

4.13. The board of directors should undertake a formal and rigorous annual evaluation of
its own performance. The objective of the annual performance evaluation is to
assess the effectiveness and efficiency of board of directors. A summary of the

assessment should be disclosed.

Commentary:

Generally, the board evaluation in the context of corporate governance is performed using
the self-assessment questionnaire which covers, but is not limited to, the adequacy of board
meeting agenda, frequency and duration of board meetings, quality, reliability and
adequacy of information being provided to the board meeting, board composition including
skills and expertise of board members, leadership, and other aspects of effective board as a
whole.  For the two-tier board system, Supervisory Board (Inspection Committee)
members should also evaluate the effectiveness of board of directors by answering the self-
assessment questionnaire.

Requirements under the Vietnamese laws & regulations:

Article 31(e) of the Circular 121 prescribes provisions on annual assessment of activities, reward
and discipline of members of board of directors, members of the inspection committee, the
executive director (general director (or CEO)) and other managers.

Succession planning
Recommendation 4.14
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4.14. Based on the enterprise objectives, such as business principles, and specific business
strategies, the board of directors should engage in the appropriate oversight of

succession planning for the CEO and other key executives.

Commentary:

Key executives’ succession planning has two aspects: (1) scheduled transition of key
management personnel (e.g. retirement, expected termination of contract, scheduled
rotation) and (2) unscheduled resignation in the middle of his/her term. An enterprise
should have both plans to mitigate risks associated with unexpected interruption of
business as a result of key management’s change.

Remuneration

Principle 4.15

4.15. The board of directors should ensure that the enterprise has a formal and transparent
procedure for developing a policy on executive remuneration and for fixing the
remuneration packages of individual directors. No director should be involved in

deciding his or her own remuneration.

Principle 4.16

4.16. The board of directors should ensure that the enterprise’s executive directors’
remuneration is designed to promote the long-term success of the enterprise.
Performance-related elements should be transparent, stretching and rigorously
applied.

Requirements under the Vietnamese laws & regulations:

Remuneration for directors is determined in accordance with the basis and method as provided
for under the company'’s charter (Article 158.2(a) of LOE and Article 16 of Circular 121/2012/TT-
BTC).

Clawback provision

Recommendation 4.17

4.17. When part of the executive directors’ remuneration (incentive-based compensation)
is linked to the enterprise’s financial performance (e.g. EBITDA) and when such
financial performance measurement is revised or restated as a result of errors or
misconducts found by external audit or any other regulatory proceedings, the
enterprise should have the right to reclaim the excess amount of the incentive-based
compensation that had been paid. The clawback provision may be included in the

employment agreement or any other arrangements.
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Remuneration disclosure
Recommendation 4.18
4.18. Remuneration for each member of the board of directors and key executives should

be disclosed in sufficient detail.

Requirements under the Vietnamese laws & regulations:

HSX CG handbook IV 1.5 stipulates remuneration disclosure of individual board members
(BOD) and key executives.

Pay ratio disclosure
Recommendation 4.19
4.19. The enterprise should consider disclosing the following information in addition to
other remuneration related disclosures:
* The median of the annual total compensation of all employees other than the
chief executive officer;
* The annual total compensation of the chief executive officer; and
*  The ratio of these amounts.

Training

Principle 4.20

4.20. All directors and supervisory board members should receive induction training upon
joining the boards and should regularly update and refresh their skills and knowledge.

Commentary:

Each board member should attend the training courses for corporate governance at
competent institutions for a large scale public enterprise or listed enterprises as stipulated
in Article 34 of Circular 121/2012/TT-BTC. Other companies should provide similar
training courses either internally or externally to each director and supervisory board
member.

Principle 4.21

4.21. The chairman of the board should ensure that the directors and supervisory board
members continually update their skills and the knowledge and familiarity with the
enterprise required to fulfil their roles as directors on board and board committees.
The enterprise should provide the necessary resources for developing and updating

its directors’ and supervisory board members’ knowledge and capabilities.

Requirements under the Vietnamese laws & regulations:

Article 34 of the Circular 121, “Training on corporate governance,” stipulates that members of
board of directors and the supervisory board, the executive director (general director (or CEO))
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and the company secretary must participate in training courses regarding corporate governance
at training establishments recognized by the State Securities Commission.

Directors’ and officers’ liability insurance (D&O insurance)

Recommendation 4.22

4.22. D&O insurance is a liability insurance to cover indemnification for losses or defence
costs in the cases where directors and officers suffer losses from a legal action brought
against any acts in their capacity as directors and officers. The enterprise should
arrange appropriate insurance coverage in respect of such legal actions against its
directors or officers if the general shareholders’ meeting approves. However, D&O
insurance coverage should not allow directors or officers to act without due care
(moral hazard); the terms of the insurance policy should be examined carefully.
Shareholders should be informed of the terms of the D&O insurance policy including

deductible amount and reason of why such amount is set at an appropriate level.

Commentary:

* The UK Corporate Governance Code (September 2014) provision A.1.3 requires that
“The enterprise should arrange appropriate insurance cover in respect of legal action
against its directors.”

* German Corporate Governance Code (Deutscher Corporate Governance Kodex)
(2015) requires that “if the enterprise takes out a D&O (directors’ and officers’ liability
insurance) policy for the Management Board, a deductible of at least 10 % of the loss
up to at least the amount of one and a half times the fixed annual compensation of the
Management Board member must be agreed upon. A similar deductible shall be
agreed upon in any D&O insurance policy for the Supervisory Board. "Typically,
D&O insurance policy will contain a wide range of exclusions and cover will not
extend to criminal fines or regulatory penalties that can be imposed on a director or
an officer for fraudulent, dishonest or illegal acts established by law or a court
judgment.

Requirements under the Vietnamese laws & regulations:

Article 13.6 of Circular121/2012/TT-BTC stipulates that “public companies may purchase
responsibility insurance for members of board of directors after obtaining the approval from
General assembly of shareholders. This insurance does not cover the responsibilities of
members of board of directors related to the violations of laws and the company’s charter.”
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Appendix A. Reference to legal documents

Note that the English translations below are not official translations; therefore, you should
refer to the original laws & regulations in Vietnamese from the official source.

1.3 Reference to Change of Rights

Circular 121 Article 5 .2 -the company’s charter- stipulates that public companies shall
refer to the Charter Sample in the Appendix of this Circular to draw up their own charter.
Article 16 — Change of Rights - of the Standard Charter in the Appendix to the Circular
121 stipulates as below:

The change or cancellation of the special rights attached to a class of preferred shares
becomes effective when the shareholders holding at least 65% of the common shares
attending the meeting have adopted simultaneously voted by the shareholders holding
at least 75% of the voting rights of the said preferred shares. The organization of
meeting of the shareholders holding one class of preferred shares to approve the
change of the above rights is valid only when there are at least two (02) Shareholders
(or their authorized representative) and holding at least one-third (1/3) the par value
of the issued shares of that class. Where there is no sufficient number of deputies as
mentioned above, the meeting shall be held within thirty (30) days later and the
shareholders of that class (regardless of the number of people and humber of shares )
present personally or through authorized representatives are regarded as a sufficient
number of delegates required. At the meeting of the shareholders holding the
preferred shares mentioned above, the shareholders of that class present personally or
through a representative may request a secret ballot. Each share of the same class
have equal voting rights at the meetings mentioned above.

1.4 Definitions of ‘related-party’ in laws and accounting standard
(i) LOE (definition) - LOE Article 4

Clause 17. Related person means an organization or individual related directly or
indirectly to an enterprise in the following cases:

a) A parent enterprise, the manager of a parent enterprise and the person who has
the power to appoint the manager of a subsidiary enterprise in the corporate
group;

b) A subsidiary enterprise of a parent enterprise in the corporate group;

c) A person or agroup of persons being able to control the decision-making
process and operations of such enterprise through the management bodies of
the enterprise;

d) A manager of the enterprise;

dd) Husband, wife, biological father, adoptive father, biological mother, adoptive
mother, biological children, adopted children, siblings, brothers-in-law, sisters-
in-law of any manager of an enterprise, any member, or any shareholder
holding a share of capital contribution or controlling share;

e) Anindividual who is authorized to act as the representative of the persons,
companies as stipulated in paragraphs a), b), ¢), d) and dd) of this clause;

g) Anenterprise in which the persons, companies as stipulated in paragraphs a),
b), ¢), d), dd), e) and h) of this clause holding shares to the level that they can
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h)

a)

b)

c)

a)

b)

d)

dd)

a)

b)

control the decision-making process of the management bodies of such
enterprise;

Any group of persons who agree to co-ordinate to take over shares of capital
contribution, shares or interests in the enterprise or control the decision-
making process of the enterprise.

(if) LOE (approval of transaction) - Article 162 Contracts, transactions which must be
approved by the general shareholders’ meeting or Board of Directors

1. Contracts and transactions between the enterprise and the following entities must
be approved by general shareholders’ meeting or board of directors:

Shareholders, authorized representative of shareholders holding more than ten
(10) per cent of the total ordinary shares of the enterprise and their related
persons;

Member of board of directors; director or general director (or CEO) and their
related persons;

Enterprises stipulated in clause 2 of article 159 of this Law.

(iif) LOS Article 6

Clause 34. Affiliated person means an individual or organization with interactive
relations in the following circumstances:

Parents, adopted parents, spouses, children, adopted children and siblings of
any such individual,

Organizations in which there are individuals who are staff, the director or
general director (or CEO), or the owner of more than fifteen (15) per cent of the
voting shares in circulation;

Members of board of directors or Inspection Committee, the director or general
director (or CEO) and the deputy director or deputy general director and other
managerial personnel of such organization;

People who in a relationship with another person directly or indirectly control
or are jointly controlled by such other person, or who jointly with another
person are subject to the same control;

A parent company and its subsidiaries;

A contractual relationship in which one person is the representative of the
other.

Vietnamese Accounting Standard 26RELATES PARTY DISCLOSURES
03. This Standard deals only with those related-party relationships described below:

Enterprises that directly, or indirectly through one or more intermediaries,
control, or are controlled by, or are under common control with, the reporting
enterprise. (This includes holding companies, subsidiaries and fellow
subsidiaries);

Associates (see VAS 07 “Accounting for Investments in Associates”);
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¢) Individuals owning, directly or indirectly, an interest in the voting power of the
reporting enterprise that gives them significant influence over the enterprise,
and close members of the family of any such individual. Close members of the
family of an individual are those that may be expected to influence, or be
influenced by, that person in their dealings with the enterprise, for examples:
parent, spouse, progeny, siblings, etc.;

d) Key management personnel, that is, those persons having authority and
responsibility for planning, directing and controlling the activities of the
reporting enterprise, including directors and officers of companies and close
members of the families of such individuals; and

e) Enterprises in which a substantial interest in the voting power is owned, directly
or indirectly, by any person described in (c) or (d) or over which such a person is
able to exercise significant influence. This includes enterprises owned by
directors or major shareholders of the reporting enterprise and enterprises that
have a member of key management in common with the reporting enterprise.

In considering each possible related-party relationship, attention is directed to
the substance of the relationship, and not merely the legal form.

1.5 Reference for Minority Shareholders’ Interest
LOE 140 stipulates exercising the right to attend general shareholders’ meeting

1. Shareholders may directly attend the meeting, authorize another person in writing to
do so or apply one of other methods as stipulated in clause 2 of this article.

2. Ashareholder shall be considered to attend and vote at general shareholders’
meeting in the following cases:

a) To attend and vote directly at the meeting;
b) To authorize another person to attend and vote at the meeting;

¢) To attend and vote via an online conference, using electronic vote or other
electronic media;

d) To send his or her vote to the meeting by mail, fax or email.

LOE 161 stipulates rights to take legal proceedings against members of board of directors,
director or general director

1. Ashareholder or a group of shareholders holding at least one (01) per cent of
ordinary shares for a consecutive period of six (06) months shall have the right to, in
their name or in the name of the enterprise, take legal proceedings against a member
of board of directors, director or general director in relation to his or her civil liability
in the following cases:

a) Breaching the obligations of the managers of the enterprise as stipulated in
article 160 of this Law;

b) Not properly performing the delegated rights and obligations; not performing,
performing insufficiently, or failing to perform in a timely resolutions of the
Board of the Directors;

LOE 147 stipulates demand for cancellation of resolutions of General Meeting of
Shareholders as below:
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2.

Within ninety (90) days from the date the minutes of general shareholders’ meeting
are received or the minutes on results of counting of votes being written opinions
from general shareholders’ meeting are received, a shareholder or a group of
shareholders stipulated in clause 2, article 114 of this Law shall have the right to
request a court or an arbitrator to consider and cancel a resolution or a part of the
resolution of general shareholders’ meeting in the following cases: (...omitted...)

Circular 121-4/2012/TT-BTC stipulates responsibility of major shareholders as below:
1.

Major shareholders must no take advantage to cause damage to the rights and
interests of the enterprise and other shareholders.

Shareholders are responsible for disclosing information as prescribed by law.

Section 4 Responsibility of board of directors and/or supervisory board
Rights and duties of the chairman of the Board
LOE 152.3 stipulates rights and duties of the chairman of the Board as below:

a) To prepare working plans and programs of board of directors;

b) To prepare agenda, content and documents for meetings of board of directors; to
convene and preside over meetings of board of directors;

¢) To organize for resolutions of board of directors to be passed;
d) To monitor the implementation of resolutions of board of directors;
dd) To chair the General Meetings of Shareholders, meetings of board of directors, and

f)  Other rights and duties stipulated in this Law and the charter of the enterprise.

Rights and duties of the members of the Board

LOE 155 stipulates rights of members of board of directors to be provided with information
and documents. Duty of members of board of directors is not specified

Rights and duties of the members of board of directors
LOE149.2 stipulates rights and duties of Board of directors:

a) To make decisions on medium term development strategies and plans, and on
annual business plans of the company;

b) To recommend the types of shares and total number of shares of each type which
may be offered;

¢) To make decisions on selling new shares within the number of shares of each type
which may be offered for sale; to make decisions on raising additional fund in other
forms;

d) To make decisions on the selling price of shares and bonds of the company;

dd) To make decisions on redemption of shares in accordance with the provisions in
clause 1 of Article 130 of this Law;

3-2-56

— 200 —




CGC final draft_310CT2016

e) To make decisions on investment plans and investment projects within the
authority and limits stipulated in law;

g) To make decisions on solutions for market expansion, marketing and technology;

h) To approve contracts for purchase, sale, borrowing, lending and other contracts
valued at thirty five (35) or more per cent of the total value of assets recorded in the
most recent financial statement of the company, if the charter of the company does
not stipulate another percentage or value. This provision is not applied to
contracts and transactions stipulated in clauses 2.d, Article 135, clause 1 and 3,
Article 162 of this Law;

i) To elect, remove or dismiss the chairman of board of directors; to appoint, dismiss
or to sign contracts or to terminate contracts with the director or the general
director (or CEO) and other key managers of the company as stipulated in the
charter of the company; to make decisions on salaries and other rights of such
managers; to appoint an authorized representative to participate in the Members’
Council or General Meeting of the Shareholders in other companies and to make
decisions on the level of remuneration and other benefits of such persons;

k) To supervise and direct the director or general director (or CEO) and other
management personnel in their work of conducting the daily business of the
company;

) To make decisions on the organizational structure and internal management rules
of the company, to make decisions on the establishment of subsidiary companies,
the establishment of branches and representative offices and the capital
contribution to or purchase of shares of other companies;

m) To approve the agenda and contents of documents for general shareholders’
meeting; to convene general shareholders’ meeting or to obtain opinions in order
for general shareholders’ meeting to pass resolutions;

n) To submit annual final financial reports to general shareholders’ meeting;

0) To recommend the dividend rates to be paid, to make decisions on the time-limit
and procedures for payment of dividends or for dealing with losses incurred in the
business operation;

p) To recommend re-organization or dissolution of the company, or to request
bankruptcy of the company, and

g) Other rights and duties stipulated in this Law and the charter of the company.

Rights and duties of the members of Inspection Committee
LOE 165 stipulates rights and obligations of Inspection Committee

1. An Inspection Committee shall supervise board of directors, director or general
director (or CEO) in the management and administration of the company.

2. To inspect the reasonableness, legality, truthfulness and prudence in management
and administration of business activities; systematic arrangement, consistency and
appropriateness of accounting and statistical work and preparation of financial
statements.

3. To evaluate the adequacy, legality and truthfulness of reports on business status,
semi-annual or annual financial statements, reports on evaluation of the
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10.

11.

12.

management of board of directors and shall submit the evaluation reports to general
shareholders’ meeting at the annual meetings.

To review, inspect and evaluate the effectiveness and efficiency of the internal
control, internal audit, risk management and early warning system of the company.

To review accounting books, accounting records and other documents of the
company, the management and administration of the activities of the company when
it considers necessary or pursuant to a resolution of the general shareholders’
meeting or as demanded by a shareholder or group of shareholders as stipulated in
clause 2 of Article 114 of this Law;

Upon request by a shareholder or a group of shareholders as stipulated in clause 2
of Article 114 of this Law, the Inspection Committee shall carry out an inspection
within a period of seven (7) working days for the date of receipt of the request. The
Inspection Committee must submit are port on results of the inspection of the issues
required to be inspected to board of directors and the requesting shareholder or the
group of shareholders within a period of fifteen (15) days from the date of completion
of the inspection.

The inspections stipulated in this clause may not disrupt the normal activities of
board of directors and shall not interrupt the administration of the business
operations of the company.

To recommend to board of directors or the general shareholders’ meeting the
changes and improvements of the organizational structure, management,
supervision and administration of the business operations of the company;

Upon discovery of a member of board of directors, director or general director (or
CEO) who is in breach of the provisions in Article 160 of this Law, to give immediate
written notice to board of directors and request the person in breach to cease the
breach and take measures to remedy any consequences.

To have the right to attend the meeting and participate in the discussion at general
shareholders’ meeting, board of directors and other meetings of the company.

To have the right to use an independent consultant and internal audit division of the
company to perform delegated duties.

The Inspection Committee may consult board of directors prior to submission of
reports, conclusions and recommendations to general shareholders’ meeting.

To exercise other rights and perform other obligations as stipulated by this Law,
charter of the company and resolutions of general shareholders’ meeting.
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Appendix B. Definitions and Terminologies

Certain terms within the Corporate Governance Code for SCIC’s portfolio companies (the
“Code” or “CGC”) are used with specific meanings.

In the Code, the following key terms, unless the context requires otherwise, have the
following meanings:

* The “Board” or “HDPQT va/ hoic Ban Kiém Soat” is a function or sometimes a
person in an enterprise which/who is in charge of the governance of the enterprise and
oversees its management and its operation of the enterprise. For the traditional two-
tier board model in Vietham, a combined structure of a board of directors and a
supervisory board, could be considered as a Board in the context of the Code.

« “Board of Directors (BOD)” or “Héi déng Quan tri (HPQT)” is defined by the
Law on Enterprise. It oversees the management and monitors the activities of board
of management (“Ban Giam Déc or Ban biéu Hanh). Generally, the BOD consists of
both executive directors and non-executive directors. Throughout the Code, the
oversight function of the BOD is emphasized.

* “Supervisory Board” or “Ban Kiém Soat” is defined by the Law on Enterprise.
* “Director” or “thanh vién HPQT” is a member of the BOD.

*  “Management” or “can bé quan ly” are those who are engaged in the activities of
the enterprise and have authority and responsibility for planning, directing and
controlling the activities of the enterprise.

* “Senior Management” or “can bé quan ly cap cao” indicates higher level of
management personnel, such as Chief Executive Officer (CEO), Chief Financial Officer
(CFO), Chief Operating Officer (COO) and other C-suites. He or she could be an
executive director but not always an enterprise’s member of board of directors.

* “Key Executive” or “can bé quan ly (diéu hanh) chad chét” is a key management
of an enterprise who is subject to a special scheme of remuneration or a succession
planning due to his/her significant roles and responsibilities within the enterprise.
Such roles and responsibilities (e.g. CEO) may be different by enterprise depending on
its business model, size or structure.
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Part I111. Application Guidance

Application Guidance

This application guidance should be used in conjunction with the Corporate Governance
Code (the “Code” or “CGC”) for SCIC’s Portfolio Companies in the preceding part of this
document. The application guidance should be revised by SCIC from time to time when
relating legal/regulatory environment changes and when enterprises’ business practice
changes.

1  Application and Reporting

1.1  The Code principles and recommendations sometimes go beyond the minimum
prescribed by regulations. Each enterprise is expected to voluntarily adopt the
Code using “Apply or explain” approach. In the global corporate governance
literature, the term, “comply or explain” is usually used, however in Viethnamese
translation, the word “comply (in Vietnamese, tuan tha)” suggests compliance
with hard-laws without any exceptions. As such, the Code uses the word, “apply”
instead of “comply”.

1.2 SCIC’s portfolio companies that are categorized as Groups Al and A2 (or listed
or public companies in terms of the Viethamese regulations, if adopted by
companies other than the SCIC’s portfolio companies) are encouraged to adopt
the entire Code voluntarily and should explain how they have applied the
principles within the Code, taking into account the guidance (“commentary” part
of the Code) provided under each principle. For recommendations within the
Code, Groups Al and A2 portfolio companies should consider applying them
voluntarily but not necessarily use the “apply or explain” method.

1.3 SCIC's portfolio companies that are categorized as Group B1 (or not public not
large or not smaller, if adopted by enterprises other than the SCIC'’s portfolio
companies) are encouraged to adopt voluntarily the General Principles and
Principles part of the Code. For recommendations within the Code, Group Bl
portfolio companies should make reference to them, so as to further enhance
their corporate governance system.

1.4 For SCIC’s portfolio companies that are categorized as Group B2 (or smaller
portfolio companies, if adopted by enterprises other than the SCIC’s portfolio

companies), all four general principles are encouraged to apply. However, other
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parts of the Code (principles and recommendations) should only be referred to
when they consider the effectiveness of their corporate governance system.

1.5 Eachenterprise is allowed to determine the best approach in adopting the general
principles, principles and/or recommendations because there is no “one-size-fits-
all” approach to the corporate governance code.

1.6 Each portfolio company is encouraged to report at least annually on its
application of the Code in various ways including (1) displaying on the
enterprise’s website, (2) including within the annual report, (3) direct
communication to the shareholders, or in other accessible forms to the SCIC and
other shareholders.

1.7  The annual report is an effective channel for enterprises to communicate their
corporate governance practices with their stakeholders and enhance
transparency. However, because the annual report is issued only once a year,
other means including separate corporate governance report is strongly
recommended for timely information disclosure purposes, given that such
separate corporate governance report is updated more frequently than annually.

1.8 Acomprehensive corporate governance report (either as part of the annual/semi-
annual report or as a separate report), together with the audited financial
statements, provide shareholders with a clear appreciation of the performance of
the enterprise. Meaningful disclosures foster constructive dialogue between the
Board (board of directors and supervisory board) and shareholders. This is a
crucial element of strong governance and enables more informed and active
shareholder participation.

1.9 Appendix C of this document presents the sample reporting format.

1.10 The corporate governance report should include contact details of an individual
who can be reached for further information. (Appendix C)

1.11 The portfolio companies are encouraged to review their corporate governance
policy/framework annually, and update them where necessary to reflect changes
in actual practice. The corporate governance policy should briefly explain the
enterprise’s commitment and views towards good corporate governance. (Refer
to Appendix C, I. Overview of the Enterprise’s Corporate Governance
Policy/Framework)

1.12 The corporate governance report should clearly state whether the enterprise
adopts the Code or not, and which components (general principles, principles, or
recommendations) of the Code that the enterprise is voluntarily applying as of

the specified date of the year. (Appendix C, I1. Corporate Governance Statement)
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1.13

1.14

1.15

1.16

The corporate governance report should clearly state that which principle(s) are
not applied with by the enterprise and clearly state the reasons why. The
explanation of non-application should be concise but contain enterprise specific
reasons. (Appendix C, I11. Explanation of reason for non-compliance with CGC)
Explanations for non-application should not be “boiler-plated”. Each enterprise
should try to explain the reasons why it does not apply the particular Code
principles so that readers of the corporate governance report could understand
the effect of non-application.

The corporate governance report should describe how the enterprise is applying
the certain Code principles that requires “disclosure” by the enterprise.
Specifically, Principle 1.4 Related-party transactions, Principle 1.6 Dialogue with
shareholders, Principle 3.1 Disclosure of material information, and
Recommendation 4.19 Pay-ratio (if applicable). (Appendix C, IV. Explanation
of how the Enterprise applies the CGC)

For example, the principle 3.5 requires enterprises to disclose the overall
exposure of risks. Each enterprise has a choice to disclose the required
information by the Code in this section IV of the corporate governance report or
cross-reference to other documents such as annual report where same content is

disclosed.

Effective date and early adoption

1.17

Enterprises are encouraged to early adopt the Code and guidance set out in the
Code, although the Code is effective as of 1 January, 2017 (subject to change

depending on the SCIC’s internal approval process).

Monitoring and Review — Post Implementation Review (PIR)

2.1

2.2

2.3

Board of directors or equivalent will be responsible for their own organization’s
monitoring on how they have applied the general principles, principles and/or
recommendations of the Code.

In the initial year of adoption, SCIC’s Corporate Governance Task Force members
will undertake the monitoring of the awareness of the CGC and voluntary

adoption of the Code among SCIC’s portfolio companies.

The Code will be reviewed from time to time to assess its adoption status and
reflect changes in the capital markets’ needs, Vietnamese laws and regulations,
as well as global corporate governance trends and practices.

(End)
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Appendix C. A sample reporting format

Following sample shows the additional information to be required by the Corporate
Governance Code in sections | through VI; sections V through IX are copied from Appendix
05 of the Circular No. 155/2015/TT-BTC (replacing the Circular No. 52/2012/TT-BTC)

Although Circular No. 155 prescribes the disclosure rules for public companies, it is
beneficial for non-public, non-listing companies if they are aiming to be listed in near future

or if they are willing to enhance their governance related disclosure and transparency.

Requirements under the Vietnamese laws & regulations:

Appendix 05 of the Circular N0.155/2015/TT-BTC stipulates the format of the “Report on
Situation of Corporate Governance” for public companies, organizations issuing bonds,
securities companies, asset management companies, and other entities subject to the Circular
155.

Corporate Governance Report
<Example Only>

To: The shareholders
Name of the company
Head office address: Telephone: Fax: Email:

Charter capital:
Securities code (if available):

l. Overview of the Enterprise’s corporate governance policy/framework

Narrative explanation of the Enterprise’s corporate governance policy and framework.

<Example>
Corporate Governance and Objective of Establishing the Corporate Governance Policies

At the XYZ Corporation and its affiliated companies (hereinafter referred to as the “XYZ
Group™), corporate governance is defined as the system of processes and practices based
on the XYZ Principles and the XYZ Management Philosophy. The system is intended to
ensure transparency and fairness in business and speed up management decisions and
practices. This is done by connecting the entire process from oversight and supervision
all the way to business execution in order to boost the XYZ Group’s competitive edge.
XYZ's corporate governance also involves building such a system and maintaining its
proper function. The ultimate objective is to achieve sustainable enhancement of
corporate value by earning the support of all stakeholders.
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In accordance with this basic stance, the XYZ Group has set forth the following corporate
governance policies (hereinafter referred to as the “Policies”) as the foundation for the
Group's pursuit of continuous improvement of its corporate governance.

<XYZ Principles >
Our Mission
* To improve lives and contribute to a better society
Our Values
* Innovation Driven by Social Needs
Be a pioneer in creating inspired solutions for the future.
* Challenging Ourselves
Pursue new challenges with passion and courage.
* Respect for All
Act with integrity and encourage everyone’s potential.

<Management Philosophy >
We believe a business should create value for society through its key practices.

We are committed to sustainably increasing our long-term value by putting Our Mission
and Values into practice.

* We uphold a long-term vision in our business practices to create solutions to society’s
needs

* We operate as a truly global company through our fair and transparent management
practices

* We cultivate strong relationships with all of our stakeholders through responsible
engagement

(Note: This is one of the real example of multinational companies in Japan)

Il.  Corporate Governance Statement

Statement that the Enterprise adopts the Corporate Governance Code (CGC) and
whether the Enterprise does not apply any specific Principle or Principles as of the
specified date.

If an enterprise is categorized as B2 or a smaller enterprise subject to certain exemption
(i.e. applies only General Principles) for the purpose of applying the CGC, the enterprise
is expected to state so here.

If an enterprise is categorized as B2 or a smaller enterprise but decided to apply the
entire CGC without exemption (i.e. applies both General Principles and Principles), the
enterprise is expected to state so here.
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<Example>
The Board of Directors of XYZ Corporation (the “Company”) declares the following:

- Pursuant to xxx (name of the SCIC’s internal regulation), as of April 30, 201x, the
Company applies all the general principles, principles and recommendations of the
corporate governance code for the SCIC’s portfolio companies (published and effective
on January 1, 201x) (the “Code”), with the exceptions of the following principles and
recommendation:

- Principle 4.5 — Independent non-executive director
- Principle 4.13 — Board evaluation
- Recommendation 4.19 — Pay ratio disclosure

The Company has been categorized by SCIC as Group A2 since January 1, 2013. Asan A2
company, we are not required to report any exceptions to the Recommendations within
the Code, we have decided to report all exceptions voluntarily to the stakeholders.

Hanoi, April 30, 201x

Board of Directors, XYZ Corporation

I11. Explanation of reason for non-application of CGC

No. Principle #/ CGC Explanation of reasons/rationale why the
Requirement Enterprise does not apply specific Principle of
the CGC

If an enterprise applies all General Principles
and Principles, then, the enterprise is expected

to state so.
<Example>
Principle 4.5. Independent non- | The board of directors of XYZ Corporation (the
executive director “Company”) consists of 12 members, of which

8 are executive and four are non-executive
directors. However, there is no non-executive
director who satisfies all requirements of
independence prescribed by the LOE.

We believe that two out of the four non-
executive directors, namely, Mr. XX and Ms.
YY could act like independent directors by
expressing their objective independent
opinions, given their characteristics and
attitude toward other members of the board.

In a meantime, the Company is eagerly seeking
candidates to be our independent board
members so that we could appoint at least
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three independent directors at the next general
shareholders meeting.

Principle 4.13 Board evaluation Because of the unexpected turn-over of the
Board of Directors during the year, the
Company did not perform the annual board
evaluation for the year ended December 31,
201x. However, we plan to perform the board
evaluation in the coming year by using the self-
assessment questionnaire.

Recommendation | Pay-ratio Because of the significant reorganization of the
4.19 disclosure Company during the year that lead to a spin-off
of our major business line, we have decided not
to disclose the pay ratio information in our
201x annual report. As the spin-off
significantly affected the calculation of average
annual salary of employees, the pay-ratio
information during the transition period might
be misleading the user of such information.

IV. Explanation of how the Enterprise applies CGC

No. Principle #/ CGC Explanation of how the Enterprise complies with a

Requirement specific Principle of the CGC (If the Enterprise disclose

the same information in other report such as Annual
Report, cross-reference to the other report)

<Example 1> Making reference to other document available at the enterprise’s website:

The Company upholds the aim and spirit of the Corporate Governance Code (hereinafter
referred to as the "Code”), and these Policies articulate that the Company implements all of
the principles set forth in the Code, including those principles that call for disclosure of
specific items, in the Company’s corporate governance system and practices.

These Policies are available at the XYZ Group Website:

<Insert the URL here>

For details regarding the Company’s implementation of the principles stated in the Code,
please refer to “Corporate Governance Code Implementation Status” on p.X.

For result of the evaluation of effectiveness of the board (stated as Recommendation 4.13 of
the Code), please refer to "Overview of the Results of the

Evaluation of the Board of Directors’ Effectiveness” on p.X.
(...omitted ...)
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(Note:

This is one of the real example of multinational companies in Japan)

<Example 2> No reference to other document

Principle

Description of
disclosure
requirement

Description of application

Principle
4.13

Board evaluation

The Board have conducted annual self-evaluation to
determine whether the Board was functioning
effectively. The chairman of the Board received
comments from all directors and report to the Board
on January 25, 201x with an assessment of the Board’s
performance, as well as the performance of each
director. The assessment focused on the Board’s and
each member’s contribution to the Company and
specifically focused on areas in which the Board
believe improvement could occur.

These were discussed with the full board and
concluded that our Board was operating effectively as
of and for the year ended December 31, 201x.

V.  Activities of the Board of Directors (BOD):
1. Meetings of the Board of Directors;

No. Member of the | Position Number of Ratio Reason for not
BOD meetings attending
attended
Mr./Ms. ...
2. Supervision of Director (General Director) by the BOD;
3. Activities of sub-committees of the Board of Directors.
VI. Resolutions/Decisions of the Board of Directors
No. Resolution/Decision No. Date Content
VII. Change in list of related persons of the public company in accordance with Article
6.34 of the Law on Securities (6-month/annual report):
No. Name of Securities Position at NSH No., Address Time of Time of no | Reason
organizati trading the date of becoming longer
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on/
individual

account (if
available)

company
(if
available)

issue,
place of
issue

arelated
person

being a
related
person

VIII. Transactions of internal shareholders and related persons (6-month/annual report):

4. List of internal shareholders and related persons
No. Name of Securities Position at ID Address Number of Shares Note

organizati trading the card/Pass shares ownership
on/ account (if company port No., owned at ratio at the

individual available) (if date of the end of end of

available) issue, period period

place of
issue

5. Trading in shares:

No. Person Relationship with Number of shares Number of shares Reasons for
conducting internal owned at the beginning owned at the end of increases,
trading shareholders of the period the period decreases
(purchase, sale,
Number of Ratio Number of | Ratio conversion,
shares shares bonus, etc.)

6. Other transactions: (transactions of internal shareholders/major shareholders
and related persons of the Company).

IX. Other matters to be noted (6-month/annual report)

Chairman of the Board of Directors
(Sign and seal)
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JICA/SCIC Project 2
Corporate Governance Code

Pilot Testing - Introduction
June 2016

<Version 1.5x>

-

o’ }
_l jlc Japan International Cooperation Agency
pwc

| Agenda

Introduction

Background

Project Overview

How we have developed the draft corporate governance code (CGC)
Contents of the draft CGC and Application Guidance (AG)

Q&A
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INntroduction

 |ntroduction
* Project team

| Introduction (1)

» State Capital Investment Corporation (SCIC) is engaged with the Japan
International Cooperation Agency (JICA) and its consultant,
PricewaterhouseCoopers Aarata Japan (PwC), to develop the corporate
governance code (CGC) and its application guidance (AG) for SCIC’s
portfolio companies.

» As part of the project, two sample portfolio companies are selected and
expected to participate to the pilot testing of the draft CGC and AG.

* The objective of the pilot testing is to assess the feasibility of the draft CGC
and AG before implementation.

* Any findings and comments during the course of performing the pilot
testing will be discussed among SCIC’s TF members and reflected in the
finalizing process of the CGC and its AG.

» Contributions to the pilot testing by the two portfolio companies should be
highly appreciated.
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Introduction (2)
Corporate governance failures

Some of the recent incidents include:
*  Olympus (2011) — financial reporting issue
* Toshiba (2015) — financial reporting issue

* Mitsubishi Motor (2016) — non-financial, compliance issue

[
Introduction
Project Team Overview

JICA
HQ in Japan
Vietnam Office

JICA PwC
Experts Consultants
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| Project Team - SCIC CGC Task Force

_______________ .
| Deputy General Director:

I Mr. Nguyen Hong Hien
1

________________

_______________

________________

* Le Thanh Tuan,
Director, Head of
PMD4

« Do ThiPhuong Lan,
PMD2 « DamThuyNga, !

M e _# / * LeBaNam Linh, Deputy Director |

PMD1 * Nguyen Anh

« Tran Minh Duc, Tam !
PMD3 e !

« Tran Trung Kien,

PMD4

o

_____

_____

(Source: SCIC website) 7

- = =
Background

What is “corporate governance”?

Why corporate governance is so
Important?

What is our goal?
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| i
What is “corporate governance”?

which enterprises are directed and
controlled.

through which the objectives of the
enterprises are set, and the means of
attaining those objectives and monitoring
performance are determined.

» The purpose of corporate governance is to

deliver the long-term success and
performance of the enterprise.

e« Board of directors or equivalent are
responsible for the governance of
their enterprises.

» Corporate governance (CG) is the system by

» Corporate governance provides the structure

facilitate effective management that can /

CG is not just
“managing the
company” or “internal
controls.”

N

“Long-term sustainability”

CG is focusing on the
(not a “short-term” profit).

plays an important role

“Board of directors”
in the good CG.

RN

[ . .
Why corporate governance is so important?

Good corporate governance is a “must” to obtain full benefits from

global capital market. Why?

v Alevel of corporate governance is a measure to predict an
enterprise’s long-term sustainability (= how successful in a long-

term)

v"Investors make their decisions based on the investee’s business
strategy, financial information and non-financial information which
derived from transparent corporate governance.

Therefore, corporate governance must be:
0 Credible,
0 Well-understood, and
O Internationally accepted principles.

— 217 —
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What is our goal?

To enhance the corporate governance among SCIC’s portfolio
companies by:

» Developing the corporate governance code (CGC) that is
comparable to the internationally recognized standards,
such as G20/0ECD Principles of Corporate Governance (“OECD
Principles 2015”);

* Voluntary application of the CGC by SCIC’s portfolio companies by
preparing the “corporate governance report” in a prescribed
format; and

» Establishing the mechanisms through which SCIC could
continuously monitor and assess the level of corporate governance of
its portfolio companies.

11

{
Corporate Governance Code for SCIC’s portfolio
companies - Target level

A
3
2 scic ’
3 i OECD
S Principles
z -
= ® HanoizHem ﬁg}ﬁ'o?gf
; e Stock listed yIarge
: o Exchanges companies)
g : Rules & p
g ?Where we Regulatl_ons
3 ' are now for public
S ’ entities
o
>
(5]
- i
v
>
June 2016 Oct.2020? Time frame

12
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Project Overview

* Project overview
* Pilot testing

[
Project overview (1)
Developing the Corporate Governance Code

Expected timing of
completion:
September 2016

Submission: November 2015

Progress
Report
r
gL L L L L L L TN

\

Discussion with Researches on other Develop: Pilot Testing:
SCIC on Planning Asian _COUﬂt”eS - Draft Corporate - Two sample
Starting from: Experiences from Governance Code portfolio companies
- OECD Principles Voting Guidelines PJ (CGC) o el e o s
Input from initial - Draft Application apply the draft CGC

= (OI=ED S0l meetings with SCIC Guidance (AG) and AG
Guidelines, and g L

. Task Force members Training in Japan - Draft CGC and AG
- GAP Analysis and management (March 2016) are to be revised

Finalize:

- Corporate
Governance Code

- Application
Guidance

Hold: Workshops

\\s ________
L We are here
Completed: October — Expected timingof |  L__ZZZli_Zo H
November 2015 activities: June —
August 2016

14
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Project overview (2)
Pilot Testing - Timeline

July 25 ~ 29, 2016

June 13 ~ 24, 2016 July 11 ~ 22, 2016 (In Japan)

August 8 ~ 12, 2016

—i Introduction of &N Testing the

Q. the concept of o draft CGC and

9 corporate 3 AG by applying

) governance and R ¢n them to the
why it is sample
important portfolio

Explanations of Aol

<t Meetings with

o SCICTF
members to
finalize the CGC
and Application
Guidance

Feedback to

the draft Discussing any
corporate > difficulties and

sample pilot
companies

Workshops

governance areas for

code (CGC) and improvements
its application of draft CGC
guidance (AG) and AG

The above schedule is a preliminary one; however, flexibility is limited due to the final deadline for project
completion is set as the end of September 2016.

15

Pilot Testing (1)
Step 1: June 13 ~ 24, 2016 (In Vietnam)

O Meetings with the sample pilot companies (Kick-Off)
O Introduction of the concept of corporate governance and why it is important

O Discussing overview of the draft corporate governance code (CGC) and its application
guidance (AG)

O Explanations of the pilot procedures in July including requests for preparation.

16

3-3-8 — 220 —




{
Pilot Testing (2)
Step 2: July 11 ~ 22, 2016 (In Vietnam)

O Testing the draft CGC and AG by applying them to the sample pilot companies. It
requires several extensive interviews with the sample pilot company personnel.

+  “Testing” means sample pilot companies are expected to prepare the “corporate
governance report” in a format included in the Appendix C to the AG of the draft
CGC.

* SCIC TF members and PwC consultants are working closely with the sample pilot
company personnel in charge of the project in preparing the corporate governance
report.

O Discussing any difficulties and areas for improvements of the draft CGC and AG

*  Some comments from one sample pilot company (“Company A”) may contradict
from comments from another sample pilot company (“Company B”). TF members
and PwC consultants work together to resolve such areas to develop the best CGC
for the SCIC’s portfolio companies in general.

17

| Pilot Testing (3)
Step 3: July 25 ~ 29, 2016 (In Japan)

O Reflecting findings and comments from pilot companies and SCIC TF members to the
final CGC and AG

+ Based on the comments received during the course of the pilot program, PwC
consultants are going to modify the draft CGC and AG in Japan.

¢ The revised draft CGC and AG (in English and in Vietnamese) will be reviewed by
the SCIC TF members for further comments.

* If necessary, teleconference is arranged between SCIC TF members, JICA experts
and PwC consultants toward the finalization.

O Communicating with SCIC TF members and management

* Arevised draft CGC and AG will be circulated among SCIC department heads and
other relevant parties for their comments.

18
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Pilot Testing (4)
Step 4: August 8 ~ 12, 2016 (In Vietnam)

O Meetings with SCIC TF members to finalize the CGC and AG

e After circulating the revised draft CGC and AG among relevant SCIC management,
TF members and PwC consultants will discuss toward finalization (“near-final
CGC draft™)

« If necessary, we will reach-out other stakeholders for their comments on the near-
final CGC draft and AG.

O Feedback to sample companies

¢ Anear-final CGC draft and AG will be shared with the sample pilot companies
together with the thought process through the pilot testing.

O Workshops

*  The potential audience might include SCIC’s department heads, representatives,
and portfolio companies who are interested in the adoption of the corporate
governance code in future.

- Date and place should be fixed as soon as possible

19

How we have developed the draft
corporate governance code (CGC)?

3-3-10
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| How we have developed the draft CGC? (1)
Corporate Governance Code and other rules

Best Practices /
Soft law

Corporate Governance
Code

= voluntarily apply

~N
Stock Exchange Rules

= must comply

Decrees

Law on Enterprises

Laws & Regulations
= must comply

Minimum
Requirements for
All Enterprises /

Hard Law

21

| How we have developed the draft CGC? (2)
Based on OECD Principles 2015 — Six principles

I. Ensuring the basis for an effective corporate governance framework

« The corporate governance framework should promote transparent and fair markets, and the efficient allocation
of resources. It should be consistent with the rule of law and support effective supervision and enforcement.

11. The rights and equitable treatment of shareholders and key ownership functions

« The corporate governance framework should protect and facilitate the exercise of shareholders’ rights and
ensure the equitable treatment of all shareholders, including minority and foreign shareholders. All
shareholders should have the opportunity to obtain effective redress for violation of their rights.

I11. Institutional investors, stock markets, and other intermediaries

» The corporate governance framework should provide sound incentives throughout the investment chain and
provide for stock markets to function in a way that contributes to good corporate governance.

IV. The role of stakeholders in corporate governance

« The corporate governance framework should recognise the rights of stakeholders established by law or through
mutual agreements and encourage active co-operation between corporations and stakeholders in creating wealth,
jobs, and the sustainability of financially sound enterprises.

V. Disclosure and transparency

« The corporate governance framework should ensure that timely and accurate disclosure is made an all material
matters regarding the corporation, including the financial situation, performance, ownership, and governance of
the company.

V1. The responsibilities of the board

« The corporate governance framework should ensure the strategic guidance of the company, the effective
monitoring of management by the board, and the board’s accountability to the company and the shareholders.

— 223 —
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How we have developed the draft CGC? (3)
GAP Analysis

To understand the current status and potential areas of difficulties in
application of the CGC

Any
GAPs ?

What SCIC’s
current rules &
regulations require

What OECD
Principles/SOEs
Guidelines require

Analyze the
GAPs, if any.

23

I

3-3-12

How we have developed the draft CGC? (4)
Researches on other Asian countries

Points of Focus

What are the major
differences between the OECD
Principles/SOE Guidelines

and each country’s CGC?
e Legal basis

Application method

Vietnam «  Disclosure requirements

Monitoring

- *  Any suggestions or
Singapore implications to the SCIC's
«  Reference materials include:

« ASEAN Corporate
Indonesi Governance Scorecard —
onesia Country Reports and

Assessments (ADB)

— 224 —
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How we have developed the draft CGC? (5)
Several choices - Application

One code for every Exemptions for smaller

companies

enterprise

* Thought Process -
e One size doesn’t fit all
e Exemptions would include:

» Ways of application (e.g. some
part of the CGC are exempted
from application)

e Timing (e.g. grace period for
application)

« Disclosure requirements (e.g.
less disclosures for certain
companies)

» Thought Process -

 Separate code for different group
of portfolio companies?

« Listed or non-listed
» SCIC’s investment strategy

e Financial institutions vs. non-
financial, Industry specific
consideration

e Large vs. small (what is a
“large” enterprise?)

25

| How we have developed the draft CGC? (6)
Several choices — Disclosures

Basis of Who's Where to

» Application e Chairman of  Part of annual e At least
Guidance of the the Board of financial annually
CGC specifies Directors? reporting (non- « Whenever
what should be « Board of financial material event
disclosed (Not Directors as a information)? occurs (e.g.
mandatory) whole? - Aseparate change of

. CQC and AG « Senior requirement ownership,
will be management (e.g. corporate corporate
incorporated (e.g. CEQ)? governance structure
into the SCIC’s report)? change,
internal rules & * Any others? changes in
regulations senior

management)

— 225 —
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Contents of the draft corporate
governance code

3-3-14

Content of the draft corporate governance code
(Revised as of June 13, 2016)

* Preface

» Section 1: The rights and equitable treatment of shareholders
e Section 2: Role of stakeholders in corporate governance

» Section 3: Disclosure and transparency

» Section 4: Responsibilities of the board

* Application Guidance (as of June 13, 2016)

» Appendix A: Reference to legal documents

* Appendix B: Terminologies

* Appendix C: A sample reporting format

28
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| Content of the draft corporate governance code
Content mapping with OECD Principles 2015

OECD Principles 2015 Draft CGC for Pilot

Testing
I. Ensuring the basis for an effective Preface
corporate governance framework General Principle 1
. : The rights and equitable treatment of
I1. The rights and equitable treatment of . shareholders

shareholders and key ownership functions

General Principle 2.
I11. Institutional investors, stock markets, Role of stakeholders in corporate
and other intermediaries governance

. General Principle 3.
1V. The role of stakeholders in corporate Disclosure and transparency
governance o
General Principle 4.
V. Disclosure and transparency Responsibilities of the board

V1. The responsibilities of the board Application Guidance
Appendix A

p ) Appendix B
Other countries’ leading practices Appendix C 7

29

Contents of the draft corporate governance code

Principles-based approach
Not a rule-based approach

SCIC’s portfolio companies vary in —

» Size (charter capital, revenue, total assets, net assets, the number of
employees, etc.)

* Organizational structure (e.g. single-tier, two-tier board system) and
management style

* Industry sector, business model and complexity of operation
* Risk profile and other attributions

e SCIC’s ownership %

» SCIC’s investment categories (Al, A2, B1, B2)

No single set of rules can be applied to all portfolio
companies (“one size doesn’t fil all”); certain flexibility
should be allowed.

30
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Contents of the draft corporate governance code

[
Contents of the draft corporate governance code

Terms

* Clarification of the terms

Comply 7/ tuan thu

* Follow the “hard-laws” without exception

Apply /7 ap dung

» Follow a principle within the corporate
governance code or any other “soft-laws”

Adopt / Str dung

» Follow/Implement the entire corporate
governance code as an internal policy

31

Contents of the draft corporate governance code

| Comply (Apply) or explain approach

It provides flexibility in applying the CGC.
<Example>
Principle 2.1. requires implementation of a code of conduct.

If an enterprise has already implemented the code of conduct, then, the
enterprise is applying the Principle 2.1.

If an enterprise does not have a code of conduct in place, the enterprise
should explain the reasons why. It could be either -

* The enterprise believes that the code of conduct is not necessary
because it has other measures (need to explain further) to achieve
the same outcome; or

» The enterprise believes that the code of conduct is beneficial so it is
going to implement in near future (by specifying the timeline).

32
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Contents of the draft corporate governance code

[
Contents of the draft corporate governance code
Three-tier structure — voluntary adoption

[ General ] I/;IIiIgh Iet\;e:-and conce-ptuzll.sc) -
.. portfolio companies are subject to
Pr|nC|pIes apply (no “explanation”).

o All portfolio companies are subject to use “apply or
PrlnCIpIeS explain” approach (= if the company does not apply,
then, the company should explain the reasons. )

Best practice examples for large* or public
Recommendations companies.

Not subject to “apply or explain” approach.

* “Large” companies are defined in the CGC.

33

Contents of the draft corporate governance code

" Application of the CGC
Who applies which part of the CGC

SCIC’s portfolio companies (Note)

Code

Component Large or p_ublic Not_ large, non- Smalle_r
companies public companies companies
General Apply Apply Apply
Principles
Principles Apply or Explain  Apply or Explain  Reference only
FelelelnplnglcialeEldE Recommended to  Reference only Reference only
ons apply

Note: The above SCIC’s portfolio companies could be categorized in a different way, such as SCIC'’s
investment classification category (Al, A2, B, B2). We will discuss during the pilot testing for better

application of the CGC.

34
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Contents of the draft corporate governance code

[
The Board (Two-tier system)
Traditional in Vietham

[ General Shareholders’ Meeting ]

Members of the Board of Directors and Supervisory
Board are elected at the shareholders’ meeting

% Supervisory Board* k % Board of Directors %

Supervising activities of the BOD Management function relating to
and Management, as well as —)the business operation
financial situation

Legal responsibilities stipulated in the LOE

Legal responsibilities stipulated in the LOE
* English translation may be l

“Inspection Committee” in some

literature. l
4[ Management ]7

Execution of day-to-day business activities and
lower level decision making

35

Contents of the draft corporate governance code

| The Board (Single-tier system) — New
Global standard/Newly introduced by LOE

[ General Shareholders’ Meeting ]

Highest decision making body

l Directors are elected at the shareholders’ meeting

— Board of Directors —

Oversight of the management

- Legal responsibilities stipulated in the LOE

- Setting the long-term strategic direction of the enterprise

- Members of board of directors (BOD) include:
»  Executive directors (CEO, CFO, etc.), Non-executive directors (NED)
*« Independent non-executive directors

[ Management ]

Execution of day-to-day business activities and lower level
decision making

“Senior Management” includes CEO, CFO, COO and other C-suites.

36
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Contents of the draft corporate governance code

Post implementation review (PIR) and continuous
updates

Note that this PIR process is NOT

Developing the Corporate Governance Code included in the current Project.
is not a goal but a starting point of further

improvement and enhancement of the
governance of enterprises in the portfolio of ‘ Possible revision
SCIC of the Code
Improvements
in application

y

Monitoring of

disclosure
Monitoring of accur?cty and
adherence of the completeness

C‘;ﬁro"’}n initial Code Each enterprise is responsible for
application, continuous improvements and
;‘;{'S'fe"r‘g‘éﬁoul q enhancements of its own corporate
be in place governance.

SCIC is also responsible for monitoring of
each enterprise governance structure and its
operation

37

Draft Corporate Governance Code

Section 1
Section 2
Section 3

Section 4
Application Guidance
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Draft corporate governance code

{
Draft corporate governance code (June 13, 2016)

Preface General General General General
Principle 1 Principle 2 Principle 3 Principle 4
Background 1.1. Sufficient 2.1. Code of conduct | 3.1. Disclosure 4.1. Relations with Shareholders
information examples

Principles-based

1.2. Participation to

2.2.-23.

3.2. Fair disclosures

4.2.- 4.3. Risk management and

approach GSM — say on pay Whistleblowing internal control
Comply (Apply) or 1.3. Equality 2.4. ESG matters 3.3. Strategic 4.4. Corporate culture
explain investors
The Board 1.4 Related-party 3.4. Avoid boiler- 4.5. Independent NEP
transactions plate
The Structure of the | 1.5. Minority 3.5. Disclosure of R4.6. Specialized committee
Code shareholders risks 4.7.-4.10. Effective board
Post 1.6. Constructive 3.6. Disclosure of R4.11. Separation of chairman/CEO
implementation dialogue internal controls R4.12. Effective operation
review

R1.7. Anti-take-over
devices

3.7. Disclosure of R4.13. Board evaluation

External auditor

1.8. Relations with R3.8. Disclosure in R.4.14. Succession planning

shareholders English
R3.9.-R3.10. Audit | 4.15.-4.18. Remuneration
of financial R4.19. Pay ratio
statements

4.20.-4.22. Training
R4.23. D&O Insurance

39

Draft corporate governance code

| Section 1:
The right and equitable treatment of shareholders

General Principle 1.

Enterprises should take necessary measure to protect and facilitate the exercise of
shareholders’ rights and ensure the equitable treatment of all shareholders, including
minority and foreign shareholders. All shareholders should have the opportunity to
obtain effective remediation for violation of their rights.

1.1 Shareholders should be sufficiently and timely informed and have the right to approve relevant
decisions

1.2 Shareholders should have the opportunity to vote in GSM

1.3 All shareholders of the series of a class should be treated equally

1.4 Related-party transactions
P 4 The OECD Principles 2015 says, “The

corporate governance framework should
protect and facilitate the exercise of
shareholders’ rights and ensure the
equitable treatment of all shareholders,
including minority and foreign
shareholders. All shareholders should
have the opportunity to obtain effective
redress for violation of their rights.”

1.5 Minority shareholders should be protected
1.6 Enterprise’s policy on constructive dialogue with shareholders
1.7R Anti-take-over devices

1.8 Relations with shareholders

40
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Principle 1.4. Related-party transactions

l
Related Party — scope

Should we expand the scope of “related party”?

Objective: Several definitions of the “related
Prevention of conflicts of Interest parties” in Vietnamese laws

e LOE 4.17 - Related person

e LOE 162 - Contracts, transactions which must be
approved by the General Meeting of Shareholders or
Board of Management

Require approval by
Board of Directors/

Shareholders Meeting

e LOS 6.34 - Affiliated persons
e Circular 121, Chapter V

» Vietnam Accounting Standard 26

Consider if an enterprise should
set the wider, more strict scope to
request either approval or
disclosure for the purpose of
Corporate Governance Code
compliance?

Require
proper
disclosure

e.g. an employment of the relatives of

management of the company
41

Principle 1.5. Minority shareholder protection

{
Minority shareholder protection

Why it is important

* One of the many factors that foreign investors would consider in their
investment decision making — their rights are protected or not.

» Investor’s confidence that the capital they provide will be protected from
misuse or misappropriation by corporate managers, board members or
controlling shareholders is an important factor in the development and
proper functioning of capital markets. (OECD Principles 2015)

* LOE and other regulations require certain protections for minority
shareholders to ensure equitable treatment, such as pre-emptive rights when
a company increases its capital.

» Beyond these legal requirements, an enterprise should have means of

redress (=remedy).
‘ Excessive litigation

Allowing investors to seek remedies
for infringement of ownership rights

42
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Draft corporate governance code

Section 2:
Role of stakeholders in corporate governance

General Principle 2.

Enterprises should fully recognize that appropriate cooperation with the stakeholders
other than shareholders, is indispensable in achieving sustainable growth and increasing
corporate value over the mid- to long-term.

2.1 Code of conduct
2.2 Whistleblowing - framework
2.3 Whistleblowing - point of contact

2.4 ESG matters - Environmental, social and governance matters/Sustainability issues

43

Principle 2.1. Code of conduct

| Code of conduct

* Many companies have already implemented its own Code of
Conduct for all employees/management. Some companies have
different contents of the code of conduct for different group of
people (e.g. finance/accounting department, executive directors)

» Continuous monitoring of its effectiveness and adherence by all
employees is important.

* Does your company:
- Provide training sessions for code of conduct?
- Perform annual compliance confirmation?
- Has mechanism through which any violation is timely reported?
- Has internal policy for disciplinary actions?

44
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Principle 2.2. Whistleblowing

| Whistleblower - Example
Rio Tinto (UK)

“Whistleblowing” programme

The board has adopted a confidential and independently operated whistleblowing programme called
Speak-OUT. This offers an avenue where employees, contractors, suppliers and customers of Rio
Tinto managed sites can report concerns anonymously if they so choose, subject to local law. This can
include any significant concerns about the business, or behaviour of individuals, including suspicion
of violations of financial reporting, safety or environmental procedures or business integrity issues
generally. The programme features web submission, a case management tool to better manage cases,
and a reporting tool to allow for improved analysis of case statistics and reporting. Rio Tinto is also
looking at ways to increase the positive awareness of Speak-OUT. The Audit Committee receives a
report twice annually on Speak-OUT activity as does the Sustainability Committee with regard to
calls to Speak-OUT impacting sustainable development issues.

(Source: Rio Tinto, Annual Report 2014)

45

Principle 2.4. ESG matters

{
Environment, social and governance (ESG)
Why it is important?

Financial Information Non-financial information
 Financial statements e Strategy

 Note disclosures e Corporate governance

» Audit Report  Board of Directors

e Committees

 Senior Management
e Environmental matters
« Social responsibilities

Provide historical results of an Provide more information as to
enterprise’s financial performance long-term sustainability and
growth potential of an enterprise

Also provide potential risk profile
of an enterprise

46
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Draft corporate governance code

Section 3:
Disclosure and transparency

General Principle 3.

Enterprises should make appropriate information disclosure in compliance with the
relevant laws and regulations. Enterprises should also try to actively provide
information beyond those required by laws, which includes both financial and non-
financial information such as business strategies, business issues, risks and governance
matters.

The board should recognize that disclosed information should be accurate, clear and
concise so that it will serve as the basis for constructive dialogue with shareholders.

3.1 Material information disclosures 3.7 External auditor

3.2 Fair disclosure 3.8R Disclosure in English

3.3 Strategic investors 3.9R Audit of annual financial statements

3.4 Not a boiler-plate disclosure 3.10R Disclosure of individual nomination and
3.5 Disclosure of risks appointment of directors

3.6 Internal control system

47

3-3-24

Draft corporate governance code

Section 4:
Responsibilities of the board

General Principle 4.

(1) The board should be responsible for monitoring management performance and
achieving an adequate return for shareholders, while preventing conflicts of interest
and balancing competing demands on the enterprise.

In order to fulfil their responsibilities, the board should be able to exercise objective
and independent judgment.

(2) The board should be responsible to oversee the risk management system and
systems designed to ensure that the enterprise is in compliance with applicable laws and
regulations, while determining the nature and extent of the principal risks it is
willing to take in achieving its strategic objectives.

(3) The board is not only accountable to the company and its shareholders but also has
a duty to act in their (=the enterprise and its shareholders’) best interests. In addition,
the board is expected to take due regard of, and deal fairly with, other stakeholder
interests including those of employees, creditors, customers, suppliers and local
communities. Observance of environmental and social standards is relevant in this
context.

In order to fulfil their responsibilities, board members should have access to accurate,
relevant and timely information.

48
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Draft corporate governance code

General Principle 4.(1)
Responsibilities, Objective and independent judgment

4.1 Dialogue with shareholders

4.5 Independent non-executive director

4.6R Specialized committee

4.7 Board diversity — skills, experiences

4.8 Board composition — executive vs. non-executive, independent directors

4.9 Formal and transparent procedures in appointment of new directors
4.10 Sufficient time allocation and commitment by each director

4.11R Separation of the chairman and CEO

4.12 Effective operation of the board

4.13 Board evaluation

49

Principle 4.6. Specialized committee

{ . . .
Specialized committee

Audit committee

e Audit committee is not same as “supervisory board” in Vietnam

» Audit committee members are all board of directors and usually all members have
certain level of accounting/auditing experiences or knowledge (e.g. Sometimes

described as “financial literacy”, “financial sophistication”, “financial expert” in
English)

e Many jurisdictions in the world requires Audit Committee within the Board

e Some of the responsibilities include:

ﬂssist the Board of Directors in its oversight of: \

* The integrity and audit of the company’s financial statements,

* The company’s accounting, financial reporting and disclosure processes and
the adequacy of the systems of disclosure and internal control established by
management,

* Processes established by management to provide compliance with legal and
regulatory requirements,

» The independent auditor’s qualifications, performance and independence,

K » The performance of the company’s internal audit function.

50
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Principle 4.5 Independent non-executive director

| Sample board of directors — DANONE (France)

Single-Tier Model with
specialized committees:

audit committee,
nomination and
compensation committee,
special responsibility
committee,

strategy committee, and
executive committee.

Total 15 BOD members
(Single Board)

2 corporate officers,
10 independent directors,
2 employee
representatives,
1 other non-independent
director

(Source: DANONE Registration Document
2014)

51

Principle 4.7. Board diversity

[

3-3-26

Board diversity — Example
Microsoft (US)
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Principle 4.13. Board evaluation

| Board evaluation - Example
Vodafone Group (UK)

ﬁ Disclosures in 2013 ‘ Disclosures in 2014

(Source: Vodafone Group Annual report 2013/2014)

53

Draft corporate governance code

General Principle 4.(2)
Risk management and risk taking

4.2 Risk management and internal control

4.3 Internal audit function

4.4 Corporate culture

4.14 Succession planning for key executives

4.15 Executive directors’ remuneration —design

4.16 Claw-back provision

4.17 Formal and transparent procedures for developing executive directors remuneration policy
4.18 Remuneration disclosures

4.19R Pay Ratio disclosure

— 239 —
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Principle 4.2. Risk management and internal control

[
Risk management and internal control
What mechanism in place?

<Sample Risk Assessment Matrix>

Risk Rating

Overall
Other Hz&ulgl)

Frequency
of Review

Responsibility

Bribery Revenue Cyber Environ-
recognition  security = mental

Internal Low Internal audit/  Annually
location/ X X X X X Business unit

business

Exterr_lal/ X X X X X Moderate CFO Annually
Supplier

E>_<ter_na|/ X X X X Moderate CFO Quarterly
Distributor

External/ X X X X X High CFO Quarterly
Agent

55

Principle 4.3. Internal audit function

[
Internal audit function

* Internal audit function could be outsourced.

» Generally, internal audit function directly reports to the audit
committee, supervisory board, or board of directors as well as it reports to
CEO and relevant senior management (= one level above what internal audit
function is auditing).

» If aninternal audit function reviews financial reporting process, it should
not directly report CFO who is responsible for it.

* Internal audit function should maintain objectivity and independence
from what it is auditing.

56
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Principle 4.15. Executive directors’ remuneration

| ) ) : i
Executive directors’ remuneration

Best Balance between risk taking (= incentive) and risk management

Variable Fixed
compensation compensation
should be linked to would not provide
an enterprise’s incentives, but it

Long-term success

mid-to-long-term ensures

performance, not a maintaining

single-year profit current business
actiavities as they
are

palualio yjoad wis)-140ys

57

Draft corporate governance code

General Principle 4.(3)
Accountability

4.20 Director training

4.21 Director training — chairman’s duty

4.22 Director training — corporate governance
4.23 D&O insurance
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Principle 4.23. D & O Insurance

| D&O Insurance
Adequate coverage

« D&O insurance is a liability insurance to cover indemnification for losses or defense
costs in the cases where directors and officers suffer losses from a legal action brought
against any acts in their capacity as directors and officers. The enterprise should
arrange appropriate insurance coverage in respect of such legal actions against its
directors or officers if General Shareholder Meeting approves.

» However, D&O insurance coverage should not allow directors or officers to act without
due care (moral hazard); the terms of the insurance policy should be examined
carefully.

¢ Shareholders should be informed of the terms of the D&O insurance
policy including deductible amount and reason of why such amount is set
at an appropriate level.

59

| Application Guidance
Corporate governance report — Appendix C

Corporate Governance Report <Sample Only> At minimum, an enterprise is

expected to describe the
structure (single tier or two tier
model), and general policy of

the corporate governance here.

To: The shareholders

Name of the company

Head office address: Telephone: Fax: Email:
Charter capital:

Securities code (if available):

1. Overview of the Enterprise’s corporate governance policy/framework™

Narrative explanation of the Enterprise’s corporate governance policy and framework. /r

An enterprise is expected to

II. Corporate Governance Statement™ state that it has been applying

Statement that the Enterprise applies the Corporate Governance Code (CGC) and whether the which part(s) qf the CGC anq

Enterprise does not apply any specific Principle or Principles as of the specified date. whether there is any unapplied
. . AT . c rincipl .

If an enterprise is categorized as a “smaller enterprise” subject to certain exemption (i.e. P principle(s)

applies only General Principles) for the purpose of applying the CGC, the enterprise is expected
to state so here.

If an enterprise is categorized as a “smaller enterprise” but decided to apply the entire CGC
without exemption (i.e. applies both General Principles and Principles), the enterprise is e

expected to state so here. An enterprise is expected to
explain why particular
principle(s) cannot be applied

A‘/\by the enterprise.

II1. Explanation of reason for non-application of CGC™

‘ No. | Principle #/ CGC Explanation of reasons/rationale why the Enterprise does
Requirement not apply specific Principle of the CGC

60
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‘Thank YOUl.

© 2016 PwC. All rights reserved.

PwC refers to the PwC Network and/or one or more of its member firms, each of which is a
separate legal entity. Please see www.pwc.com/structure for further details.

This content is for general information purposes only, and should not be used as a substitute
for consultation with professional advisors.
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Draft Section 5 of the Corporate Governance Code for

SCIC’s Portfolio Companies (as of June 2016)

Section 5: SCIC's roles as a shareholder

5. SCIC’'s roles as a shareholder

General Principle 5.

SCIC should enhance the medium- to long-term investment returns for its portfolio
companies and beneficiaries (including ultimate beneficiaries) by improving and fostering

the portfolio companies’ corporate value and sustainable growth through constructive

engagement based on in-depth knowledge of the companies and their business environment.

Requirements under the Vietnamese laws & regulations:

Chapter 1V (article 88 — 109) of the LOE stipulates the state owned enterprises.

I. Rationales for state ownership - The state exercises the ownership of SOEs in the interest

of the general public. It should carefully evaluate and disclose the objectives that justify

state ownership and subject these to a recurrent review.

Il. The state’s role as an owner - state should act as an informed and active owner, ensuring

that the governance of SOEs is carried out in a transparent and accountable manner,

with a high degree of professionalism and effectiveness.

I11. State-owned enterprises in the marketplace - Consistent with the rationale for state
ownership, the legal and regulatory framework for SOEs should ensure a level playing
field and fair competition in the marketplace when SOEs undertake economic activities.

IV. Equitable treatment of shareholders and other investors —Where SOEs are listed or
otherwise include non-state investors among their owners, the state and the enterprises

should recognise the rights of all shareholders and ensure shareholders’ equitable

treatment and equal access to corporate information.

V. Stakeholder relations and responsible business - The state ownership policy should fully
recognise SOESs’ responsibilities towards stakeholders and request that SOEs report on

their relations with stakeholders. It should make clear any expectations the state has in

respect of responsible business conduct by SOEs.

VI. Disclosure and transparency - State-owned enterprises should observe high standards

of transparency and be subject to the same high quality accounting, disclosure,

compliance and auditing standards as listed companies.

— 244 —

3-4-1



VII. Stakeholder relations and responsible business — The boards of SOEs should have the

necessary authority, competencies and objectivity to carry out their functions of
strategic guidance and monitoring of management. They should act with integrity and '

be held accountable for their actions.

Principles:

5.1. Ownership policy

The ultimate purpose of SCIC’'s ownership of portfolio companies should be to
maximize value for society, through an efficient allocation of resources.

SCIC’s ownership policy including the exercise of shareholder’s right should be
accessible to the general public and widely circulated amongst the relevant ministries,

agencies, SOE boards, management, and the legislature.

5.2. The SCIC’s role as a shareholder

SCIC should allow portfolio companies’ full operational autonomy and should respect
their independence.

SCIC should enhance the transparency of the nomination and election of portfolio
company boards and such nomination and election should be based on an appraisal
of the variety of skills, competencies, knowledge and experiences required to protect
from political interfere. SCIC should refrain board members from SCIC or other state
organizations from attaining large proportions of BOD especially when SCIC is a
dominant shareholder.

However, it should be accepted that SCIC exercises shareholders rights effectively and
appropriately with unique competencies such as legal, financial, economic and
management skills that are experienced in carrying out fiduciary responsibilities.
SCIC shall not make a shareholder proposal which SCIC would vote against under the
VG. SCIC shall also refrain from exercising shareholders rights in a manner

inconsistent with the Principles included in this Code.

5.3. Successive growth of the enterprises in market place

3-4-2

SCIC should encourage portfolio companies to face market consistent conditions
(without undue advantages or disadvantages relative to private enterprises) to
strengthen its competitiveness for a long term development.

SCIC should focus on the state ownership function and should prevent conflicts of

interest between ownership function and other state’s functions.
— 245 —



5.4. Equitable Treatment of Shareholders
SCIC should closely monitor that all shareholders are treated equitably and encourage
portfolio companies to develop an active policy of communication and consultation
with all shareholders.
SCIC should enhance the strategic shareholders’ rights as fair compensation for the
obligations imposed on, or the commitment made by, the strategic shareholder.
SCIC should avoid abusive action as a dominant shareholder especially for the
nomination and election of BOD members. Abuse can occur through inappropriate
related party transactions, biased business decisions or changes in the capital
structure favouring controlling shareholders.
In cases of partial privatization of SOEs, SCIC and portfolio companies should take
specific care to ensure the protection of minority shareholders including introducing

efficient means of redress!.

5.5. Stakeholder Relations and Responsible Business
SCIC and SOEs should recognize and respect stakeholders’ rights established by law
or through mutual agreements in order to make portfolio companies sustainable and
financially sound.
. SCIC should act and make decisions so that portfolio companies could make decisions

for stakeholders, not for political interest

5.6. Disclosure and Transparency
. SCIC should encourage portfolio companies’ disclosure of the following items;
Remuneration policy of board members and key executives.
Board member qualifications, selection process, including board diversity policies,
roles on other company boards and whether they are considered as independent by
the SOE board.
. Any material transactions with the state and other related entities.

SCIC should encourage listed companies and large scale equitized SOEs to develop

1 Refer to the commentary to Principle 1.5 of the draft Corporate Governance Code for SCIC’s portfolio
companies that says: One of the possible abusive actions may include the multiple voting shares that do not
follow “one share, one vote” model AND unevenly preferable to the controlling shareholders. However, if
minority shareholders have a right to vote on or approve the creation of such multiple voting shares, as well as
any material changes to the attributes of such shares, it could be an effective means of redress. Other possible
abusive actions may include but not limited to pre-emptive rights, golden shares, and any other forms of
restrictions on issuance of shares. To prevent potential abuse, minority shareholder approval on these actions
should be considered.
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disclosure policy based on international standard in addition to the requirements of
Vietnamese law.

5.7. The responsibilities of the boards of portfolio companies
SCIC should encourage portfolio companies’ board and their committees to be
structured to act independently from the management such as the separation of the

functions of the chair and CEO.

<Recommendations>

5.8. SCIC’srole as an owner (New — for discussion only)
SCIC should allow its portfolio companies full operational autonomy to achieve their
defined objectives and refrain from intervening in their management. SCIC as a
shareholder should avoid redefining its portfolio companies’ objectives in a non-

transparent manner.

(End)
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Agenda

Background
Discussion Point:
- What is the appropriate name for Section 5 (“new document”)
- How to use the new document by SCIC
- How to disclose the content of new document
- SCIC’s current disclosure on the website
Next steps
Reference materials
- Other organizations’ disclosure examples
- UK Stewardship Code
- Santiago Principles

PwC
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| Background

PwC

Section 5 of the draft corporate governance code (CGC) for SCIC’s portfolio companies was
originally included in the Principles part of the draft Voting Guidelines (VG) FY2015, which had
been discussed among SCIC VG task force (TF) members, JICA experts, and JERI consultants. It
describes the SCIC’s roles as a shareholder and developed based on the OECD Guidelines on
Corporate Governance of State-Owned Enterprises 2015 Edition (“OECD SOE Guidelines 2015”).

At the meeting on October 15, 2015, SCIC (Mr. Hien and VG TF members), JICA chief advisor and
experts, JERI consultants and PwC consultants agreed that the Principles part of the draft VG
should be removed from the draft VG but should be discussed further as part of the CGC
discussions. In response to this meeting, the Principles part of the draft VG has been tentatively
moved to the draft CGC as Section 5, although it is not a “CGC for portfolio companies” in its
nature.

The wording of the Section 5 should be revised in line with the new Decree that defines the SCIC’s
roles and responsibilities. The new Decree has been approved by MOF and expected to be enacted
shortly.

SCIC had an internal discussion and has decided to separate Section 5 from CGC
(Sections 1 through 4) on 14th of July.

How to present/disclose the content of Section 5 is to be discussed further among
relevant parties.

3-5-2

{
What is the appropriate name for Section 5,

if

separated from the CGC?

SCIC’s

e Corporate Governance Statement/Declaration?
e Stewardship Statement?

* Mission Statement?

e Visions?

» Code of conduct?

Any other ideas?

PwC

* Wording should be revised in accordance with the name of
document

(e.g. SCIC should do something... >>> SCIC does something...)
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|
How to use the new document (ex-Section 5)

v A formal declaration or statement
that should be followed by SCIC
voluntarily beyond legal
requirements.

Who is responsible for the new document?

, O
v It shows SCIC’s strong 0%0®e | All principles should be
commitment/accountability as a o followed (adhered) by
shareholder of each portfolio scle

company.

v' Itencourages SCIC’s portfolio
companies to voluntarily adopt the
corporate governance code (mutual,
reciprocal commitment).

v It provides transparency to
stakeholders.

Not all principles might Initial
not necessarily be adoption/disclosure
followed by SCIC on the website

PWC 5

How to disclose the new document (1)

Disclosures in English on SCIC’s website

Reliability of the disclosed information

- Generally, Supervisory Board (Inspection Committee) is
responsible for the accuracy & completeness of an entity’s
information disclosure

- In addition, an external independent auditor could provide certain
assurance over disclosed information (negative assurance only)

How often is the disclosed information updated?

- From time to time but at least annually

Refer to the other organizations’ current disclosures

PwC 6
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[
How to disclose the new document (2)
Current disclosure on the website

PwC

J

Possibly add to this area?

3-5-4

Next Steps

1. To determine the suitable name of the document of Section 5 and agree among
relevant parties including SCIC, JICA and JICA consultants (JERI, PwC)

2. Modify the wording in accordance with the new Decree and new name of the
document.

3. Determine how to use the document and who is responsible within SCIC.

4. Perform preliminary self-assessment of adherence of each principle by SCIC

5.  Determine how to disclose it

6. Consider accuracy and completeness of disclosed information — any needs for the 3"
party assurance (audit)?

7.  Obtain necessary approval within SCIC.

PwC

Implement the new document (= disclosure on the website)

Continuous reviews, updates and monitoring after initial adoption

Future milestone will be included in the PwC consultant's final report to JICA/SCIC.
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- Y
Reference materials

Examples of other organizations
UK Stewardship code
Santiago Principles

| Disclosure example — TEMASEK (1)
“Steward”

PwC 10
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Disclosure example — TEMASEK (2)
Corporate governance

Footnotes:

Corporate Governance
Temasek is a commercial investment company governed by the provisions of the Singapore Company Act.

Our governance framework emphasises substance over form, and long term over short term, and put institution over
self. It provides for accountability and a robust balance between empowerment and compliance.

We espouse the principles of commercial discipline, built on our set of MERITT values, namely: meritocracy,
excellence, respect, integrity, teamwork and trust.

As an investment company, Temasek owns and manages its assets, investing and divesting with full commercial
discretion and flexibility under the guidance of our Board, including investment, divestment and business decisions.

Our commitment to deliver long term value is supported by a philosophy and culture of ownership.

Under Singapore’s Constitution and laws, neither the President of the Republic of Singapore nor the Singapore
Minister for Finance!, our shareholder, is involved in our investment, divestment or other business decisions, except in
relation to the protection of Temasek’s own past reserves.

For further information on corporate governance, please see Institution in the Temasek Review 2015.

tUnder the Singapore Minister for Finance (Incorporation) Act (Chapter 183), the Minister for Finance is a body corporate.

(Source: TEMASEK website http://www.temasek.com.sg/abouttemasek/corporategovernance )

PwC

11

3-5-6

Disclosure example — TEMASEK (3)
Fostering stewardship and governance

Does SCIC
comply with \

Santiago
Principles?

PwC

(Source: TEMASEK Review 2016) http://www.temasekreview.com.sg/steward/fostering-stewardship-and-governance.html)

12
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|
Disclosure example — TEMASEK (4)
Statement by auditors — No material inconsistencies

We are the auditors of Temasek Holdings (Private) Limited (“Temasek”). We have audited the statutory consolidated financial statements. of
Temasek and its subsidiaries (the “Group”) for the financial years ended 31 March 2008, 2009, 2010, 2011, 2012, 2013, 2014,
2015 and 2016 and have issved unqudlified audit reports. The audited statutory consolidated financial statements of the Group for the
financial year ended 31 March 2007 were audited by PricewaterhouseCoopers LLP whose auditors’ report were also unqualified

Under the Singapore Companies Act, Chapter 50, Temasek is an exempt private company and is not required to publish its audited
statutory consolidated financial statements.

Management is responsible for the preparation and presentation of the Group Financial Summary for the financial years ended 31 March
2007 1o 2016. The Group Financial Summary consists of the Group Income Statements, Group Balance Sheets and Group Cash Flow
Statements as at and for the financial years ended 31 March 2007 to 2016 and Group Statements of Changes in Equity for the financial
years ended 31 March 2015 and 2016, which is prepared and presented based on the audited statutory consolidated financial
statements. The Group Financial Summary does not contain all the disclosures required by Singapore Financial Reporting Standards
applied in the preparation of the audited statutory consolidated financial statements of the Group. Reading the Group Financial Summary,
therefore, is not a substitute for reading the audited statutory consolidated financial statements of the Group

Our responsibility is to express an opinion on the Group Financial Summary based on our procedures, which were conducted in
accordance with Singapore Standard on Auditing (SSA) 810 — Engagements fo Report on Summary Financial Statements.

In our opinion, the Group Financial Summary is summarised and presented consistently, in all material respects, with the audited statutory
consolidated financial statements of the Group.

Other Information in Documents Containing Summary Financial Statements
‘D 24. The auditor shall read other information included in a document containing the summary
KPM 6( L“/ financial statements and related auditor’s report to identify material inconsistencies, if any,
with the summary financial statements. If, on reading the other information, the auditor

KPMG LLP identifies a material inconsistency, the auditor shall determine whether the summary financial

Public Accountants and Chartered Accountants statements or the other information needs to be revised. If, on reading the other information,

Singapore the auditor becomes aware of an apparent material misstatement of fact, the auditor shall
discuss the matter with management. (Ref: Para. A19)

27 June 2016 (Source: SSA 810)

(Source: TEMASEK Review 2016)
PwC 13

Disclosure Example — Malaysia Khazanah (1)

OUR GOVERNANCE AND ACCOUNTABILITY FRAMEWORK

Khazanah is guided by a governance and accountability framework that establishes a clear structure of responsibility,
authority and governance in how we operate. This is strengthened by internal systems and controls in the form of
policies, procedures and guidelines on matters ranging from risk management and investment approvals to corporate
values and ethical standards.

We make appropriate disclosures of our performance and operations, be they required by law and the relevant
authorities or voluntary dissemination of information to our stakeholders, including the public, across various
platforms and forums.

Our accounts are audited by an independent external auditor as well as the Auditor-General’s Office, and the audited
financial statements are submitted to the Companies Commission of Malaysia. We have also shared key information to
the Public Accounts Committee (PAC).

We also make known to the public key information on our official website and annual publications including The
Khazanah Report and Khazanah Corporate Responsibility Report.

Stakeholder engagement remains a priority for us. We organise various outreach programmes for the media, analysts
and fund managers, government agencies, parliamentarians and civil society organisations. We hope these
engagements will enhance their understanding about Khazanah.

Our mandate is closely tied to the Government’s development aspirations. It guides our investment and operational
approach. While it ensures consistency to our overall operation, it fulfils the objectives set out by our shareholders.

Like other strategic investment funds, Khazanah taps into international capital markets when the need arises. But we
are mindful of any endeavour into the capital markets. Our security and investments are rated accordingly. We provide
adequate and frequent disclosure of our financial position through rating agencies and market participants.

(continued to the next slide)
PwC 14
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Disclosure Example — Malaysia Khazanah (2)

OUR GOVERNANCE AND ACCOUNTABILITY FRAMEWORK
(continued from previous page)

We comply with statutory public disclosure requirements concerning our investments, divestments, and capital raising
exercises. We also disclose financial data to our shareholder (Minister of Finance, Inc), Bank Negara Malaysia, and the
Department of Statistics on a regular basis.

The Board of Directors governs our operations. The board members consist of representatives from the Government
and the corporate sector with diverse professional backgrounds and expertise. Dato’ Sri Mohd Najib Tun Abdul Razak,
the Prime Minister of Malaysia and Minister of Finance, is the Chairman of our Board.

The Board meets regularly and is ultimately accountable and responsible for Khazanah's overall governance and
performance.

A Board Charter sets out the roles and responsibilities of the Board in overseeing the management of Khazanah.

The Board is assisted by two subcommittees — the Executive Committee (EXCO) and the Audit and Risk Committee
(ARC). The four-member EXCO comprises three Non-Executive Directors and an Executive Director, while the ARC
consists of three Independent Directors.

Our Governance and Risk Management Framework serves as a guide for the effective management of risks, and to
inculcate a culture of good corporate governance and risk management throughout the institution.

The framework comprises a Risk Management Policy, Schedule of Matters for the Board, Limits of Authority applicable
to the Management, Code of Conduct as well as Policies and Procedures, which guide our employees in their actions
and behaviours.

PwC 15
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The UK Stewardship Code (September 2012) (1)
Seven principles

Principle 1 — Policy on stewardship

« Institutional investors should publicly disclose their policy on how they will discharge their
stewardship responsibilities.

Principle 2 — Conflicts of interest

« Institutional investors should have a robust policy on managing conflicts of interest in relation to
stewardship which should be publicly disclosed.

Principle 3 — Monitoring of investees
« Institutional investors should monitor their investee companies.
* See Guidance for detail

Principle 4 — Guidelines on intervention

« Institutional investors should establish clear guidelines on when and how they will escalate their
stewardship activities.

Principle 5 — Collaboration wi

« Institutional investors should be willing to act collectively with other investors where
appropriate.

Principle 6 — Voting policy and activity
« Institutional investors should have a clear policy on voting and disclosure of voting activity.
Principle 7 — Recording of activities
« Institutional investors should report periodically on their stewardship and voting activities.

PwC 16
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The UK Stewardship Code (September 2012) (2)
Principle 3 — Monitoring of investee companies

Effective monitoring is an essential component of stewardship. It should take place regularly and be
checked periodically for effectiveness.

When monitoring companies, institutional investors should seek to:
« Keep abreast of the investee company’s performance;

« Keep abreast of developments, both internal and external to the company, the drive the
company’s value and risks;

« Satisfy themselves that the company’s leadership is effective;

e Satisfy themselves that the company’s board and committees adhere to the spirit of
the UK Corporate Governance Code, including through meetings with the chairman
and other board members;

¢ Consider the quality of the company’s reporting; and

¢ Attend the General Meetings of companies in which they have a major holding, where
appropriate and practicable.

Institutional investors should consider carefully explanations given for departure from
the UK Corporate Governance Code and make reasonable judgments in each case. They
should give a timely explanation to the company, in writing where appropriate, and be prepared to
enter a dialogue if they do not accept the company’s position. (...omitted...)

PwC 17

Santiago Principles (1)
Sovereign Wealth Funds Generally Accepted Principles and Practices
(October 2008)

GAPP 1 The legal framework for the SWF should be sound and support its effective operation
and the achievement of its stated objective(s).

GAPP 2 The policy purpose of SWF should be clearly defined and publicly disclosed.

GAPP 3 Where the SWF's activities have significant direct domestic macroeconomic implications,
those activities should be closely coordinated with the domestic fiscal and monetary
authorities, so as to ensure consistency with the overall macroeconomic policies.

GAPP 4 There should be clear and publicly disclosed policies, rules, procedures, or
arrangements in relation to the SWF's general approach to funding, withdrawal, and
spending operations.

GAPP 5 The relevant statistical data pertaining to the SWF should be reported on a timely
basis to the owner, or as otherwise required, for inclusion where appropriate in
macroeconomic data sets.

GAPP 6 The governance framework for the SWF should be sound and establish a clear and
effective division of roles and responsibilities in order to facilitate accountability and
operational independence in the management of the SWF to pursue its objectives.

PwC 18
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| Santiago Principles (2)

Sovereign Wealth Funds Generally Accepted Principles and Practices

(October 2008)

GAPP 7 The owner should set the objectives of the SWF, appoint the members of its
governing body(ies) in accordance with clearly defined procedures, and exercise
oversight over the SWF’s operations.

GAPP 8 The governing body(ies) should act in the best interests of the SWF, and have a clear
mandate and adequate authority and competency to carry out its functions.

GAPP 9 The operational management of the SWF should implement the SWF’s strategies in
an independent manner and in accordance with clearly defined responsibilities.

GAPP 10 The accountability framework for the SWF's operations should be clearly defined in
the relevant legislation, charter, other constitutive documents, or management
agreement.

GAPP 11 An annual report and accompanying financial statements on the SWF’s operations
and performance should be prepared in a timely fashion and in accordance with
recognized international or national accounting standards in a consistent manner.

GAPP 12 The SWF'’s operations and financial statements should be audited annually in
accordance with recognized international or national auditing standards in a
consistent manner.

PWC 19
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| Santiago Principles (3)

Sovereign Wealth Funds Generally Accepted Principles and Practices

(October 2008)

GAPP 13

Professional and ethical standards should be clearly defined and made known to the
members of the SWF’s governing body(ies), management, and staff.

GAPP 14

Dealing with third parties for the purpose of the SWF’s operational management
should be based on economic and financial grounds, and follow clear rules and
procedures.

GAPP 15

SWF operations and activities in host countries should be conducted in compliance
with all applicable regulatory and disclosure requirements of the countries in which
they operate.

GAPP 16

The governance framework and objectives, as well as the manner in which the SWF's
management is operationally independent from the owner, should be publicly
disclosed.

GAPP 17

Relevant financial information regarding the SWF should be publicly disclosed to
demonstrate its economic and financial orientation, so as to contribute to stability in
international financial markets and enhance trust in recipient countries.

GAPP 18

PwC

The SWF'’s investment policy should be clear and consistent with its defined
objectives, risk tolerance, and investment strategy, as set by the owner or the
governing bogy(ies), and be based on sound portfolio management principles.

20
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[
Santiago P

rinciples (4)

Sovereign Wealth Funds Generally Accepted Principles and Practices

(October 2008)

GAPP 19

The SWF'’s investment decisions should aim to maximize risk-adjusted financial
returns in a manner consistent with its investment policy, and based on economic
and financial grounds.

GAPP 20 The SWF should not seek or take advantage of privileged information or
inappropriate influence by the broader government in competing with private entities.

GAP P 21 SWFs view shareholder ownership rights as a fundamental element of their equity investments’ value. If an
SWF chooses to exercise its ownership rights, it should do so in a manner that is consistent with its investment
policy and protects the financial value of its investments. The SWF should publicly disclose its general
approach to voting securities of listed entities, including the key factors guiding its exercise of ownership rights.

GAPP 22 The SWF should have a framework that identifies, assesses, and manages the risks of
Its operations.

GAPP 23 The assets and investment performance (absolute and relative to benchmarks, if any)
of the SWF should be measured and reported to the owner according to clearly
defined principles or standards.

GAPP 24 A process of regular review of the implementation of the GAPP should be engaged in
by or on behalf of the SWF.

PwC 21
I
© 2016 PwC. All rights reserved.
PwC refers to the PwC Network and/or one or more of its member firms, each of which is a
separate legal entity. Please see www.pwc.com/structure for further details.
This content is for general information purposes only, and should not be used as a substitute
for consultation with professional advisors.
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Appendix 2-1

Survey sheet 1

Voting Guideline - current situation of investee company

Notes for answering this sheet:

numbers printed in |

|are inputted based on the list of the portfolio companies

* if the given information in the column of is incorrect or changed, please write correct or new information in the column in blank..

Your sheet No. if necessary (

2015 New (Correct or revise the data

Code ltem 2015 OId printed in the left column if the data is 2016
not right or out of dated)
[ About the portfolio company
1.10 |Company Code (given by SCIC) BGT20
1.20 [Company name Bac Giang Cement JSC
1.30 |Allocated group (check in the @ ) B2 A-1 (invested strategically core group) [J; A-2 (guided strategically core group) [0; B-1 (flexible group) O0; B-2 (divesture group) O
Please chose and write the number of the industry
classification shown in the right column: 1. Telecommunication; 2. Healthcare; 3. Financial Services (banking—insurance); 4. Information
In case of '99. Others', please also specify the Technology; 5. Construction; 6. Water—Electricity—Gasoline;
1.40 |Industrial Section (by main products/activities) (601010 - Other sector industry/ . 7. Production of basic consumer goods (foods, beverages & drinks...); 8. Energy—Mining; 9.
ry/sector; . y .
Transportation; 10. Agriculture; 11. Commerce/wholesale & services;
99. Others
. 1.Single-member limited liability company [1; 2.Multiple-member limited liability company [I; 3.Joint stock [J; 4.Partnership [J; 5.Private [1; 6.Corporate group [J; 7.Share
Joint Stock Company . X . X " .
1.50 [Type of the company holding company [1; 8.Joint venture [1; 9.Foreign owned [1;
11. Listed [J; at Hanoi EX [J; at HCMX [0; 12. un listed [J;
. . . Thi trén Tan Uyén, huyén Tan Uyén,
1.60 |Province/address of the company registration A ’
tinh Lai Chau
1.70 |Chartered Capital amount (million VND or million|58,173,000,000 1.VND O, 2. USD O amount:
1.80 |of which, amount held by SCIC 2,703,250,000 1.VND 0, 2.UsD O amount:
1.90 [Year that SCIC acquired the share of the enterpr|Ti€p nhan nam 2013 (19XX):
. . 1.PMD 1 [O; 2. PFD 2 [J; 3. PMD 3 ;4. PMD 4 [J; 5. New Investment Dept. [J; 6. North Branch [J; 7. Central Branch [J; 8. Southern Branch [J;
1.10 |Department/branch in charge Portfolio Department Management 1 9. Other Dept. [1 (Please specify the name of the Dept.: )
Il About General Meeting of Shareholders (or Members' council) of the company
2.10 (Closing date of the annual accounting December 1, 2, etc. (please write the number of the month):
2.20 [Month when Shareholders' meeting was held April 1, 2, etc. (please write the number of the month):
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Survey sheet 2

Voting Guideline - Research on the use of the VG; for limited liability company

Your sheet No. if necessary (

Item

Write or check in the blank of the appropriate one

About the portfolio

1.10

Company name

1.20
1.30
1.40

1.50

1.70

Company Code (given by SCIC)
Chartered Capital amount (million VND or million USD)

Number of shareholders

Amount of shares held by SCIC

1.VND [0, 2.usb O

1.VND [0, 2.usb O

D —

amount:

i ———

amount:

Top 10 shareholders/controlling shareholders if any (with
number of shares or percentage of shares)

Department/branch in charge

Name of shareholders

|number or percentage of shares held by the sharehold

Address or Province

S © o No Oob o~ =

0

(please write below the number or the name of the Department/branch listed in the right):

P

1. Portfolio Department (PD) 1; 2. PD 2; 3.PD 3; 4.PD4; 5. Investment Department; 6. Southern Branch;
Central Branch;
99. Others (in case selecting others, please write the name of the department in the left column)

7.

210
220

About General Meeting of Shareholders (or Members' cou
Date of the Shareholders' meeting (or Members' council)

Number of shareholders presented in the meeting

incil) of the company
Date: [/ /

(dd/mm/yyyy) 1. Annual general meeting O; 2. Extraordinary meeting O;

Responces from external represetative (Please write what

Issues voted (write all the issues item by item)

Instruction given by SCIC to the state representatives for
voting

Date of report to SCIC prior to the shareholders'
meeting

Date of instruction for vote form SCIC Result of the votes

If the instruction was rejected, what was the
adopted proposition and what are the reasons
why the result was different from SCIC's
instruction

Did you refer to the VG?

Please write © if yes, X if not

Were rational and
instructions by VG helpful?
Please write © if yes, X if
not

Any comments or
suggestions about the item
for making the VG
instruction more applicable?

(A. Agree; B. Not Agree; C. Abstention)

(dd/mm/yyyy)

(dd/mmf/yyyy) 1. accepted [J; 2. not accepted O

1.

=)

1.2
1.30

o

1.

>

0|

1.50]

Approval of the Financial Statements and related
documents

Approval of annual business plan

Approval of the long-term development strategy
Approval of income allocation (including disposal of
surplus and decision on dividend considering dividend
ratio)

Approval of investment

1.60]

1.7

=]

1.

®

0|

Approval of sales of assets, including approval of
divestment of shares in other companies

Ratification of the BOD report, report of the Supervisory
Board, and performance report of each BOD member
Election of member of the BOD, taking the director’s
attendance into consideration and the inclusion of at least
one outsider or independent director in the BOD

1.90
1.

0]

1.

1

1.12]
1.

3
2.10
2.20

2.30

Dismissal or replacement of the BOD member or
Supervisory Board member

Appointment of Supervisory Board members
Appointment of Auditors, auditing companies or branch of
a foreign auditing company in Vietnam to audit financial
statements

Approval of M&A plan or approval of transforming,
restructuring, dividing or dissolving the company

Other shareholders’ proposals

Approval of remuneration and remuneration cap for BOD
members and Supervisory Board members

Equity compensation plan

Setting or revising the maximum dilution level for the
Employee Stock Ownership Plan (ESOP)

3.10

3.20
3.30

Amendment of statute (Charter), including expansion of
business activities

Reduction of BOD members' term in office

Board structure and decrease in the maximum board size

3.40

Disclosure of information

4.10]

Increase of the charter capital

4.

N}

0

4.30]

Approval to authorize the Board to issue or repurchase
shares or grant a general mandate to the BOD to issue
shares

Approval to repurchase shares

4.40]

Creation or modification of preferred shares

5.

0

5.20

Vote 'Against' if the item does not satisfy the
requirements in the Charter, Law on Enterprise and other
regulations

Approval of establishing branches & representative
offices, SCIC shall decide on a case-by-case basis
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Issues discussed and voted in the Board of Directors
meeting (write all the issues item by item)

Instruction given by SCIC to the state representatives for
voting

Date of report to SCIC prior to the member's council
(dd/mm/yyyy)

Date of instruction for vote from SCIC (dd/mm/yyyy) [Result of the votes

If the instruction was rejected, what was the
adopted proposition and what are the reasons
why the result was different from SCIC's
instruction

Did you refer to the VG?

Please write © if yes, X if not

Were the rational and
instructions of VG helpful?
Please write © if yes, X if
not

Any comments or
suggestions about the item:
your comments for making
the VG instruction more
applicable?

1.10

1.20
1.30

1.40

1.50
1.60

Approval of the Financial Statements and related
documents

Approval of annual business plan

Approval of the long-term development strategy
Approval of income allocation (including disposal of
surplus and decision on dividend considering dividend
ratio)

Approval of investment

Approval of sales of assets, including approval of
divestment of shares in other companies

(A. Agree; B. Not Agree; C. Abstention)

/ / 1. accepted O; 2. not accepted O

1.70

Ratification of the BOD report, report of the Supervisory
Board, and performance report of each BOD member

1.80

1.90

Election of member of the BOD, taking the director’s
attendance into consideration and the inclusion of at least
one outsider or independent director in the BOD
Dismissal or replacement of the BOD member or
Supervisory Board member

1.10

1.1

1.12
1.13
2.10

Appointment of Supervisory Board members
Appointment of Auditors, auditing companies or branch of
a foreign auditing company in Vietnam to audit financial
statements

Approval of M&A plan or approval of transforming,
restructuring, dividing or dissolving the company

Other shareholders’ proposals

Approval of remuneration and remuneration cap for BOD
members and Supervisory Board members

220
2.30

3.10

Equity compensation plan

Setting or revising the maximum dilution level for the
Employee Stock Ownership Plan (ESOP)

Amendment of statute (Charter), including expansion of
business activities

3.20

Reduction of BOD members' term in office

3.30
3.40
4.10
4.20

4.30
4.40

5.10

5.2

o

Board structure and decrease in the maximum board size
Disclosure of information

Increase of the charter capital

Approval to authorize the Board to issue or repurchase
shares or grant a general mandate to the BOD to issue
shares

Approval to repurchase shares

Creation or modification of preferred shares

Vote 'Against' if the item does not satisfy the
requirements in the Charter, Law on Enterprise and other
regulations

Approval of establishing branches & representative
offices, SCIC shall decide on a case-by-case basis

5.00

Please write what kind of responces did you receive
from external representative(*1): whether the use of
VG i to the making in
AGM?

(Please give us your comments/evaluation, if any, about the effectiveness of VG as a whole.)

5.01

Does the external representative give a positive

to the usefulness of using VG?

(Please give us your comments/evaluation, if any, about the effectiveness of VG as a whole.)

D ive means a rep!

who is not a SCIC officer.(ex; BoD i as stste rep!

from the portfolio company or the line ministry including local government.)
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Survey sheet 3: Reference:

Chose appropriate number of issues for vote indicated in the reference below (if there are no suitable items, please write the issue and number X.99 as indicated below)

No. Items for vote

— ¢9¢ —

r-T-v

1.00 [Operational Items

1.10 [Approval of the Financial Statements and related documents
1.20 |Approval of annual business plan
1.30 [Approval of the long-term development strategy

1.40 |Approval of income allocation (including disposal of surplus and decision on dividend considering dividend ratio)

1.50 [Approval of investment

1.60 |Approval of sales of assets, including approval of divestment of shares in other companies

1.70 |Ratification of the BOD report, report of the Supervisory Board, and performance report of each BOD member

1.80 |Election of member of the BOD, taking the director’s attendance into consideration and the inclusion of at least one outsider or independent director in the BOD
1.90 [Dismissal or replacement of the BOD member or Supervisory Board member

1.10 |Appointment of Supervisory Board members

1.11 |Appointment of Auditors, auditing companies or branch of a foreign auditing company in Vietnam to audit financial statements

1.12 |Approval of M&A plan or approval of transforming, restructuring, dividing or dissolving the company

1.13 [Other shareholders’ proposals

2.00 |Remuneration

2.10 |Approval of remuneration and remuneration cap for BOD members and Supervisory Board members
2.20 |Equity compensation plan
2.30 |Setting or revising the maximum dilution level for the Employee Stock Ownership Plan (ESOP)

3.00 |Article amendments

3.10 |Amendment of statute (Charter), including expansion of business activities

3.20 |Reduction of BOD members' term in office

3.30 [Board structure and decrease in the maximum board size
3.40 |Disclosure of information

4.00 |Share Issuance Request

4.10 (Increase of the charter capital

4.20 [Approval to authorize the Board to issue or repurchase shares or grant a general mandate to the BOD to issue shares
4.30 [Approval to repurchase shares

4.40 [Creation or modification of preferred shares

5.00 [Miscellaneous items related to the AGM

5.1 Vote 'Against' if the item does not satisfy the requirements in the Charter, Law on Enterprise and other regulations
5.2 Approval of establishing branches & representative offices, SCIC shall decide on a case-by-case basis




Survey sheet 4 - To be asked to the State Representatives (in case of interview survey)

Voting Guideline (VG) - Comments or suggestions on the use of VG

Please give us your comments on the usefulness of the Voting Guideline 2015 or any suggestions to make it more helpful for your company management.

5.10 Date when you answered to
this survey sheet:

Date: / / (dd/mm/yyyy)

5.20 Name of your company:

Questions:

Please {4 in the appropriate
column:

1.yes 2. no

5.30.
About the use of VG:

1-1) Did you refer to the VG before AGM of
this year?
(If no, please answer 1-2)

O O

1-2) Could you share the reason ?

2-1) Is the VG useful for smoother voting
procedure?
(If no, please answer 2-2)

2-2) Could you share the reason ?

3-1) Do you think each voting policy
appropriate and benefitable for your portfolio
company?

(If no, please answer 3-2)

3-2) Could you share the reason? If there is a
specific item to be reconsidered, please share
with us.

4-1) Do you think VG enables to understand
SCIC’s policy as a shareholder clearly?
(If no, please answer 4-2)

4-2) Could you share the reason?

5) Please judge the effectiveness of VG.
(put O to the appropriate number)

not agree (not effective)

agree (effective)

1 2

5.40.

Please write any comments,
suggestions or requests for
making the use of VG more
helpful to you.

(Additional items to be inluded
or items to be amended in
current items)

2)

3)

4)

5)

(filled by Mr./Ms.

/ SCIC Department

, entrusted by the State Rep. of the company)

4-1-5
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9
jICA Japan International Cooperation Agency

VOTING GUIDELINE SURVEY

OUTPUTS & FINDINGS

August 15, 2016

. Table of contents

1. Status of survey collection

2. Analysis of issues voted in AGMs

3. Overall assessment of VG effectiveness

Japan Economic Research Institute Inc. 1

— 264 — 4-2-1



1. Status of survey collection

. Status of survey submission by SCIC officers

2015 2016
0 40
6363
60 35 a3
50 0 27
25 24
40
3131 20 18 19 191g
30 28 2929 16
25 15
22 21 22 12 n
20 9
13 10 ;
9 6
8 8
10 & \ 5 I _ 3 3 I4 3
1 1
1
0 I I | 0 0 ° I — 0 | l . - - .
Portfolio Portfolio Portfolio Portfolio Southern Central  Investment Portfolio  Portfolio  Portfolio  Portfolio  Southern ~ Central  Investment
Branch Branch Department Branch Branch Department
1 2 3 4 1 2 3 4
=Plan Done = Remaining ®Plan Done = Remaining
206 189 17 135 116 19
. 91% submitted (189/206) . 86% submitted (116/135)

. Not yet submitted due to the lateness of some Portfolio Officers.

. Note: All the companies which have not held the AGM, companies
which SCIC already divested capital or newly received (in total 35)
are already excluded from the planned total number.

Japan Economic Research Institute Inc.
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. Types of portfolio companies

2015 2016
70
40
63
61
60 35 34 33
30
50 27
25 24
40
3131 20 g 19 19 0
30 28 29 28 16
25
15
21 21 21 12 1
2 !
10 9
13 7
9
10 7 5 4
1 1 2 1 1
0 0 0 0 0 0 0 0 0
0 - —-— | - - 0
Portfolio Portfolio Portfolio Portfolio Southern Central Investment Portfolio ~ Portfolio  Portfolio  Portfolio  Southern Central  Investment
Branch Branch  Department Mar Branch Branch  Department
1 2 3 4 1 2 3 4

mTotal = 3.Joint stock ® Others mTotal =3.Joint stock = Others
206 183 6 135 116 7

. Most of the portfolio companies are Joint-stock companies: 2015=89%, 2016=86%
. Others are Shareholding companies and One Member LLC

Japan Economic Research Institute Inc. 4

. Listing status of portfolio companies - mostly unlisted companies

2015 2016
60 30
52 26
50 25
22
40 20
16
30 27 15
24
18 9 9
20 10 s
12 6
5
10 8
7 6 s 7 5 3 3
4 33 4 3 2 2
1o 0 I0220 0I00010 ololoo o Mo Lo ooollo
o M un | mm | - o [ | i’ m | m
Portfolio Portfolio Portfolio Portfolio Southern Branch Central Branch Investment Portfolio Portfolio Portfolio Portfolio Southern Central Investment
: 2 3 4 Department Branch Branch  Department
mListed on HNX = Listed on HOSE = Unlisted mna B 2 3 4
mListed on HNX = Listed on HOSE = Unlisted mna
21 21 147 0 7 16 93 0
. Total number of listed companies are small: 42 . Total number of listed companies are small: 23 (37 including OTC)
. Total unlisted companies: 140 . Total unlisted companies: 93
. Na:20 . Only 20% (32% including OTC) of the portfolio companies are
listed
Japan Economic Research Institute Inc. 5
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. Records of AGM date (Y1 is most recent)

2015 2016

70 35

60 30 6

40

3
50 25
5
20 s 15
2
a 1
20
3

’ I .

| I

[}

Portfolio Portfolio Portfolio Portfolio Southern Central Investment

i
o

o

Portfolio  Portfolio  Portfolio  Portfolio  Southern  Central  Investment Mar Mar Mar Mar Branch Branch  Department
Branch Branch  Department
1 2 3 4 1 2 3 4
= Have AGM date Do not record ® Have AGM date Do not record
171 18 101 15

. 91% (171/189) officers has recorded AGM date of portfolio . 87% (101/116) officers has recorded AGM date of portfolio

companies, only 9% of officers does not. companies.

Japan Economic Research Institute Inc. 6

. Duration between Reporting date to SCIC and Date of AGM

2015 2016
20 20 100%
17.5
16.8 8
16 80%
15
13.0 14
12.3
105 106 10.9 12 60%
10 a6 10
6.9 8 40%
6
5
4 20%
2
0 0%
Portfolio  Portfolio  Portfolio  Portfolio  Southern  Central  Investment Weighted Portfolio  Portfolio  Portfolio  Portfolio  Southern  Central  Investment  Weighted
Branch Branch  Department  average Branch Branch  Department  average
1 2 3 4 1 2 3 4
Gap Day —o—PRefered to VG (%) (right scale)
. Average duration: 12.3 working days
. The duration shows an increase at PMD3, PMD4, Southern branch while
. Average duration: 10.9 working days decreasing at other departments compared to the last year.
. Complying with New Enterprise Law on minimum duration of informing * Overall, the duration is increased than last year: this may give an
shareholders before AGM: 10 working days advantage to SCIC as SCIC could have longer time for preparation

thanks to the related amendment of the Law on Enterprise, that allows
longer date for reporting.

Japan Economic Research Institute Inc. 7
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Gap of Reporting date to SCIC and Date SCIC gave advice

2015
12
1.1

0 95

8 7.7

6.3

6 5.4

4

2

Portfolio Portfolio Portfolio Portfolio Southern
1

*  Average duration: 7.1 working days

7.1

5.6
4.8

Central Branch Investment  Weighted
Department  average

«  Duration stated in SCIC’s internal regulation for

Representative: 5 working days

= SCIC should shorten the duration of decision making.

12.0

10.0

8.0

6.0

4.0

2.0

2016

100%

80%

60%

5.3

40%

20%

0%
Portfolio  Portfolio  Portfolio  Portfolio  Southem  Central  Investment  Weighted
Branch Branch  Department  average

1 2 3 4

Gap day —o—Refered to VG (%) (right scale)

Overall, the average duration is 5.3 working days, which was well
reduced compared to the last year.

PMD3 has the highest reference rate to VG, and significantly reduced
the duration of giving advice to representatives. PMD 1 and
Investment Dept. also reduced very much the duration.

Japan Economic Research Institute Inc. 8

. Frequency of each issue by sector

2015

m Capital Goods

= Transportation

= Food Beverage & Tobacco

Materials

m Consumer Services

= Pharmaceuticals,
Biotechnology & Life

Sciences
m Retailing

. Capital Goods, Transportation, Food Beverage & Tobacco and

Consumer Services are sectors with highest frequency of issues

2016

m Capital Goods
H Transportation
= Materials
Food Beverage & Tobacco
® Retailing
= Commercial & Professional

Services
mPharmaceuticals,
Biotechnology & Life Sciences
m Consumer Durables & Apparel

= Media

u Others

. Capital Goods, Transportation, Food Beverage & Tobacco and
Consumer Services are sectors with highest frequency, the same as
2015.

Japan Economic Research Institute Inc. 9
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2. Analysis of issues voted in AGMs

. Analysis of issues voted in AGMs

Issue voted in AGM 2015

-approval of enterprise long-term or annual development strategy [ s

-approval of the financial statement or not, depending on auditors opinion

-approval of income allocation (disposal of surplus; decision of dividend
payout ratio); profit distribution;

-appointment of statutory auditors; outside auditors; independent auditor
(auditing company);

-amendment of Charter; expansion of business activities
-election of BOD or Supervisory Board member; taking the director
attendance into consideration; inclusion of at least one outsider or
independent director
-dismiss or replace BOD or Supervisory Board member
-approval of salary and benefits for management

-approval to authorize the board to issue/reduce shares, or other securities

-approval of new investment

T g0
I 75+
I s
I 2o

N 29%

I 10%

. 6%

I 1o%

I 1o%

0% 10% 20% 30%  40% 50% 60% 70% 80% 90%

m Issue voted in AGM 2015
Most issues raised are typical ones with Joint-Stock Companies

100%

Japan Economic Research Institute Inc.

11
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. Analysis of issues voted in AGMs

Top issues voted at AGM 2016

Approval of annual business plan

Approval of financial statements and related documents

Approval of report of BOD and Supervisory Board

Approval of income allocation (disposal of surplus; decision of dividend
payout ratio); profit distribution;

Approval of salary and benefits for management

Appointment of statutory auditors; outside auditors; independent auditor
(auditing company);

Amendment of Charter; expansion of business activities

Approval of long-term development strategy

Election of BOD; taking the director attendance into consideration; inclusion

T
T e5%
T
I 7
e
I 5%
A
I 4z

— 2

of at least one outsider or independent director

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

. The amendment of Charter or expansion of business activities becomes more frequently discussed issue, it has
been discussed at 47% of AGMs this year compared to 29% last year.

. The approval of salary & benefit for management issues also increase significantly, from 16% to 67% in 2016.

. Whereas approval of long term development strategy seems to be decreased from 88% to 45% (though the
classification of issues are slightly different in 2016 from that in 2015 survey).

Japan Economic Research Institute Inc. 12
. Guidance of SCIC and Voting result of AGMs
Guidance of SCIC and Voting result of AGM
SCIC guidance Result of AGM Year 2015 Year 2016
Yes Accepted 699 693
No Not accepted 13 12
Yes Not accepted 14 4
No Accepted 52 39
Total 778 748
Japan Economic Research Institute Inc. 13
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. Guidance of SCIC and Voting result of AGMs

Voted issues in AGM

Issue 2016
Yes- Not accepted No- Accepted

Approval of financial statements and related documents 1.1 0 10
Approval of annual business plan 1.2 0 3
Approval of long-term development strategy 1.3 0 3
Approval of income allocation (disposal of surplus; decision of
dividend payout ratio); profit distribution; 1.4 2 8
Approval of new investment 1.5 0 1
Approval of divestment of shares at other enterprises 1.6 0 0
Approval of report of BOD and Supervisory Board 1.7 0 6
Election of BOD; taking the director attendance into
consideration; inclusion of at least one outsider or independent
director 1.8 0 1
Dismiss or replace BOD or Supervisory Board member 1.9 0 0
Electiom of Supervisory Board member 1.11 0 0
Appointment of statutory auditors; outside auditors; independent
auditor (auditing company); 0 0
Approval of M&A or restructuring, liquidation plan 1.13 0 0
Shareholder proposals 1.14 0 0
Amendent of foreign investors' ownership 1.15 0 0
Approval of salary and benefits for management 2.1 0 1
Approval of equity dividends 2.2 0 0
Approval of ESOP 2.3 0 0
Amendment of Charter; expansion of business activities 3.1 0 2
Terms of BOD 3.2 0 0
Amendent of BOD, numbers of BOD member 3.3 0 0
Information announcement 3.4 0 0
Increase charter capital 4.1 0 1
Approval delegacy for BOD to issue or repurchase shares 4.2 0 0
Approval to repurchase shares 4.3 0 0
Issuance or modification of the preferred shares 4.4 0 0
Approval of establishing branches & reprentative offices 5.2 0 0
Others 6 2 3
Total 4 39

. Approval of Financial statements, income allocation and the report of BOD and Supervisory Board are top 3 issues
which SCIC’s guidance was not accepted by AGM. The main reason are the minority ownership of SCIC in these

companies.
Japan Economic R h Institute Inc 14
. Approval of Financial Statements by audit opinions 2016
Financial statement qualification by
number Audit opinion
Responsible department v Uzl Qualified AaGc’\(/;Ien('Jct Ll
P P (clean) P accept
#

Portfolio Management 1 1 11 10 1 0 0
Portfolio Management 2 2 8 7 0 0 0
Portfolio Management 3 3 16 16 0 0 0
Portfolio Management 4 4 18 13 4 1 3
Southern Branch 5 24 22 0 0 0
Central Branch 6 18 14 2 0 2
Investment Department 7 4 4 0 0 0
. SCIC has been practicing to vote for FS in line with audit opinions.
. However, when SCIC has the minority ownership, it could not persuade AGM to accept such opinion (Refer to PMD4).

Japan Economic R h Institute Inc. 15

4-2-8

— 271 —



3. Overall assessment on VG effectiveness

. Application of Voting guideline at SCIC

Any comment/ suggestion

Did you (SCIC Officer and Were rationale and about the items to make the

Representative) refer to instructions by VG VG instruction more

the VG? helpful? applicable?
Yes 60 62 24
No 4 0 92
na 52 54 0

. Over half of officers and representatives admit that they refer to the VG and it is helpful to them. 4 companies did not refer to VG.
For example: SCIC representative at Ben Tre construction material JSC did not refer to VG before voting.
The rest is unknown (no answer yet).
. Some Comments supplied:
- VG should be added to CPMS (a corporate governance software applied at SCIC) and upload to SCIC’s website.

- VG should be designed as a software application

Japan Economic Research Institute Inc. 17
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. Application of Voting guideline at SCIC

No. of Responses

1-Not effective 1 0
2-Somehow effective 2 1
3-Effective 3 60
4-Highly Effective 4 11
5-Excellent 5 4
na na 40
Total 116

. 65% (75/116) of officers/representatives reported to this survey admitted the effectiveness of application of Voting Guideline

Japan Economic Research Institute Inc. 18
. All vs. top 20 major companies (1): composition by industry sector
20 companies by sector
Sector No.of company
Capital Goods 5
Transportation 5
Insurance 2
Pharmaceuticals, Biotechnology & Life Sciences 2
Materials 2
Retailing 2
Banks 1
Food Beverage & Tobacco 1
All = Capital Goods 20 companies
Transportation = Capital Goods
Materials Transportation
Food Beverage & Tobacco
Retailing
Retailing
m Commercial & Professional Insurance
Services
16% ® Pharmaceuticals, Biotechnology m Pharmaceuticals
& Life Sciences . I
12% Biotechnology & Life
B = Consumer Durables & Apparel Sciences
13% Others
= Media
m Others
Japan Economic Research Institute Inc. 19
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All 20 companies

20 100%
18
16 80%
14
12.3
12 60%
10
8 40%
6
4 20%
2
0 0%
Portfolio Portfolio Portfolio Portfolio Southern Central Investment  Weighted
Branch Branch  Department  average
1 2 3 4
Gap Day —e—Refered to VG (%) (right scale)

Note: number of companies by department are

PMD1= 2, PMD2= 0, PMD3= 7, PMD4= 2, Inv. Dept.= 3,

Central B.=5, Southern B.= 1

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

Japan Economic Research Institute Inc. 20
. All vs. top 20 major companies (3): Gap of Reporting date to SCIC and Date SCIC gave
inctruetions
mrosaacauoris
All 20 companies
100%
20.0 100% 20.0 100%
18.0 18.0 90%
16.0 80% 16.0 80%
14.0 14.0 70%
12.0 60% 12.0 60%
10.0 10.0 50%
8.0 40% 8.0 40%
6.0 5.3 6.0 30%
4.0 20% 4.0 20%
2.0 2.0 10%
0.0 0% 0.0 o
Portfolio Portfolio Portfolio Portfolio Southern Central Investment  Weighted - Portfolio Portfolio Portfolio Portfolio Sol m Central Investment Weighted
Branch  Branch  Department  average A 1 AU o
1 2 3 4 1 2 3 4
Gapday ~ —e—Refered to VG (%) (right scale) vi Refered to VG (%) (right scale)
Note: same as slide 20
Japan Economic Research Institute Inc. 21

— 274 —

4-2-11



Thank you

4-2-12 — 275 —



Outcomes and Findings of the Survey
On the Application of the Voting Guideline

August 31, 2016

Task Force Team of SCIC
In Cooperation with JICA/JERI team
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1. Process of the survey

1.1

1.2

Survey method
The survey was implemented with the approval of the BOM

following the preceding example of last year.

The main objectives of the survey were to review the actual
situation of the application of the Voting Guideline (VG) 2015
which were put into the trial application from February this year
and to seek feedback comments on the effectiveness of its
application and contents and modify the contents if necessary to
make the VG most applicable for year 2016.

Targeted addressees of the survey were the officers and staffs of
SCIC (including some state representatives) who were in charge of
the companies in the portfolio of SCIC (hereafter portfolio
companies) as of end of June 2016 and using the survey sheet (the
Form is attached as Annex 1). The survey sheet were sent to and
collected from addresses via internet (e-mail). SCIC Task Force
members (TF) for preparation and revision of the Voting Guideline
2015 worked closely to monitor the progress of collection of the

survey answers.

Collection of answers

- Answers were collected from 57 officers/staffs of SCIC who were in

charge of monitoring and leading the companies in the portfolio of
SCIC and working in the Departments and branches stated below
(number of officers/staffs cooperated to answer the survey):

Portfolio Management Department 1 (6)

Portfolio Management Department 2 (6)

Portfolio Management Department 3 (9)

Portfolio Management Department 4 (10)

Investment Department (4)

Central Branch (8)

Southern Branch (14)
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Total number of companies to be covered by the survey was 170.
Of which actually eligible number of companies to implement the
survey was 135 after excluding such companies that those who
did not yet hold the Annual Shareholders Meeting (25), or SCIC
already sold the shares (total 2), newly received (5), nearly
bankrupt (2) or receiving no invitation to the shareholders

meeting (1).
2. Survey results and findings
2.1 Results of the Survey

(1) Among 135 companies surveyed, 116 gave answers by August 13.
They were all Joint stock companies. The collection rate was 89%
nearly the same level as last year (91%). Number of replies by
departments were as follows:

PMD 1: 12 (out of 18), PMD 2: 9 (11), PMD 3: 16 (19),
PMD 4: 24(27), Investment Dept.: 4 (7),

Southern Branch: 33 (34), Central Branch: 18 (19)

[slide 3, 4]

(2) Among 116, listed companies were only 23 (20% of all) and 37
(32%) including those who were listed in the OTC. [slide 5]

(3) SCIC collected the information on AGM dates of about 87% of the
portfolio companies (101 out of 116). [slide 6]

(4) AGM information was reported to SCIC in average 12.3 working
days before the AGM, which was earlier than last year (10.9
working days), reflecting the revision of related article of the Law
on Enterprises (Law No. 68/2014/QH13, Article 139-1). The earliest
case was reported by PMD 3 (in average 17.8 days, which was 10.5
days in last year). [slide 7]

(5) Looking at the duration of receiving the report/notice of holding
AGM from the portfolio company till sending back the voting
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instructions from SCIC, it was in average 5.3 working days, which
was clearly shorter than last year (7.1 days). All the departments
and branches except for PMD 4 and Central Branch reduced very
much the duration time.

By department, PMD1 reported the shortest duration of only 1.9
days and Investment Dept. was the 2nd with 3.5 days. The 3rd was
PMD 3 with 4.3 days and with the highest percentage of reference
to the VG (94%).

[slide 8]

(6) Looking at the composition of the portfolio companies by industry
sector, capital goods had the largest share with 27% and followed
by transportation (17%). The composition was not so much changed

from last year. [slide 9]

(7) Importance of issues voted in AGM this year was changed from last
year.
Issues most frequently discussed at the AGM of this year were
‘Approval of annual business plan’ (85% of discussed issues)
whereas it was ‘Approval of long-term or annual development plan’
(88%) last year. ‘Amendment of Charter or expansion of business
activities’ increased its percentage of issues discussed from 29%
last year to 47% this year. ‘Approval of salary & Dbenefit for
management issues’ also increased significantly, from 16% in 2015
to 67% in 2016. Whereas, ‘Approval of long term development
strategy’ decreased from 88% to 45% this year. [slide 11, 12]

(8) Whether the guidance/instructions by SCIC for voting at AGM
were accepted by the portfolio company or not, only 43 out of 748
issues were not accepted in 2016 much smaller number than last
year (66 out of 778).

Among the issues that SCIC experienced oppositions from other
shareholders, ‘Approval of Financial Statements (FS) and related
documents’ were the most frequent issues (10 cases), followed by
‘Approval of income allocation and profit distribution’ (8 cases) and

‘Approval of report of BOD and Supervisory Board’ (6 cases). All
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these three issues might have close relations with the accounting,
especially income allocation or profit distribution of the company.
[slide 13, 14]

One of the reasons suggested by the reporters was that SCIC has
minority percentage of shares and that SCIC could not give any
influence to the decision making of the company. It shall be noted
that SCIC had been paying due attention to the audit opinions
attached to the FS of the company and vote against for approving
FS with qualified opinion but there were other shareholders who
did not follow SCIC’s opinion. It seems necessary for SCIC to raise
more awareness of shareholders to the importance of audit
opinions attached to the FS. [slide 15]

2.2 Evaluation of efficiency on application of the VG

(1) Although about half (60 out of 116) of the companies referred to
the VG 2015 this year, almost all (115 out of 116) admitted that the
application of the VG was and would be effective. [slide 17, 18]

(2) Not so many additional comments were supplied to the inquiry but
three companies requested SCIC to consider uploading the VG on
the web-site or include VG in its IT system such as CPMS to

facilitate the reference action by the representatives. [slide 17]

3. Outcomes of interview survey

1) To get further confirmation about the reasons why there were such
cases that SCIC’s instructions for voting at the AGM were not agreed
by the management or other shareholders, TF and JERI team
implemented additional interview surveys with 6 companies asking
the prior approval of the BOM of SCIC. The interview surveys were
held during August 19 and September 1.

2) The issues newly pointed out through the interviews were as follows:
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a) SCIC has a minority share and majority of other shareholders were
with the company’s management decision. Thus even SCIC pointed
out the inappropriateness to approve the financial statement (FS)
attached with a qualified audit opinion and voted ‘against’ its
approval in AGM, other shareholders did not pay due attention to
the audit opinion nor SCIC’s judgment.

b) In relation to the amendment of Decree 58/2012/ND-CP stipulated
the foreign ownership in Vietnamese enterprises, a request was
made to include a new item related to the “Ownership change” in
the VG Dbased on the articles stipulated in the Decree
60/2015/ND-CP.

¢) In relation to the item 1.11 of VG 2015, a request was made to give
more specification for the criteria to be applied when judging the
appropriateness of the M&A cases.

d) In relations to the item 2.3 of VG2015, there were some cases that
SCIC voted ‘For’ the implementation of ESOP (Employee Stock
Ownership Plan). Taking such cases into consideration, requests
were made to state specifically the cases that SCIC would vote ‘For’

to ESOP proposal.

4. Implications for preparation of the VG 2016

Application of VG by SCIC is considered as an encouraging tool for both
SCIC and portfolio companies as it was agreed that the application of VG
contributed to increasing transparency in decision making at the AGM
and enhancing the communication between SCIC and the management

people of the company.

Portfolio companies welcomed the involvement of SCIC if it could supply
constructive advices to them and wished that SCIC might take the lead
among shareholders to establish the constructive dialogue between

major shareholders and the management of the company.

The revised version of VG 2016 is drafted taking the points stated above

in 3. 2) into consideration. The revised draft shall be finalized after the
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discussion for confirmation with TF, submitted to Mr. Hien and to the
Board of SCIC for approval.

By implementing periodical survey like this year, SCIC could have
clearer understanding about the relationship between SCIC and portfolio
companies. Looking at the outcomes of the survey, SCIC could get
objective information and bird view about changes of interest/concerns of
portfolio companies by industrial sector and by issues raised at the AGM.
Thus SCIC could deepen discussions when reviewing its annual and
mid-term strategy by analyzing the survey results and feedback

comments/opinions supplied from the portfolio companies.

SCIC shall continue to emphasize the importance of applying the
international governance rule (Corporate Governance Code) and the VG
to comply with the requirements of the expected TPP agreement.

To invite higher attention from Vietnamese enterprises for the
improvement of their corporate governance, SCIC may consider, in the
near future, to publicly announce the annual voting results of SCIC, for
example: how many cases there were that SCIC voted against the AGM
agenda but majority of shareholders voted differently from SCIC’s votes
with the reasons why SCIC voted differently from other shareholders.

(End)
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Annexes
1. Presentation material (slide)

2. Survey forms (not included here)
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Draft VG 2016

Preface

The Government has been promoting equitization of SOEs and strengthening the
competitiveness of Vietnamese enterprises. Under the rapid economic globalization,
including economic unification in the ASEAN countries, Vietnamese enterprises are facing
urgent needs to improve and modernize its corporate governance and increase the
corporate value by improving its profitability. Alliance with strategic investors will be an
efficient means to modernize corporate governance and increase the corporate value of
Viethamese enterprises.

SCIC, as the leading organization managing the state capital invested in SOEs and strongly
supported the improvement of performance and profitability of investee enterprises before
privatization. SCIC decided to prepare and publish the Voting Guideline used by SCIC'’s
state representatives. The Voting Guideline is prepared under the component “Strengthen
capacity for SCIC” of a JICA’s project named “The project for enhancing corporate finance
management capacity to implement SOE restructuring” by Japan Economic Research
Institute (JERI).

(1) Objective
SCIC decided to prepare and publish this Voting Guideline (hereafter VG) applicable to
investee companies to assist them in improving their corporate value as well as the
shareholder value with medium and long-term perspective. This is the first clear
announcement of introducing a modernized corporate governance system and improving
the corporate value in Vietnam based on the international corporate governance code
requested by the OECD. SCIC aims to improve the transparency of decision-making within
enterprises by clarifying the relationship between the management and the shareholders.
These guidelines shall be revised yearly taking into consideration the economic situation
and corporate governance practices of Viethamese enterprises.
By using VG, SCIC believes that SCIC’s representatives will:

- Enhance representatives’ capacity in studying enterprise’s documents supported for
voting decision making. Increasing representatives’ professional manner.

- Make the decision (or proposing to SCIC in case of matters must consult with SCIC) in
accordance with SCIC’s benefit based on the principle of securing and increasing capital

efficiency, and increasing enterprise’s value.
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(2) Requirements on the use of VG

VG is a reference document that the State Representatives shall refer to before the General
Meeting of Shareholders (AGM) and consultation with SCIC. In addition to SCIC’s regulation
for representatives, it is mandatory that State Representatives have to make reference to
matters specified in these guidelines as part of procedures that State Representatives have
to follow before and during the AGM. For other issues not specified in these guidelines,
State Representatives must request SCIC’s opinion before voting in cases defined in the
regulation for representatives. VG helps representatives as: (i) a reference for
representatives before requesting SCIC’s opinion; and (ii) a reference for representatives
before voting in case of issues not needing SCIC’s opinion.

The State Representatives will be requested to report the contents of the vote that they
made and the result of the AGM to SCIC/HQ after the meeting, complying with the
procedure for making related reports to SCIC/HQ.

(3) SCIC’s orientation

With regard to the application of VG, SCIC considers this as a meaningful tool to enhance
representative capacity and strengthen SCIC’s operation efficiency through SCIC’s state
representatives at enterprises. VG shall be revised yearly taking into consideration the
economic situation, corporate governance practices of Viethamese enterprises and
feedbacks from the State Representatives of SCIC. During the application of VG, SCIC

expects to receive comments from the State representatives to improve it.
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Voting Guidelines

(1) Interpretation of Terms

-Audit opinion refers to the published outcome of an auditor's review of a company's
financial statements. The audit opinion assesses the truthfulness and reasonableness of the
financial statements and their compliance with Vietnamese Accounting Principles.

-Auditors mean the persons who are granted certificates of auditors in accordance with laws
and regulations, or those who have certificates granted from foreign countries recognized by
the Ministry of Finance and passed the examination on Vietnamese laws.

-BOD or Board is the body managing the company and which has full authority to make
decisions in the name of the company and to exercise the rights and perform the obligations
of the company which do not fall within the authority of the General Meeting of Shareholders
(AGM) which means “Hoi déng quan tri” in Vietnamese (Law No. 68/2014/QH13, Law on
Enterprises, hereafter LOE, Art.149.1).

-Dividend means “a net profit paid to each share in cash or other assets from the residual
profit of the joint stock company after all financial obligations are fulfilled” (LOE, Arts.4, 3).
-Financial Statements and related documents include (i) balance sheet, (ii) income
statement, (iii) cash statement, (iv) note to financial statements, (v) reports to be discussed
and approved at the AGM (LOE, Art.136), and (vi) annual business plan.

-Independent audit means an auditor practicing a profession, auditing firms, branches of
foreign auditing firms in Vietnam, inspecting and giving their independent opinions on
financial statements and other audit works under the audit contract (Law on Independent
Audit 67/2011/QH12).

-Investment refers to all the investments stated in Article 144 of the Law on Enterprise and
Article 3.5 of Law on Investment, including the purchase of new assets with significant
amount, the value of which is 35% or more of total assets recorded in the most recent
financial statements of the company or at other percentage or value as stipulated by the
charter of the company (LOE, Art.135.2.d)

-Long-term means 5 years or longer.

-Related parties are the parties defined by Articles 4 and 17 of the LOE.
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-Shareholder value refers to the concept that the primary goal for a company is to increase
the wealth of its shareholders (owners) by paying dividends and/or causing the stock price to
increase. More specifically, it means planned actions by management and the returns to
shareholders should outperform certain benchmarks, such as the cost of capital. The
benchmarks shall be decided by SCIC.

-State Representative is an individual authorized by SCIC to exercise the rights and perform
the responsibilities and obligations of the shareholder according to the provisions of the law,
regulations, and SCIC'’s internal regulations.

-Stock option (bonus share) or stock purchase option means giving the right to purchase
their own company’s shares to the Director/General Director (CEO), BOD members, and
employees with certain conditions. This is generally used as an incentive for them (Refer
to Circular 162/2015/TT-BTC and Employee Share Ownership Plan).

-Supervisory Board refers to the board the function of which is to supervise the BOD (“Hdi
ddng quan tri” in Vietnamese) and the General Director with respect to management and
administration of the company; also named as the Control Board or Inspection Committee.
This board is not the managing body in charge of the daily operations and decision-making
in the company (LOE, Art.165).

-WACC (weighted average cost of capital) is the calculation of a company’s cost of capital in
which each category of capital is proportionately weighted. The cost of capital invested in a
company is composed of the cost of debt and capital stock, and the weighted average of
both is calculated. The details of calculation formula shall be decided by SCIC'’s internal
regulations.

-Investee company is a company under SCIC's portfolio list.
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(2) Specific items

1. Operational Issues

In principle, SCIC shall respect the independence in the operation of the companies
under SCIC’s portfolio list. In appropriate scope consistent with laws and SCIC's
regulations, SCIC shall assist companies in increasing efficiency of management by
enhancing transparent and timely decision-making; promoting efficient and productive
use of resources in the best interests of shareholders, including foreign investors, to
realize the sustainable growth of the enterprise by ensuring that all shareholders are
treated equitably; and avoiding or reducing the conflicts of interest among shareholders

and related parties.

1.1 Approval of the annual Financial Statements and related documents

Vote 'For' when the Auditor approves the Financial Statements with
"Unqualified opinion or clean opinion".

Vote in principle 'For' if the Auditor approves the Financial Statements with
"Emphasis of Matters" or insignificant “Qualified opinion”.

Vote 'Against' in principle in the following cases:

1) The Auditor chooses the non-expression of opinion about the Financial
Statements or expresses some reserved opinion (significant Qualified opinion,
Disclaimer of opinion, and Adverse opinion), or

2) Unclearness is identified related to the contents of Financial Statements or
the audit procedure.

In case of companies without any audit opinion, SCIC shall evaluate the
Financial Statements in accordance with SCIC's internal regulations and
decide on a case-by-case basis whether to vote ‘For’ or ‘Against’ the approval
of the Financial Statements based on the result of the internal evaluation.
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Rational to the vote:

Companies with 20% or more of the voting rights held by state groups or public
companies, securities listing organizations, securities issuing organizations and
securities trading organizations, and other companies including public companies
when they are required to be audited by relevant provisions of law and regulations
shall be subject to compulsory audit of its annual financial statements. (Decree
17/2012/ND-CP, Art 15, 3(c), (d), Circular155/2015/TT-BTC, Art. 8, 1)

Audit opinions duly made to the annual account shall be respected.

However, SCIC may consider whether the issues raised by the auditors do not
comply with the law on accounting standard or negatively influence the shareholder
value, and against the approval if the result of the internal evaluation by SCIC will be
negative. Such evaluation will be made based on the SCIC'’s criteria defined by
SCIC/HQ.

Instruction to the State Representative:

The State Representative shall review the financial statement prior to the AGM and
consult with the auditors if it is necessary to clarify the details of audit opinion and
evaluate the importance of the issues to the shareholder value or sound
management of the enterprises. The State Representative shall also review the
comments of the Supervisory Board, if any.

When the State Representative considers the audit opinion as the case to vote
against, the representative must report to SCIC/HQ 5 working days before the AGM
and/or BODM his/her intention to vote against the request for approval in the
AGM/BODM. Even if the auditor chooses the non-expression of opinion about the
Financial Statements or expresses some reserved opinion (significant Qualified opinion,
Disclaimer of opinion, or Adverse opinion), and SR considers it is appropriate to vote
“against” even with such audit opinion, the SR shall report his/her judgment to
SCIC/HQ before the vote.

As for non-listed companies with Supervisory Boards but without any audit opinion,
the State Representative shall consult with SCIC/HQ for the result of internal
evaluation and vote for or against based on the result of the internal evaluation of
SCIC.
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As for small non-listed companies without Supervisory Boards, SCIC will encourage
them to require auditors’ opinion within 3-year term from the implementation of
VG2015, taking into consideration the cost and benefit of requiring an independent
auditor’s opinion.

(Note) “Small non-listed companies” mean companies of which SCIC has a
minority share and are not companies “with 20% or more of the voting rights held
by securities listing, issuing and trading organizations at the end of the fiscal
year. (Decree 17/2012/ND-CP, Art.15 d)

1.2 Approval of annual business plan

Vote 'For' the approval of annual business plan if it is in line with
the mid or long-term development strategy and is appropriately prepared

Rational to the vote:

The annual business plan of the company must be discussed and approved at the
AGM (LOE, Art. 136.2). In principle, the State Representative votes for the annual
business plan if it is prepared in line with the long-term development plan and
includes all the factors defined by the charter of the company (LOE, Art.56, for
Multi-member limited liability companies, and LOE, Art.136 for Joint Stock
Companies).

Instruction to the State Representative:

Before voting on the plan, the State Representative shall at least consider the
appropriateness of the proposed annual plan: whether the plan is made in line with
the mid or long-term development strategy of the company, and includes an
appropriate annual financial plan.

As guidance, the State Representative should ensure that the annual plan has

been satisfactorily prepared by considering the following factors:

(i) Whether the annual plan is prepared in line with the mid or long term
development strategy of the company, taking into consideration the industry
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situation, the performance of that company, and benchmark indicators or
performance indicators of the company, if any.

(i) The State Representative should pay attention to big changes in the ratios or
business activities compared to prior years, such as green-field investments
or expansion to non-core business of the Company.

(i) Whether the annual plan discusses important information input for discussions
at shareholder level, such as market competition, the company’s position,
and a feasible implementation plan.

1.3 Approval of the long-term development strategy

Vote ‘For’ if the contents of the long-term development strategy will contribute
to increasing shareholder value. SCIC recommends that the BOD invites
active and constructive discussions with major shareholders, including
strategic shareholders, during preparations for the long-term development
strategy.

Rational to the vote:

Long-term development strategy is the top issue to be voted in the AGM and one of
the major issues that SCIC voted against during the recent years, although it has not
always succeeded in persuading the management of the company.

Instruction to the State Representative:

SCIC'’s contact with portfolio companies is made via the State Representative. The

State Representative shall pay attention to the preparation process of the long-term

development strategy in the company and consider the following issues when

making the decision whether to vote ‘For’ or ‘Against’ the strategy:

e Whether the discussion is about the core-business and core expertise of the
management; this is to check cases wherein the companies may propose to
shareholders to expand into risky greenfield areas or businesses that they don’t
have the expertise

e Industry prospect and current market situation

e Well forecasted long-term and annual financial plan
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e Availability of personnel resources, including participation of experienced
directors or shareholders, to avoid cases wherein the company proposes an
aggressive long-term strategy without recruiting qualified and skillful personnel
in the management body

To consider the issues mentioned above, the State Representative shall have prior
discussions with the management in the BOD and/or BOD meeting as well as with
major shareholders, including strategic shareholders, and try to acquire full
understanding of SCIC’s evaluation for the plan, thus inviting some revisions of the
plan by the management when it is deemed necessary. This approach to implement
constructive dialogues between the management and shareholders will contribute to
elevating the feasibility of the plan and improving the business performance of the
enterprise.

1.4 Approval of income allocation (including disposal of surplus and decision on
dividend considering dividend ratio)

Generally vote ‘For’ for the approval of income allocation, unless the case is

as follows:

(i) if dividend ratio is going to be lowered without any reasonable
explanation, although the own capital ratio is high enough, and there is
no need to increase funds, or

(i) when dividend ratio has been continuously low for more than 3 years
without any reasonable justification, or

(i) when management will increase the allocation to the management fees
(remunerations and bonuses) and increase welfare fund but will not
increase the shareholder value without any reasonable explanation, or

(iv) if the proposed allocation is deemed not to be compliant with the
requirements of law.

Generally vote ‘For’ most share dividend proposals if management
demonstrates that the cash option is harmful to shareholder value.
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Rational to the vote:

Having too much cash or reserve in the enterprise shall be avoided. In such case,
the excess surplus shall be distributed to the shareholders. Own capital ratio and
dividend ratio will serve as the indicators to decide the appropriateness of the
dividend policy of the enterprise. The details of the calculation formula of the ratio
may be implemented by the company.

Instruction to the State Representative:

The State Representative shall monitor the decision-making by the management for
realizing the appropriate income allocation policy. The State Representative shall
lead them to increase the rate of return through efficient management of the
resources mobilized by the company, paying due attention to the appropriateness of
income allocation policy of the company. If the situation may be one of (i) to (iv)
stated above, the State Representative shall vote against the proposed income
allocation plan. The State Representative shall vote against the allocation of income
if the Financial Statement itself shall not be approved.

For share dividend, vote shall be made on a 'case-by-case' basis, taking into

account the following considerations:

() Investment plan of the Company: in case the Company prefers to withhold
cash available to finance its investment plan, the State Representatives will
consider its financing options in general for the investment plan in order to
decide whether to vote ‘For’ or ‘Against’ the proposal to pay dividend by shares
instead of by cash to shareholders.

(i) Cash position and the cost of operation of paying dividend by shares: If the
company plans to pay dividend by shares, the State Representatives shall
review the cash position of the company such as Cash Ratio (Cash and cash
equivalents/Current Liabilities) and the cost that the company shall bear for
paying dividend by shares.

(i) Price and liquidity of its stocks: in technical aspects, share dividends will
increase the number of outstanding shares and share price will be adjusted
accordingly. As such, the State Representatives shall consider the impact of
share dividends to the liquidity of its stocks. In this consideration, it is
worthwhile for the State Representatives to evaluate the perception from the
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market and other institutional shareholders with regard to the company’s share
price.

As for making interim dividend in cash, companies may pay (i) interim dividend or

dividend advance based on the interim results for the first 6 months of the year,

(LOE, Art.132, 2), or (ii) extra-dividends if the company exceptionally exceeds its

earnings target.

The State Representatives shall consider following factors when voting ‘For’ the

interim payment of dividends:

() The interim dividend should be made based on the financial statements for the
first 6 months which have been reviewed by an auditing firm.

(i) It is anticipated that the company will make profit for the whole financial year
and there are no extraordinary activities or events that could deteriorate the
profit target of the company for the year.

(Note) Details of the percentage and formula used for the calculation of the ratios
mentioned above shall be decided by the company. However, SCIC will calculate on
an annual basis the dividend ratio as ‘paid dividend in cash / net income’ and the
owner capital ratio as ‘owner’s equity / total assets’.

1.5 Approval of investment
Vote 'For' if the amount of investment is considered appropriate compared
with the capacity of the company and contents of the investment finance plan,
and the supervision procedure of the plan are acceptable, and reasonable

explanations are made by the management.

Vote ‘Against’ if the investment does not comply with the requirements of law,
regulations, and the charter of the company.

Vote ‘Against’ if the investment plan will not increase the shareholder value.
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Rational to the vote:

Approval of new investment plan is one of the major issues often included in the
agenda of the AGM and it is increasing in importance for the development of
companies. According to the New Enterprise Law (LOE Art.135.2.d, and 149.2.h),
the AGM “decides investment or sale of assets of which the values are equal to or
higher than 35% of the total asset value written in the latest financial statement of
the company, unless another rate is prescribed by the company’s charter”.

When evaluating the outcomes of the investment, SCIC shall consider the increase
of shareholder value from a longer-term point of view. For this purpose SCIC will
invite a constructive and forward-looking discussion on making the appropriate
investment plan, and recommend that the management at least invite dominant
shareholders to join the discussion in order to seek their advice during the
preparation of the investment plan, especially if the size of investment is very large
compared with the cash flow of the company.

Instruction to the State Representative:
Before voting on the plan, the State Representative shall at least consider the
following factors:

e Appropriateness of the proposed business strategy and long-term development
plan: whether they include new greenfield investments or projects that are not
within the core expertise of the company

e Expected return from the new investment, such as IRR and NPV

e Whether the plan is made based on the reliable feasibility studies and financial
plans prepared by a credible person/organization

¢ Hurdle rate such as WACC for the project

e Impact on capital structure, as excessive leverage from the borrowed fund for
new projects may increase financial risks

(Note) WACC:

To calculate WACC, multiply the cost of each capital component by its proportional
weight and take the sum of the results. The method for calculating WACC can be

expressed in the following formula:
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E D
WACC = = *Re + = *Rd*(1-To

Where:

Re = cost of equity (expected return)

Rd = cost of debt (interest rate)

E = market value of the company's equity

D = market value (or book value) of the firm's debt

V = E + D = total market value of the firm’s financing (equity and debt)(=company
value)

E/V = percentage of financing that is equity

D/V = percentage of financing that is debt

Tc = corporate tax rate

The State Representative shall request an explanation about the investment plan in
the BOD well in advance to the AGM, to understand whether the plan has been
appropriately prepared, and the expected rate of return. In many companies in
Vietnam the return on equity (ROE) is lower than the capital cost. In this case, the
State Representatives shall discuss with the management how to increase the
expected rate of return or reduce the necessary capital amount for the investment
with the assistance of the Headquarter of SCIC.

The State Representative shall pay attention to the expected rate of return of the
company and if it will not be higher than the capital cost or improved, or the annual
net profit of the company will not be increased, such plan shall not be accepted in
principle.

1.6 Approval of sales of assets, including approval of divestment of shares in
other companies
Vote in principle 'Against' if the decision will not comply with the law, not

increase shareholder value, or SCIC has already decided to divest from the
company.
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Rational to the vote:

Sale of assets directly affects the value of the company’s share in the market and
thus, the shareholder value is also affected. The contents and purpose of the plan
shall be evaluated well before the vote. If it is considered that the sale will decrease
the shareholder value, it shall not be accepted.

The LOE (Art.135.2.d) states that the AGM shall “decide investment or sale of
assets of which the values are equal to or higher than 35% of the total asset value
written in the latest financial statement of the company, unless another rate is
prescribed by the company’s charter”. The cap of percentage of assets/shares to be
sold should be decided in the charter of the company based on the articles of the
LOE referred to above.

Instructions to the State Representative:
Before the vote, the State Representative shall review the following issues:

e The negotiation process of the sales of assets, including whether it is made in

compliance with the existing regulation and charter

e Valuation procedures of the asset to be sold

o Conflicts of interest, whether the sale is going to be made to related parties

e Impact on the balance sheet and the value of share
Thus, the State Representative shall consider whether such sales might damage the
competitiveness of its core business activities or hamper the growth momentum.
When SCIC has already entered into a share purchase agreement with other
investor and the selling price is fixed, the State Representatives shall monitor the
company to prevent such conduct that damage the value of the company and report
to SCIC/HQ when necessary.

1.7 Ratification of the BOD report, report of the Supervisory Board, and
performance report of each BOD member

Vote ‘For’ if the submitted reports are transparent and objective with enough
information.

Vote “Against” if the financial statement has significant qualified opinion but
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the submitted report from Supervisory board does not have detailed
evaluation and plan to monitor financial situation in order to reduce
significant qualified opinions of auditors.

Rational to the vote:

The LOE (Art.136.2, c, d, and dd) states that the AGM shall discuss and ratify the
following reports submitted to the AGM:

a) Report of the BOD on business administration and performance of the Board of
Directors and each member thereof;

b) Report of the Supervisory Board on the company’s business outcome,
performance of the Board, Director/General Director;

c) Self-assessment report of the Supervisory Board and of each Supervisor.
Circular 121/2012/TT-BTC specifies the contents of the reports to be submitted to
the AGM in case of public companies (Art.7 and 8).

Instructions to the State Representative:

If the contents of the reports are transparent and objectively prepared with enough
information, the State Representative shall vote for the approval of the documents.
However, as implementing regulations are not yet published, we shall wait for the
detailed requirements to be published and the actions to be taken if the reports
were not approved by the AGM.

1.8 Election and appointment of BOD member and Supervisory Board member

1.8.1 BOD member

The BOD shall be structured to have a practical separation of functions
between the management and supervision, and shall be organized to allow
supervision of the management to be implemented in an effective manner.
SCIC will recommend companies where it owns capital to include independent
BOD members. In case there is no Supervisory Board, at least in listed
companies, they must invite independent directors to constitute 20% of the
Board members.
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If the situation falls into one or some of the cases mentioned below, vote
'Against’ for electing the member(s):

*if the BOD member/candidate does not have enough experience or ability in
managing a company, or

«if unfavorable social activities or lawsuits were reported to be related to the
member/candidate, or

- if the independent member does not meet the criteria for independence*:
provided by law, or

«if the person attended less than 75% of the BOD meetings without any
reasonable explanation*z, or

« if the number of BOD members is not considered appropriate compared with
the size of the company, or

if it is a plan to increase or decrease largely the number of BOD members
without any reasonable explanation.

Vote on a case-by-case basis if BOD members//candidate are older than 80
years of age.

In making these recommendations, SCIC will not in general vote against the
election of a CEO, managing director, executive chairman, or founder whose
removal from the Board would be expected to have a material negative impact
on shareholder value.

*(Note)

1) Criteria for Independence
SCIC will follow the requirements of the LOE (Art.151.2) and apply the
following criteria to evaluate the independence of the BOD member or
candidate for BOD member:
(a) Not being a person currently working for the company or any subsidiary
company of the company; or not being a person having worked for the
company or any subsidiary company of the company for at least three
preceding years;
(b) Not being a person who is currently entitled to salary or remuneration from
the company, except for allowances which members of the BOD are entitled to
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in accordance with regulations;

(c) Not being a person whose spouse, natural father, adoptive father, natural
mother, adoptive mother, child, adopted child or sibling is a major shareholder
of the company, or a manager of the company or its subsidiary company;

(d) Not being a person directly or indirectly** owning at least one per cent of the
total voting shares in the company;

(e) Not being a person having been a member of the BOD or the Supervisory
Board of such company for at least the preceding five years

(Foot note)** “Indirect” means the owners of the shares are the persons who
are defined in (c) above or having shareholding via some related companies
where the person has its dominant share.

2) Acceptable reasons for a BOD member's absence are generally limited to the
following:
> Medical issuesl/illness;
> Family emergencies;
> The member has served on the board for less than a year; and
> Missed only one meeting (when the total of all meetings is three or fewer).

Rational to the vote:

The BOD is the body managing the company and has full authority to make
decisions in the name of the company and to exercise the rights and perform the
obligations of the company which do not fall within the authority of the AGM (LOE,
Art.149). The BOD also has the obligation to supervise and direct the director or
general director and other managers in their work of conducting the day-to-day
business of the company (LOE, Art.149.2.k, 152.2, Law 14/2003/QH11, Art.33). In
principle, SCIC will recommend that the responsibility of managing the company and
that of supervision shall be separate. The CEO of a company bears the
responsibility of daily operations of the company, while the Chairman shall supervise
the operational decision-making by the CEO. If this separation of the two functions is
not implemented, it will be difficult for BOD to supervise the decision-making by the
CEO from an objective point of view. International investors will recognize that such
company where the separation of the two functions is not yet observed may have
higher risk for making investment in the company, as the separation of the
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management and supervision is an internationally shared principle to mitigate the
risk of failure of the corporate management.

In addition to this, the independence of the BOD member shall be respected to
avoid conflicts of interest from occurring at least in the listed companies in HNX and
HoSE. In case of Joint Stock Companies without a Supervisory Board, at least 20%
of members of the BOD must be independent members and there shall be an
Internal Auditing Committee affiliated to the BOD (LOE, Art.134).

As for the appropriate number of BOD members, the LOE requires it to be between
3 and 11 (Art.150). The appropriate size shall be considered within this limitation and
taking the actual business size of the company or average size of the same section
of industry into consideration.

In connection with the attendance rate of members in the BOD, all types of
attendance, including proxy, online attendance, sending the votes, are allowed
based on Article 153.9.c of the LOE.

Instruction to the State Representative:

The State Representative shall check the statutory criteria and independence
criteria of the BOD members, referring to the information collected by the
Headquarter of SCIC for confirmation when necessary.

The number of the BOD members shall be balanced with the size of the company. A
large increase or decrease in the number of BOD members compared with the size
of the company shall be rejected if any reasonable explanation is not made by the
BOD.

As the charter of the company specifies the number of BOD members, the change
of number of BOD members must follow the procedure for change of the charter and
must be submitted to the AGM (LOE, Art.135.2),
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1.8.2 Supervisory Board member

Vote 'Against’
if a nominee fails to meet the criteria defined by LOE, Art. 164

Rational to the vote:

The LOE requires the following criteria for being a Supervisory Board member
(Art.164):

a) be legally competent and not be banned from business administration and
enterprise establishment as prescribed by the LOE;

b) not be a spouse, birth parent, adoptive parent, birth child, adopted child, or sibling
of any member of the Board, Director/General Director, or any other manager;

¢) not hold managerial positions in the company;

d) satisfy other standards and conditions of relevant regulations of law and the
company'’s charter;

In addition, in case of Joint Stock Companies without a Supervisory Board, at least
20% of members of the BOD must be independent members and there shall be an
Internal Auditing Committee affiliated to the BOD (LOE, Art.134.1.b). SCIC will
recommend that the Supervisory Board have at least one professional auditor (LOE,
Art.163.2). Also in case of listed joint-stock companies and companies of which over
50% of charter capital is held by the State, Supervisory Board members must be
auditors or accountants (LOE, Art.164.2).

Instruction to the State Representative:

Before the appointment of the Supervisory Board members, it is hecessary to check
compliance with the criteria provided by the LOE, Article 164.

Before the vote, the State Representative shall collect information about the
candidate and evaluate his/her conduct in the past.

The State Representative who is a Supervisory Board member shall pay due
attention to the functional requirements as a member of the Supervisory Board and

review other members’ compliance with the functions.
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1.9 Discharge or removal of BOD member and Supervisory Board member

1.9.1 BOD member

Decide on a case-by-case basis but vote ‘For’ to discharge or remove the BOD
member, if the BOD member is not contributing to increasing shareholder
value for years, or if the BOD member has failed in managing a company or is

under investigation for company mismanagement.

Vote ‘For’ in principle to discharge or remove the member,

If the member of the investee company of SCIC, at least the listed company or
large public company, has not been paying due attention to the requirements
of the Corporate Governance Code (CGC) and not complying for years with
the CGC requested by SCIC, or

if the member has not been complying for years with the disclosure of
significant information required by law and regulations without any
reasonable explanation.

Rational to the vote:

To maintain the sound activity of the company with reasonable performance is the
primary responsibility of the BOD members. The Supervisory Board shall monitor
the soundness of activities by the BOD members and the CEO in compliance with
the law and regulations and respecting shareholder value. If the performance of the
BOD members is not acceptable, if the BOD members failed to manage the
company effectively for several years, or if some of the BOD members are under
investigation for other company mismanagement, they shall not be re-elected even
as a BOD member. If the CEO was dismissed from the role as CEO but continues to
stay as a member of the BOD, it shall not be accepted if the charter of the company
does not allow the resigned CEO to keep the BOD member position.

Information disclosure to the shareholders is a crucial issue for shareholders to
evaluate the company’s situation. SCIC shall recommend the company to comply
with the information disclosure required by law and regulations. If the company has
not been complying with the requirements on information according to the law and
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regulation without any reasonable explanation, SCIC may require the responsibility
of the CEO or consider the discharge or removal of the responsible BOD and
Supervisory Board member(s), if any, or the CEO. SCIC is now preparing the
Corporate Governance Code. In this connection, if the member at least of the listed
company or large* public company of the investee company of SCIC has not been
paying due attention to the requirements of the Corporate Governance Code (CGC)
and not complying for years with the CGC requested by SCIC, SCIC shall vote ‘For’
in principle to discharge or remove the member. If it is obvious that the member will
not be able to fulfill the attendance requirement, he/she shall not be appointed.

(Note)* “large company” here means the company whose charter capital is equal
or more than 120 billion VND (the same criteria of the largeness applied by the
Ho Chi Minh Stock exchange).

Instruction to the State Representative:

The State Representative shall closely monitor the performance of the BOD
members and their compliance with the law and regulations, including the CGC of
SCIC, requesting and checking the contents of reports submitted to the BOD in
timely manner. If the State Representative finds any misconduct by any of the BOD
members, he/she shall report it immediately to SCIC/HQ and discuss the proposal to
discharge or remove the member in the coming AGM or in the extraordinary general
meeting to be held to discuss the issue.

1.9.2 Supervisory Board member

Vote ‘For’ to discharge or remove the supervisory board member if the
member meets the cases prescribed by LOE Art.169

Rational to the Vote:

The LOE requires the following criteria for accepting the discharge or removal of a
Supervisory Board member (Art.169):

a) no longer satisfies the standards and conditions for the appointed (LOE. Art.164);
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b) fails to perform his/her rights and obligations for 6 consecutive months, except for
force majeure events;

c) tenders a resignation which is accepted;

d) fails to fulfill his or her assigned duties or work;

€) commits a material breach or committing a number of breaches of the obligations
of a Supervisory Board member as stipulated in the Law on Enterprises and the
charter of the company;

f) Pursuant to a decision of the GMS.

g) other cases prescribed by the company’s charter;

Instruction to the State Representative:

Before the vote, the State Representative shall collect information about the
Supervisory Board member and evaluate his/her conduct in the past and review
whether the reason(s) of discharge or removal of the member complies with the
conditions prescribed in Article 164 or b) or d) stated above.

1.10 Appointment of Auditors, auditing companies or branch of a foreign

4-4-22

auditing company in Vietnam to audit financial statements

Vote 'Against’

(i) if the Auditors, auditing firms, branches of foreign auditing firms in
Vietnam are not qualified for independent audit according to the Law on
Independent Auditing, or

(i) when appointing Auditors who are involved in antisocial conduct in
another company, or

(iii) if employing the same Auditor over 3 consecutive years (three times in

succession)

Rational to the vote:

The Securities Law defines that the listed companies and public compnies must be
audited by the approved auditing company (independent auditing company) (Art.16.
3, 6. 15 and 101). The Law on Independent Auditors (Law 67/2011/QH12) and
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Decree 17/2012/ND-CP also request the annual financial statements of companies,
such as companies with 20% or more of the voting rights held by state groups or
corporations and companies with foreign invested capital, must be audited an
authorized auditing companies (Art.37.1 and 2).The purpose of inclusion of
independent Auditors is to have an evaluation of the account from a third party
having objective stance with no related interest with the company, therefore, the
independence criteria shall be respected when appointing Auditors, together with
the appropriateness of the nominee as an auditor taking his/her conduct in the past
into consideration.

The Law on Independent Auditors (Law 67/2011/QH12) provides the definition of
independent auditors.

Selection of Auditors shall be proposed by SCIC or independent directors in case
there is no Supervisory Board.

Instruction to the State Representative:

Before the appointment of the Auditor, it is necessary to check compliance with the
independence criteria.

Before the vote, the State Representative shall collect information about the
candidate as Auditors, auditing companies or branch of a foreign auditing company
in Vietnam referring to the list of the Vietham Association of Certified Public
Accountants (VACPA), and evaluate his/her career and conduct in the past.

1.11 Approval of M&A plan or approval of transforming, restructuring, dividing or
dissolving the company

Decide on a case-by-case basis but in principle vote 'For' if the plan is
endorsed by the independent third party evaluation organization. Vote
'Against' if it is considered to produce negative influence on the profitability of
the company.

Rational to the vote:

If the independent third party evaluation organization endorses the plan, it may be
considered feasible and bring positive outcome to the company and the shareholder
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value. However, if the impact of applying such organizational reform is considered to
be negative to the shareholder value, SCIC shall vote against the plan.

Instruction to the State Representative:

The State Representative shall review the neutrality of the third party evaluation
organization and require detailed explanation of the evaluation of the plan given by
such third party organization. If there are some ambiguities in the explanation, the
State Representative shall raise questions and discuss with the management of the
company to clarify the details of the plan and its expected outcome. If the State
Representative is not sure for the possible outcomes of the proposed M&A, he/she
should contact SCIC/HQ for consultation.

1.12 Ownership change

4-4-24

In case that the public company is going to request the AGM for approval of
the increase of ownership of shares by the foreign investors, the vote shall be
made as follows:

Vote ‘For’ if

(i) the request complies with the articles stipulated by law and regulations
including international agreements that Vietnam is the member, or

(i) the company is doing business in the conditional business sector for
foreign investors but no specific limits are stipulated by law and regulations,
then foreign ownership in the company is maximum 49%, or

(iii) the company belongs to the unrestricted foreign ownership limit and the
maximum percentage of the foreign ownership is within the limit stipulated
by the charter of the company, or

(iv) the company operates in multi-business lines with different provisions on
foreign ownership ratio, then the foreign ownership ratio shall not exceed the
lowest level of the line (in which such company operates) with provisions on
foreign ownership ratio, unless an international treaty contains some other
provision, and
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(v) if it will be the case of private offering, in addition to the conditions
specified in item (i) to (iv) above, the conditions of the offering of the
company share shall satisfy the conditions stipulated by law and regulations.

Rational to the vote:

The Government enacted the Decree 60/2015/ND-CP in 2015 which amended the
Decree 58/2012/ND-CP and allowed several cases that the foreign ownership might
be higher than 49% of the charter capital of the company. Thus if the company falls
within one of the cases stated above (i)-(iv) (Decree 60/2015/ND-CP, Art. 2 a), SCIC
shall vote ‘For’ when it is requested at the AGM to approve the increase of
ownership of foreign investors. As the Decree also amended the article related to
the private offering process, SCIC should also pay attention to the private offering
process to secure the fairness and compliance of the process to the law and
regulations (Decree 60/2015/ND-CP, Art.4).

Instruction to the State Representative:

The State Representative shall review the Decree 58/2012/ND-CP and its
amendment Decree 60/2015/ND-CP, and whether the company is requested to
follow other international treaties that Vietnam is the member which specifies the
percentage of foreign ownership. If the requested case is the case stated above ((i),
(i), (iii) and (iv)) the representative may vote ‘For’.

The State representative shall also monitor the private offering process to secure
the fairness of the offering, especially if it is the case of private offering (Art.4,
Decree 58/2012/ND-CP and Decree 60/2015/ND-CP).

If the representative could not judge for some reason that the case would comply
with the stipulations mentioned above ((i) to (v)), the representative shall consult
with SCIC/HO.

1.13 Other shareholders’ proposals

Other shareholders' proposal shall be decided on a case-by-case basis:
Vote 'For' if the proposal is considered to contribute to enhancing the
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shareholder value and corporate governance of the company with reasonable
cost,

Vote ‘For’ in principle if the proposal is to enhance the protection of
shareholders, including strategic shareholders.

Rational to the vote:

A variety of issues might be raised in the shareholder proposal. If such proposal is a
constructive one and will be implemented with reasonable cost, SCIC will support
such proposal. In case it will produce any negative impact on the company,
including a huge cost which will be neither covered nor justify the expected return for
the implementation, the proposal shall be declined.

Instruction to the State Representative:

The State Representative shall review the contents of the proposal and discuss its
acceptability and feasibility among shareholders prior to the AGM. If the
representative is not sure whether the expected outcome is positive or not, he/she
shall vote against the proposal. As for the cost of implementation of the proposal, if
the estimated cost is far larger than the calculated cash flow, such implementation
shall be reconsidered. The indicative criteria shall be defined by the internal
regulation of SCIC.

The LOE allows only a shareholder or a group of shareholders holding at least 10%
of total shares of the company within 6 months consecutively (or smaller percentage
if allowed by the Company Charter) to make a proposal in the AGM. The proposal
will be sent by document at least 3 working days before the AGM, according to
Article 138.2 of the LOE.

2 Remuneration

2.1 Approval of remuneration and remuneration cap for BOD members and

4-4-26

Supervisory Board members
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Vote 'Against' if the remuneration plan (cap) includes BOD members and
Supervisory Board members who are responsible for any of the following
situation:

obvious business failure of the company, for example business
performance, capital efficiency, or share price of the company have been
depressed for years, share price is declining sharply, or business
performance has apparently worsen,
« conducted acts against shareholder value, or
« the company committed antisocial conduct

Vote ‘Against’ when the payment of remuneration and bonus based on the
performance for the year will be implemented before the termination of the
accounting for the year.

Rational to the vote:

It is the responsibility of the management of the company to elevate the value of the
company by generating profit and increasing the shareholder value. The AGM
decides the total remuneration of the Board. However, if the performance of the
company has been negative for several years, or if the management acts against
the shareholders’ benefit, any remuneration and bonus plan based on the
performance of BOD members shall not be approved.

The remuneration, including bonus, and allocation of dividend shall be paid based
on the result of the annual account and mid-term performance and after the
approval of the accounting result. The payment of remuneration and bonus for BOD
members and Supervisory Board members based on the performance of the
company shall not be implemented before the termination and approval of the
annual account for the year.

Instruction to the State Representative:

There are cases where the State Representatives are selected from the BOD
members of the company who have their own shares at the company. This is often
the reason why bonus plans are approved although SCIC voted against such
proposal. The State Representative shall pay attention to the discussion of
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performance-based remuneration plan related to the BOD members and whether
there are any of the cases mentioned above involving such BOD members.

2.2 Equity compensation plan

4-4-28

Vote in principle ‘For’ to allowing stock options, except for cases wherein

(i) such proposal includes giving stock options to independent directors or
auditors or persons who have no involvement with the improvement of the
business performance of the company, or

(if) the option is exercised by lower price than the market price, or book value
except for cases that law or regulation permit, or

(iii) total amount of the proposed stock option will lead to the dilution of
existing shares more than the level specified by SCIC

Rational to the vote:

Equity compensation such as stock option is often introduced as a reward for the
improvement of business performance of the company.

The equity compensation plan may increase active management of the company
and increase shareholder value as the result of efficient management in the future.
However, as it may often cause the dilution of existing stocks as the immediate
outcome of the decision of such plan, the impact on the existing share price shall be
calculated together with the appropriate level of the exercise price.

SCIC shall calculate the expected level of dilution of existing shares and set the limit
of acceptable percentage of dilution.

SCIC recommends that if the total amount of issued shares under the proposed
stock option to employees within 12 months will exceed 5% of the number of
currently circulating shares of the company, such equity compensation plan shall not
be approved (Circular 162/2015/TT-BTC applicable to public companies, Art.35)

Instruction to the State Representative:

The State Representative shall pay attention to the pricing of shares of the company
(in case of companies listed in the stock exchange, unlisted public companies
(UPCoM) or over-the-counter (OTC) market) and the contents of the compensation
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plan. As for the possibility of dilution, the State Representatives shall report in a
timely manner to, and closely communicate with, the Headquarter of SCIC to
evaluate the impact of the equity compensation plan.

2.3 Setting or revising the maximum dilution level for the Employee Stock
Ownership Plan (ESOP)

Vote 'Against’ the creation or expansion of the Employee Stock Ownership
Plan (ESOP) if:

(i) the total amount will exceed a percentage of paid-up capital of the
company specified by SCIC, or

(if) the criteria of the allocation scheme or the calculation formula is not
disclosed, or

(iif) the company has insufficient capital sources for implementation on the
basis of audited financial statements for the most recent period from the
following sources: (a) surplus capital, (b) investment and development fund,
(c) undistributed after-tax profit, and (d) other funds (if any) used to
supplement the charter capital in accordance with law

Vote ‘For’ if

(iv) the issue plan fulfils the requirements of regulations, and

(v) no accumulated loss is recorded in the latest financial statements of the
company, and

(vi) the issue plan is approved by SCIC

Rational to the vote and Instruction to the State Representative:

ESOP is a share issuance plan to employees as a grant without any purchase price
consideration, or as an option to purchase the share of the company at a price to be
determined, and linked to the performance of the employees as an incentive
scheme. But ESOP will produce a dilution of existing shareholder’s value especially
when it is implemented with lower price than the market price of the share. Thus the
law allows ESOP to be admitted only when the company could ensure that sufficient
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financial resources based on the most recent audited financial statement of the
company (Circular 162/2015/TT-BTC, Art.35).

The company should set a vesting period for exercising ESOP and ensure that
these benefits shall be removed from employees who resigned from the company.
The staggered period shall be decided by the company. By law, in case of public
companies, the issued shares under the proposed stock option to employees within
12 months shall be in maximum 5% of the number of currently circulating shares of
the company (Circular 162/2015/TT-BTC, Art.35). SCIC shall specify the maximum
percentage stated in (i) company by company, taking into consideration the
company'’s type or legal status, but it shall be lower than 5%. In Vietnam it is often
the case that ESOP issuance is vested in maximum within 3 months after approval
by the State Security Commission, but there are companies that require a staggered
period of over 3 years. The latter case is in line with international practice. SCIC
shall recommend that companies follow the international practice to contribute to
maintaining the shareholder value.

3 Article amendments

3.1 Amendment of statute (Charter), including expansion of business activities

4-4-30

Decisions shall be made on a case-by-case basis but:

Vote ‘For’ if the amendments include a clause that will enhance and modernize
the corporate governance of the company, including the appointment of
independent BOD members.

Vote ‘For’ if the amendments will protect the rights of shareholders and will
contribute to the increase of shareholder value.

Vote ‘For’ if the amendments include a clause that provides rights for a
strategic shareholders such as preferred price, controlling ownership
percentage, or veto rights, which are considered as fair compensation for the
obligations imposed on, or the commitment made by them, except for the case
that might affect SCIC’s interest or restrain SCIC from the divestment.
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Vote 'Against' if the amendments are related to the continuous low business
performance of the company or aim to let the company enter into a risky
business that is not related with the core business of the company.

Vote ‘Against’ if the amendments include a clause that will increase the
remunerations of BOD members but not include any increase of shareholder

value.

Vote ‘Against’ if the amendments include issues that do not comply with law
and regulations.

Rational to the vote:

An amendment of the charter or the expansion of business activities might hamper
the quick and sound decision-making by the companies, reduce the optimal
allocation of resources of the companies if the amendments are deemed not to
contribute to improving current performance of the company, or lower the growth
potential of the company, and in such cases, the amendment shall be declined.

Instruction to the State Representative:

The State Representative shall discuss in detail the proposed amendment of charter
or the plan, including expansion of its business area to non-core sectors, question
the purpose and expected outcomes prior to the AGM, and evaluate the
appropriateness of such proposition. In case the company shall include a clause
that will provide its strategic partners rights which will not violate the principle of
equal treatment of all shareholders, SCIC will support such amendment if it is made
to improve the business performance of the companies.

If it seems to be a case that might affect SCIC’s interest or restrain SCIC from the
divestment, the State Representative shall report the case to SCIC/HQ for
consultation before making the vote.

As for the evaluation of the increase of shareholder value, the State Representative
shall consult with SCIC/HQ.
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3.2 Reduction of BOD members' term in office

The term of BOD members shall not exceed 5 years and they may be
reappointed for an unlimited number of terms.

The shortening of the term of a BOD member shall be decided taking the
impact on the shareholder value into consideration.

Rational to the vote:

The term of BOD members shall be in compliance with regulations unless otherwise
defined by the company charter (LOE, Art.150.2).

However, if he/she is an independent BOD member and engaged in the same
company for long-term (5 years and longer), he/she shall no longer be considered
an independent director. On the contrary, if the assignment period as an
independent director is short, the director may not have had enough time and
opportunity to fulfill his/her expected role in the company.

Instruction to the State Representative:

The State Representative shall vote appropriately without prior instruction of
SCIC/HQ based on the provisions of the LOE (Art.150) but considering the
requirements stipulated in Article 151.

3.3 Board structure and decrease in the maximum board size

Vote on a case-by-case basis deciding on the appropriateness of the
amendments about the Board structure, including the addition of more
conditions to discharge or remove a BOD member or there is a significant
change in the number of BOD members.

Rational to the vote:

Having too many BOD members is a waste of resources and often hampers smooth
and efficient decision-making. A company shall seek the optimal size of BOD
members taking the size of the company into consideration.

According to the LOE, in case of a Joint Stock Company, the Board shall consist of
3 to 11 members (Art.150.1). In addition to this, the company may have 3 to 5
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controllers (Art.163.1). Within these allowances, SCIC will lead the BOD to
rationalize the number of members taking cost efficiency into consideration.

Instruction to the State Representative:

In case of the change in the BOD structure and decrease in the maximum BOD size,
the State Representative shall collect detailed information prior to the AGM and
consult with SCIC/HQ on how to vote, and whether to vote for or against shall be on
a case-by- case basis.

3.4 Disclosure of information

Vote ‘For’, if the BOD proposed to the AGM an amendment of charter that
includes a clause to develop the contents of annual report, financial statement,
etc., which will level up the disclosure of activities of the company and
contribute to enhancing dialogue with shareholders.

Rational to the vote:

Disclosure is a key in developing the transparency of the companies and is a
prerequisite condition for establishing a constructive dialogue between the
management and the shareholders. SCIC shall be the leading agency to introduce
the constructive dialogue between the management of the company and the
shareholders for the improvement of the business performance of the company. In
this connection, SCIC will support any proposal to level up the contents and
methodology of information disclosure presented by the management or other
shareholders, if any.

Instruction to the State Representative:

The State Representative shall continuously pay attention to the contents and
methodology of disclosure of the company, discuss with SCIC/HQ about the
disclosure practices by other companies in the portfolio of SCIC, and exchange
opinions with other shareholders of the company about the supply of information to

external investors.
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4 Share Issuance Request

4.1 Increase of the charter capital

4-4-34

Decide on a case-by-case basis when voting on the increase of the charter
capital with reasonable explanations.

Vote 'Against’ the increase of charter capital if it is obvious that such issuance
will damage the shareholder value.

Vote 'Against’ if the case is as follows, without any reasonable explanation:
(i) when the dilution of the shares is large and damages the shareholder value,
or

(i) when the order of SCIC among shareholders will be changed as the result
of the share issuance and SCIC will be placed into a more disadvantageous
position than before as a result of the issuance.

Vote on a case-by-case basis but in principle vote ‘Against’:

(i) when the purpose of the increase is proposed as an anti-takeover defense
measure, or

(i) when a company that is listed by SCIC as a company to be divested in a
year requests share issuance, or

(iii) when the implementation time of issuance of share is not specified.

Rational to the vote:

Issuance of new shares directly gives influence on the price of the existing shares in
the market. Issuance amount shall be controlled and limited so as not to have much
negative impact on the value of shares held by the shareholders. Thus, it is required
to set a certain limit for the issuance of new shares together with the purpose of
issuing new shares.

Share issuance includes the case of share offering for strategic shareholders, share
offering for existing shareholders, and issuing additional shares for stock swap at
M&A.
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SCIC shall calculate the expected level of limit of share issuance for the purpose of
avoiding the dilution of the value of shares and protecting the rights of SCIC as a
shareholder. The level of dilution shall be decided by the internal regulations of
SCIC.

Instruction to the State Representative:

In the cases stated above, the issuance of new shares may damage existing
shareholder value. In such cases the State Representative shall vote against it. If
the impact seems unclear, the State Representative shall consult with SCIC/HQ and
request for its voting instruction before the vote.

4.2 Approval to authorize the Board to issue or repurchase shares or grant a
general mandate to the BOD to issue shares

In principle vote 'Against' the proposition to entrust such decisions to the
BOD.

Rational to the vote:

The LOE (Article.135) provides that the AGM shall decide the repurchase of more
than 10% of total number of shares of each class of the company already sold. In
case of a public company, it is necessary to ask for the approval of the AGM for
redeeming its own shares to use as treasury shares of more than 10% but not more
than 30% of the total number of issued ordinary shares, or to ask for the approval of
the BOD for redeeming 10% or less of the total number of issued ordinary shares in
each 12-month period (Decree 58, Art.37, and LOE, Art.130). Referring to this
regulation, SCIC shall in principle not grant a general mandate to the BOD.

Instruction to the State Representative:

The State Representatives shall monitor discussions in the BOD and try to
understand the objective of such decisions together with its appropriateness. If the
State Representatives evaluate that the impact might be negative for SCIC (Ref. 4.
(i) Above), he/she shall consult with SCIC/HQ.
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4.3 Approval to repurchase shares

4-4-36

Vote 'For' in principle, if the repurchase of shares of the company complies
with the requirements of the law and regulations and will increase shareholder
value of the company and comply with law and the charter of the company.

Rational to the vote:

LOE (Art.130), Decree 58/2012/ND-CP (Art.37) and Decree 60/2015/ND-CP
(Art.11) define the requirements for repurchase shares by public companies.

As the result of repurchase of existing shares, it is expected that the value of
remaining shares will increase. Thus, it may be considered as a favorable operation
to shareholders. However, repurchase of shares is an easy way to increase nominal
return on equity (ROE). If the increase of ROE is not the result of increase of profit
as the result of strengthened competitiveness of its core business, it will not help
strengthen the real profitability of the company. As the repurchase of shares will also
decrease the cash at hand of the company and may cause negative impact on the
valuation of the shares in the market, such operation shall not be admitted.

Instruction to the State Representative:

The State Representative shall check whether the proposed plan to repurchase
shares complies with the regulations, then evaluate whether the repurchase of
shares will produce negative impact on the evaluation of the share in the market and
decide whether to vote for or against it.

In addition to the case mentioned above, there are also cases wherein the company
redeems shares upon demand by the shareholder who votes against a resolution on
re-organization of the company or against a change to the rights and obligations of
shareholders stipulated in the charter of the company according to the LOE, Article
129.
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4.4 Creation or modification of preferred shares

Vote 'Against' the request to create or modify shares of different classes
without any reasonable explanation about the purpose of the creation or
modification

Rational to the vote:

In addition to ordinary shares, the LOE (Art.113) provides for the following types of
shares: (a) Voting preference shares; (b) Shares with preferred dividends; (c)
Redeemable preferred shares; and (d) Other preferred shares defined by the
company'’s charter. However, holding the voting preference shares is limited only to
organizations authorized by the government and founding shareholders. The
persons entitled to buy shares with preferred dividends, redeemable preferred
shares, and other preferred shares shall be prescribed by the company’s charter or
the AGM. Shares with preferred dividends allow shareholders the priority order to
receive dividends in return to the absence of the right to vote (LOE, Art.117.3).
However, as the result of the creation or modification of shares to be issued, the
percentage of ordinary share’s voting right may be lowered or modified. Therefore,
the creation or modification of shares of different classes shall be decided with clear
objectives. If such objectives will not favor the existing shareholders, it shall not be
approved.

Instruction to the State Representative:

The State Representative shall require an explanation from the BOD about the
purpose of the creation or modification of shares of different classes and evaluate
the effect that it will cause to the existing shareholder value. If the State
Representative does not receive a reasonable explanation from the management,
he/she shall vote against the plan.

5 Miscellaneous items related to the AGM (related to the items considered to be
AGM approval matters by the Charter of the company)

5.1 Vote 'Against' if the item does not satisfy the requirements in the Charter, Law
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on Enterprise and other regulations.

Instruction to the State Representative:
The State Representative shall convince the company not to include anything that
does not meet the legal requirements in the AGM items.

5.2 Approval of establishing branches & representative offices, SCIC shall decide

4-4-38

on a case-by-case basis

Rational and Instructions to the State Representative:

Referto 1.4

It is provided that the decision to establish branches and representative offices is
made by the Member's Council (in case of an LLC) (LOE Art.56.2.i) or the BOD
(Art.149.2.1). However, if the size of related investments is considered too large
compared to the financial or business capability of the company, it may be brought

as an item for approval to the AGM.

(End)
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Appendix:

Case study: some special cases related to the application of VG

Case 1: Voting procedure at Annual General Meeting (item 1.13 etc.)

[Case] The BOD of a public company planned to propose AGM amendments of the company’s
charter related to the voting rule to lower the minimum attendance ratio to 51% of the total voing
shares, which has been 65% so far, and lower the majority vote for resolution at the AGM to 51%
of the total number of voting slips of all attending shareholders, which was also 65% or 75%

except for some special cases defined in LOE Art.144.

As the proposed rules were not consistent with LOE, Circular 121/2012/TT-BTC, the SSC's
guideline on the organization of AGM 2016 (Official Letter No. 1183/UBCK- LCB dated 15 March
2016 and Official Letter N0.2463/UBCK-QLCB dated 11 May 2016), SCIC decided to propose
the BOD not to include the amendment in the agenda of the AGM 2016, However, as SCIC
owned only minority share of 7.1% and could not veto the proposal, AGM approved the

amendments of the charter proposed by the company’s BOD.

[Possible alternative actions for State Representative]
1) Contact with other shareholders to veto the proposal together with SCIC.

2) Or divest the share of the company as soon as possible, using the procedure defined by the

Decree 151/2013/ND-CP, Art 14.
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Case 2: Approval of Financial Statement with Qualified Audit Opinions (item 1.1)

[Case] Company A presented a financial statement (FS) with qualified audit opinion for approval of AGM.
SCIS reviewed the opinion and voted “Against” the approval, but AGM approved it. SCIC has only a

minority share of the company and could not get the majority support for denying the financial statement.

[Actions]

® Atthe AGM SCIC vote against the approval of the FS and related documents even it might not be obtain
majority support. But if this issue was discussed in the BOD before the AGM, State representative should
pointed out the inappropriateness of approving such FS in BOD.

State representatives should refer to the audit opinion, and if necessary calculate Key Risk Indicators (KRI)
defined by SCIC/HQ to evaluate the appropriateness of the FS or performance of the company during the
year, or consult with SCIC/HQ for such calculation. Based on the result of the calculation, the representative

shall invite understanding of other shareholders about the inappropriateness of approving such documents.

® |n fact there are such cases that although SCIC proposed not to approve the qualified FS in 2015, but
could not have the majority’s support. Considerring such a case might be happened, SCIC proposed at the
same time to amend the charter of the company including the lowerring of necessary majority vote (from
65% to 51%). This proposal was in line with the government recent amendment of the regulations by the
government. Thus the second proposal was approved in AGM. SCIC also proposed to adjust three year FS
including 2015. As the result of the approval of the amendment of the charter related to the percentage of
shares to approve the vote, SCIC succeeded to reject the qualified FS for 2015. But if SCIC has only a
monirity share this strategy might not work. To seek out solutions under such unfavorable circumstances,
SCIC shall explan and pursuade other shareholders. To improve such circumstances SCIC could take
following options:
(i) inform the case to the Tax Department for investigation,
(i) include the case in its monthly report to state representatives, stating how many cases and what kind of
issues that SCIC’s votes were not accepted during the year,
(iii) include such information in SCIC’s annual report to raising public awareness, especially that of foreign
investors.

Thus SCIC may contribute to and gradually improving the Corporate Govrnance of Viethamese company.

4-4-40 — 324 —



State Capital Investment Corporation
VOTING GUIDELINES

Case 3: Approval to repurchase shares (item 4.3)

[Case] An unlisted company B in the divesture list of SCIC plans to repurchase shares from
employees using the retained profits or investment & development fund, SCIC should
recommend the cash dividend or share dividend instead of repurchase shares from employees,

as there’s no basis to calculate the increase of share price on the market in case of share

repurchase.

[Recommended actions]

® Ifit is a public company, vote “For” if the repurchase is going to be made in comply with the
requirements stated in Section 2, Chapter IIl of Decree 58/2012/ND-CP and Art.11 and 12 of
Decree 60/2015/ND-CP.

Generally the company will use undistributed earnings or development fund to finance the
repurchase, State Representative should evaluate the outcomes of the repurchase operation
whether it would increase the shareholders value or not. If the repurchase will be considered to
affect the shareholder value negatively, State Representative had better to recommend the

company to pay dividend by cash to the employees.

® Even ifitis an unlisted company, it is possible to calculate the theoretical value of a share (or
liquidation value of the company per share). SCIC should calculate the theoretical value per
share of the company and judge whether the repurchase operation will lower the SCIC’s book
value of the company share.

Generally speaking, what is important for SCIC is to increase the company’'s value (and the
shareholders value) as much as possible. So even if the company is included in the divesture list
of SCIC, SCIC had better cooperate with the management to find out the opportunity of business

matching or M&A with other companies to value up the company before divesting the company.
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Case 4: Actual example of M&A

[Case] Company C with core business in plastic packaging in Hanoi area proposed to acquire a company
D operating in the same industry but with main market in HCMC. As preparation for the AGM, the
Company C’s management already prepared an analysis of the target company and included in a
proposal report to shareholders with the rationale for the acquisition. SCIC is a minority shareholder in

Company C.

[Recommended Actions]
® Since SCIC is a minority shareholder and has no “veto right” in the vote. But as M&A is an important
decision making issue, the state representative shall consider the following issues and judge to vote for

or against for the approval of this M&A transaction:

[1] Normally in M&A transactions, management of Company C must explain how it is well fit into the
development strategy that shareholders have approved in prior BOD meetings. It might be the case that the
company is pursuing a business growth by M&A and intending to pursue a new growth opportunity different
from its current business activities. If it was the case, State representative should review and appraise the
plan carefully whether it is feasible for Company C’s business including legal compliance since this is a new
area for the Company D.

[2] As part of the procedure, State representative should ask for detailed analysis of the transaction of the
M&A plan, including:

- Legal considerations including anti-competition rules when the consolidated Company C will gain a
significant market share as the result of the planned M&A.

- Synergies effects to the Company C expected to be produced from the M&A including projection of value
increase (revenue and net earnings) during the projected period

- Source of funding for the M&A. SCIC should calculate the rate of return in details in case if the Company C
proposed to use borrowings such as from banks to finance the transaction

- Post M&A integration plan including the corporate value creation and cultural integration to convert the

target company into the Company C.

[3] Before the final approval of AGM it is idealistic for SCIC to advise Company C to engage professional

service providers in the following aspects if such consultation was not yet implemented. But as following

procedures are costly it will be feasible only for a large company. With small size companies SCIC may be
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required to conduct some of the following procedure by itself in this connection it is hecessary for SCIC to
develop its own capacity for industrial sector analysis. :
- Financial due diligence, preferably by some of the experienced accounting firms
- Tax due diligence, also preferably by some of the experienced firms
- Market or industry due diligence, preferably by a well-known research firm to ensure that the projection
of market share and forecasted growth and values from M&A are feasible.
- Legal due diligence by a reputable lawyer firm to ensure the legal risks are identified and mitigated by
the Company C
- Lastly, the most important is to make sure that the Company C has been applied an independent
valuation process for the case, and explained shareholders with sufficient documents including the
calculation of the expected profit of the deal. If the total cost of the M&A is smaller than the calculated

value, vote “For”.
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Case 5: Proposal to pay bonus to directors and/or dividend to shareholders without having

sufficient resources (item 1.4)

[Case]
1) Pay bonus to directors:

- If the company has not sufficient resources, it should not pay any bonus to directors.
2) Pay dividend to shareholders:

- Vote case by case. In principle the impact is neutral for shareholders because (i) shareholders
receive cash as the dividend, but instead (ii) the market price of shares decrease at the same time
because of the outflow of cash (decrease of the asset) from the company. So SCIC shall evaluate
the impact of the payment of cash dividend and the degree of decrease of the company’s share

price in the market.

[Actions]
® In general, whether the company has sufficient resources or not shall be judged as follows (Refer to the
Law No. 68/2014/QH13 Art.132 and Circular No. 162/2015/TT-BTC Art.35):
- Undistributed net profit in the most recent financial statements ,
- No accumulated loss and capital surplus is recorded in the Balance Sheet of the company,
- Outstanding amount of reserves and funds (investment and development fund and other funds),
booked in the balance sheet,
- If aggregated amount of above items are more than the dividend amount to be paid to the shareholders,

it is considered that the company has sufficient resources for paying bonus to directors.

® [f State representative of the company is not sure whether the company has sufficient resources or not,

he (she) shall consult with SCIC/HQ.
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Case 6: Equity Compensation Plan (item 2.2)

[Case] Company E proposed to implement an equity compensation plan based on the profit of the previous

year (such as stock option to directors) although the company still has an accumulated loss.

[Action] As long as the company E has accumulated loss, no equity compensation plan shall be accepted
Because when a company has an accumulated loss, the stakeholders of the company (such as buyers
commercial banks, etc.) consider that the company'’s business performance has been in negative situation

In particular, the banks may be reluctant to extend further credit to the company.
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Conceptual clarification for judging the possible dilution of shareholder value

[1] Shareholders generally welcome the reduction of the number of stocks (ex. stock buy-back).

[2] Shareholders should pay due attention to any operation that might cause dilution to their own portion of

stake and evaluate carefully the outcomes that will be produced by the operation. The purpose of new

issuance of shares is to contribute to increase the shareholder value per share (Earning per Share).

[3] State representatives shall consider whether the proposed plan will increase shareholder value and the

dilution of the value per share is smaller than the increase of the value.

[4] In practice, state representatives shall vote “case by case” basis by asking advice from SCIC/HQ to

evaluate the outcomes of the plan.

[5] In case of M&A, the objective of the issuance of new shares and its terms and conditions shall be strictly

examined to evaluate its outcomes before voting.

Generally Vote “For” ®  Stock buy-back
® Increasing dividend
on a case-by-case | ® M&A
basis ® New share issue for asset purchase (ex. for new investment)
Vote “Against” ® New issuance without reasonable explanation of the purpose
° Creation or expansion of new equity compensation plan within a

limited time (ex. stock option)

4-4-46
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Material for Reference
for applying the Voting Guidelines 2016

A. Preface: Core concept of the Voting Guidelines (VG) of SCIC
(1) Objectives of publishing VG

(i) VG shall be applied to investee companies by SCIC to assist them in improving
(a) their corporate value and
(b) shareholder value, with medium and long-term perspective
(i) SCIC aims to improve the transparency of decision-making within enterprises by
(a) clarifying the relationship between the management and the shareholders and
(b) establishing the efficient constructive dialogues between the investee
companies and SCIC.
(i) By referring VG, SCIC's representatives will
(&) enhance their capacity in studying enterprise’s documents for voting decision
making in accordance with SCIC’s benefit based on the principle of securing
and increasing capital efficiency of investee companies, or
(b) report and ask instructions from SCIC/HQ about matters that shall be consulted
with SCIC

[Relationship with the Corporate Governance Code]

(i) Co-function of CGC and VG:

Structure and process for the \
Corporate Governance Code

managerial direction and control

of a company Corporate Management:

Portfolio management,
Directorship development,

Enhancing corporate data base, etc.
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For Reference & Introductory Purpose of the Voting Guidelines

(i)  Purposes and expected outcomes of applying VG:
1) Increase operational efficiency: competitiveness & profitability
2) Ensure the inflow of external capital: access to capital
3) Long-term wealth: grow & expand business frontier

4) Enhance social status: better reputation

(iii)  Governance scheme of a company:

(iv) Target people for the use of CGC/VG:
1) Executives and shareholders
2) Government officials, lawyers, judges
3) Investors
4) Educational institutions

(v)  Key requirements of VG:
1) Transparency
2) Accountability
3) Constructive dialogue among stakeholders

(2) Use of VG

() VG is a reference document that the State Representatives shall mandatory refer to,
in addition to SCIC’s regulations for representatives.
State Representatives shall refer to matters specified in these guidelines as part of
procedures that State Representatives have to follow before and during the AGM:
State Representatives shall refer VG before requesting SCIC’s opinion and vote not

requesting SCIC’s prior opinion in case of issues that are clearly given instructions
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how to vote in VG.
(i) For other issues not specified in VG and regulations for representatives, State

Representatives must request SCIC’s opinion in due course before voting.

Image of the working procedure in line with VG:

i ivities i 2. Refer to VG:
1. Daily activities in ' '
BOM/BOD - before judging how to vote,

- before consulting with SCIC/HQ

I o

[ 4. Vote in AGM ] 3. Request instructions/suggestions
from SCIC/HQ, when necessary

(3) Orientation for operation of VG

(i) SCIC considers VG as a meaningful tool to enhance representative capacity and
strengthen SCIC’s operation efficiency through SCIC'’s state representatives at
enterprises.

(i) VG shall be revised yearly by SCIC/HQ taking into consideration the economic
situation, corporate governance practices of Viethamese enterprises, and feedbacks
from the State Representatives during the guidelines’ application.

In this connection, State Representatives shall feedback SCIC/HQ issues that
were considered to be reflected in VG or necessary to have special
consideration of SCIC each time when they noticed such issues.

(i) SCIC/HQ will review the application of VG annually and announce the actual
results of VG application including issues that the investee companies did not
accept SCIC's voting policy (or instructions given to the State Representatives).

(4) Laws and regulations to be referred to in applying VG
- Law N0.14/2003/QH11 (Law on SE)

- Law N0.67/2011/QH12 (Law on Independent Audit)

- Law N0.68/2014/QH13 (Law on Enterprises)

- Law N0.69/2014/QH13

- Law N0.70/2006/QH11 (Securities Law)
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- Decree No. 60/2015/ND-CP

- Decree N0.61/2013/ND-CP (supervision & disclosure of SOE)
- Decree N0.81/2015/ND-CP

- Decree N0.87/2015/ND-CP

- Decree N0.91/2015/ND-CP

- Circular N0.52/2012/TT-BTC (guiding disclosure)
- Circular N0.121/2012/TT-BTC

- Circular N0.155/2015/TT-BTC

- Circular N0.162/2015/TT-BTC

- Circular N0.200/2015/TT-BTC

- Circular N0.219/2015/TT-BTC
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B. Check points and work flow
1.1 Approval of the Financial Statements and related documents
If

1. Auditor approves with

1) unqualified opinion or

clean opinion vote For
2) emphasis of matters or
insignificant qualified opinion, in principle
but auditor chooses
3) non-expression of opinion or ]
some reserved opinion (significant qualified opinion,
disclaimer of opinion, and adverse opinion), or
4) contents unclean, or — vote
5) SCIC considers that the issues raised by the auditors Against
will not comply with the law on accounting standard or
negatively influence the shareholder value )
If
2. No audit opinion added consult HQ how to vote

(Work steps)

1) Check the auditor’s opinion attached to the financial statement (Ref. KRl Chapter 4-11),
including whether the opinion is comply with the law on accounting standard

2) Review related documents, agenda and discussion minute of BOD meetings, for
verification/confirmation the points raised by the auditor

3) Decide the vote taking the internal evaluation of the influence to the shareholder value by
SCIC, if any, into consideration, and report to the SCIC/HQ

(Law & regulations to be referred)

Compulsory audit: Decree 17, Art 15

Supervision methods & responsibility of SCIC: Decree 87, Art.11-12, Decree 61, Art.3, 6, 9,
21-23;

Supervision of subsidiaries: Decree 87, Art.13-17;
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Supervision of capital invested overseas: Decree 87, Art.18-23;
Special financial supervisions: Decree 87, Art.24, 27, Decree 61, Art. 10, 12;
Assess of operation performance: Decree 87, Art 32-36, Decree 61, Art. 15-17, 24;

1.2 Approval of annual business plan
- Compare the annual business plan with the (mid- or long-term development) strategy of

the company, then

If
1) it is in line with the development strategy

and is appropriately prepared (well discussed vote For

beforehand in BOM or by related stakeholders)

If

2) core issues are different from the development strategy

or major changes were included without discussions in BOM vote Against

or among major stakeholders

(Work steps)

1) Review and compare the annual business plan with the development strategy of the
company whether the plan is consistent with the strategy (Ref. KRl Chapter 4-11)

2) Refer to the mid- and long-term development plan of the government, whether it is in line
with the government policy

3) Collect and study information about market situation/competition

4) Check strategies of other companies active in the same industrial sector or leading the
sector

5) Judge whether the plan is agreeable or not, decide the vote and report it to SCIC/HQ

(Law & regulations to be referred)

Approval of business plan: LOE, Art. 56, 136.

Criteria for assessment of FS: Decree 87, Art.28 -31, Circular 200, Art.12
Development plan & annual plan: Decree 81, Art.12-14,

Profit distribution & fund allotment: Decree 91, Art 31
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1.3 Approval of the long-term development strategy

1) Pay attention whether the internal discussions were made including issues stated below
during preparations for the development strategy:
(i) whether the discussion is about the core-business and core expertise of the
management,
(ii) industry prospect and current market situation
(iiif) well forecasted long-term and annual financial plan
(iv) availability of personnel resources, including participation of experienced
directors or shareholders,
and
2) Propose, if necessary, to invite major shareholders, including strategic shareholders,
for active and constructive discussions, together with requesting efficient
contribution to the discussion by SCIC/HQ

|

As the result of such discussions, if
3) it is considered that the contents of the long-term development strategy will
contribute to increasing shareholder value

vote For

(Work steps)

1) Review the BOD minutes on related discussions and discussion process including
participants to such discussion meetings, issues discussed, advices or references requested
from outside the company, etc.

2) Study information about market situation, in and outside Vietnam, including financial
condition, labor market condition, and possible business alliance/cooperation with other
companies, etc. (Ref. KRl Chapter 4-11)

3) Refer to the government policy

4) Discuss if necessary with SCIC/HQ before voting, decide the vote and report it to SCIC/HO

(Note) Detail procedures for publishing 5 year business and investment plan
= Refer to the Decree N0.81/2015/ND-CP, Articles 12-19.

(Law & regulations to be referred)
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Publishing business, investment plan, report & financial statements: Decree 81, Art.12-19, Law
70. Art.9, 16, Decree 61, Art.25-28;

1.4 Approval of income allocation (including disposal of surplus and decision on

dividend considering dividend ratio)

Check the income allocation policy by the management and if

1) the management demonstrates that the cash option is not
harmful to shareholder value vote For

but if

2) the Financial statement itself shall not be approved because of reasons stated in item
1.1 of this VG, or

3) dividend ratio is going to be lowered, although the own capital ratio is high
enough and there is no need to increase internal reserves, without any reasonable
explanation, or

4) dividend ratio has been continuously low for more than 3 years without any
reasonable justification, or

5) management will increase the allocation to the management fees (remunerations
and bonuses) and increase provision for welfare fund but will not increase the
shareholder value without any reasonable explanation, or

6) the proposed allocation is deemed not to be compliant with the requirements of law
(on this final point, better to consult with SCIC/HQ before making the vote in AGM)

vote Against
7) As for share dividend, consider following issues and consult with SCIC/HQ before

making the vote:

(i) in case the Company prefers to withhold cash available to finance its
investment plan, consider its financing options in general for the investment
plan

(i) if the company plans to pay dividend by shares, review the cash position of the
company such as Cash Ratio (Cash and cash equivalents/Current Liabilities)
and the cost that the company shall bear for paying dividend by shares
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(iiiy consider the impact of share dividends to the liquidity of its stocks and evaluate
the perception from the market and other institutional shareholders with regard
to the company’s share price, as from technical point of view share dividends
will increase the number of outstanding shares and share price will be adjusted
accordingly.

vote case-by-case

8) As for the plan to make interim dividend in cash, if
(i) the interim dividend is made based on the financial statements for the first 6
months which have been reviewed by an auditing firm, or
(i) it is anticipated that the company will make profit for the whole financial year
and there are no extraordinary activities or events that could deteriorate the
profit target of the Company for the year

vote For

(Work steps)

1) Review the income allocation policy and actual performance of the company during recent
year, check the dividend ratio, consider the necessity for the company to reserve cash at
hand and liquidity ratio of the company (ex. Investment plan, or other needs to spend cash
in the near future) (Ref. KRI Chapter 4-11)

2) Consider the performance of rivalry companies in the same sector

3) Judge the appropriateness of the proposed income allocation plan and decide the vote,
consulting with SCIC/HQ when necessary; the vote shall be reported to SCIC/HQ with the
reason(s) of the judgment

4) SCIC/HQ will calculate such ratios as dividend ratio or capital ratio on annual basis and
share the result with the state representatives

(Law & regulations to be referred)

Criteria to assess operational performance of companies: Decree 87, Art.28, Decree 61,
Art.15-17, 24

Performance assessment: Circular 200, Art.12, 14; Circular 219, Art.8; Decree 91, Art 31
Payment of interim dividend or dividend advance: LOE, Article 132, Law 14, Art.17
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1.5 Approval of investment (plan)

1) Review the proposed investment plan and request explanations about the plan in
BOD well in advance to the AGM,
2) Compare the amount of investment with
- the financial capacity of the company,
- check the contents of the investment finance plan
- and the supervision procedure of the plan
and,
consulting with SCIC/HQ if necessary, consider whether
(i) the proposed business strategy and long-term development plan include new
greenfield investments or projects that are not within the core expertise of the
company
(i) expected return from the new investment, such as IRR and NPV
(iii) the plan is made based on reliable feasibility studies and financial plans
prepared by credible person/organization
(iv) hurdle rate such as WACC for the project is acceptable
(v) impact on capital structure cause excessive leverage from the borrowed fund
for new projects which may increase financial risks
then,
3) discuss with the management how to increase the expected rate of return or
how to reduce the necessary capital amount for the investment
with the assistance of SCIC/HQ, if necessary

and if
4) points mentioned above are acceptable, and
reasonable explanations are made by the management

vote For

but if
5) the investment does not comply with the requirements

of law, regulations, the charter of the company, or

6) points mentioned above are not acceptable and vote Against

the investment plan will not increase shareholder value

(Work steps)
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1) Follow the process from 1) to 6) mentioned above (Ref. KRI Chapter 4-I1)
2) Report the voting decision to SCIC/HQ before the vote

(Reference 1) Calculation of WACC
(the same as the main body of the VG)

(Reference 2) Analytical composition of ROE
=> refer to Appendix of this document

(Law & regulations to be referred)

Approval of investment plan or sale of assets: LOE Art.135, 149;

Criteria to assess operational performance of companies: Decree 87, Art.28-31;
Performance assessment: Circular 200, Art.12, 14; Circular 219, Art.8; Decree 91, Art 31

1.6 Approval of sales of assets, including approval of divestment of shares in
other companies

1) Review following issues before the vote
(i) The negotiation process of the sales of assets, including whether it is made in
compliance with the existing regulation and charter
(i) Valuation procedures of the asset to be sold
(i) Conflicts of interest, whether the sale is going to be made to related parties
(iv) Impact on the balance sheet and the value of share

and,
2) if such proposal or decision will —
(i) not comply with the law, or

(i) notincrease shareholder value, or

(iii) When SCIC has already decided to divest from the — vote Against

company, such sales might not damage the

competitiveness of its core business activities or

hamper the growth momentum _

(Work steps)
1) Review issues stated 1) above (Ref. KRI Chapter 5)
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2) Decide the vote consulting with SCIC/HQ if necessary (especially 1) (ii) and 3) above) and
report the vote to SCIC/HQ before making the vote

3) When SCIC has already entered into a share purchase agreement with other investor and
the selling price is fixed, the State Representative shall monitor the company not to allow
such conduct that damage the value of the company. The State Representative shall report
to SCIC/HQ when necessary as soon as possible if he/she will notice such conduct by the
company.

(Law & regulations to be referred)
Transfer of capital investments: Circular 200, Art. 3, 6,
Sale of assets: LOE, Art.135

1.7 Ratification of the BOD report, report of the Supervisory Board, and
performance report of each BOD member

If
1) the submitted reports are transparent and objective

. . . te F
with enough information E— vote For

but if

2) although the financial statement has significant qualified opinion, the submitted
report from Supervisory board does not have detailed evaluations and plan to
monitor financial situation in order to reduce significant qualified opinions of auditors

vote Against

(Work steps)

1) Check the contents of the report and collect additional information where necessary

2) If you are not satisfied with the contents or way of submission of such reports, consult with
SCIC/HQ and vote against it

(Law & regulations to be referred)

Approval of reports by AGM: LOE Art.136;, Circular 121, Art.7-8;
Performance assessment: Circular 200, Art.11, 13;
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Disclosure:, Decree 81, Art.10, 13-19, Decree 87, Art. 24-26, 28-36, 39-41; Decree 61,

Art.25-28;

1.8 Election and appointment of BOD members and Supervisory board member

1.8.1 BOD member

In general, SCIC will
1) not vote against the election of a CEO, managing director, executive chairman, or

founder whose removal from the Board would be expected to have a material
negative impact on shareholder value
but
2) In case of companies with the Supervisory Board, if
() BOD member does not have enough experience
or ability in managing a company and fail to meet the,
criteria defined by LOE Art 65, or if a nominee as a
supervisor fails to meet the criteria defined by LOE,
Art 164, or

(i) unfavorable social activities or lawsuits were

reported to be related to the member, or :
— | vote Agains

(iii) the independent member does not meet

t

the criteria for independence provided by law, or
(iv) the person attended less than 75% of the
BOD meetings without any reasonable explanation, or
(v) the number of BOD members is not considered
appropriate (3~11) compared with the size of the company, or
(vi) itis a plan to increase or decrease largely the number

of BOD members without any reasonable explanation. _J

3) if directors are older than 80 years ofage ~————> vote case-by-case

(Work steps)

— 343 —

4-5-13



1)

2)

3)

4)

For Reference & Introductory Purpose of the Voting Guidelines

Check first the statutory criteria and independence criteria of the BOD members, referring
to the information collected by SCIC/HQ for confirmation when necessary

Review whether the BOD has a practical separation of functions between the management

and supervision, and the supervision of the management is implemented effectively or not.

SCIC shall recommend companies in the portfolio of SCIC to include independent BOD

members. In case there is no Supervisory Board, at least in listed companies, they shall

invite independent directors to constitute 20% of the Board members.

(Note) Criteria for Independence defined by law are as follows:

(a) Not being a person currently working for the company or any subsidiary company of
the company; or not being a person having worked for the company or any subsidiary
company of the company for at least three preceding years;

(b) Not being a person who is currently entitled to salary or remuneration from the
company, except for allowances which members of the BOD are entitled to in
accordance with regulations;

(c) Not being a person whose spouse, natural father, adoptive father, natural mother,
adoptive mother, child, adopted child or sibling is a major shareholder of the company,
or a manager of the company or its subsidiary company;

(d) Not being a person directly or indirectly* owning at least one per cent of the total
voting shares in the company;

(e) Not being a person having been a member of the BOD or the Supervisory Board of the
company for at least the preceding five years

*ffoot note) “Indirect” means the owners of the shares are the persons who are
defined in (c) above or having shareholding via some related companies where the
person has its dominant share.

Check also the reasons for a BOD member’s absence are acceptable or not. Generally

acceptable reasons are limited to followings:

> Medical issues/illness;

> Family emergencies;

> The member has served on the board for less than a year; and

> Missed only one meeting (when the total of all meetings is three or fewer).

(Law & regulations to be referred)

Right and obligation of BOD members: LOE Art.149
Structure of BOD: LOE Art.134, 135, 150

Criteria for independence: LOE Art.151

Acceptable reasons for BOD member’s absence: LOE Art.153

4-5-14
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1.8.2 Supervisory Board member

If a nominee fails to meet the criteria defined by law N Y

1) Criteria for being the Supervisory Board member are as follows:
a) be legally competent and not be banned from business administration and
enterprise establishment as prescribed by the LOE;
b) not be a spouse, birth parent, adoptive parent, birth child, adopted child, or sibling
of any member of the Board, Director/General Director, or any other manager;
¢) not hold managerial positions in the company;
d) satisfy other standards and conditions of relevant regulations of law and the
company'’s charter;
2) In case of Joint Stock Company with a Supervisory Board,
a) at least 20% independent members shall be included in BOD
b) there shall be an Internal Auditing Committee affiliated to the BOD

(Work steps)

1) Check compliance of the candidates of BOD members with the criteria defined by law, and

2) Collect information about the candidate and evaluate the person’ conduct in the past and
compliance with the functional requirements before the vote

3) Report the vote to SCIC/HQ

(Law & regulations to be referred)

Criteria for being a Supervisory Board member: LOE Art.164

In case of Joint Stock Company: LOE Art.134, 163

1.9 Discharge or removal of BOD member and Supervisory Board member

1.9.1 BOD member

In principle decide on a case-by-case basis
But if
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- the BOD member is not contributing to increasing

shareholder value for years, or ,
o _ vote Against
- the BOD member has failed in managing a company, or

- is under investigation for company mismanagement

f in case that the company is an investee company of SCIC and if it is the listed
company or large public company, and

if the BOD member has

- not been paying due attention to the requirements N
of the Corporate Governance Code (CGC), and

- not complying for years with the CGC requested by SCIC, or

- not been complying for years with the disclosure of vote For

significant information required by law and regulations

without any reasonable explanation. J

(Note) “large company” here means the company whose charter capital is equal or
more than 120 billion VND and having more than 300 shareholders (the same criteria
of the largeness applied by the Ho Chi Minh Stock exchange).

(Work steps)

1) Confirm the companies’ status

2) Review and evaluate the conduct of the BOD member

3) Consider the possibility of nominating some other person to replace the director, consult
with SCIC/HQ if you are not sure for finding some alternative candidate for the director
and decide the vote

4) Report your vote to SCIC/HQ

(Law & regulations to be referred)

Independence of board members: LOE, Art.151, Law 14, Art.14, 31, 39;

Responsibility & obligations of BOD & control board: LOE, Art. 149, Decree 87, Art.27,
Circular 121, Art.21; Law 14, Art.41-43, 45;

Membership composition: LOE. Art.150, Circular 121, Art.9, 10, 11, 29, 32, Law 14, Art.22-23,
28,

Membership nomination: LOE Art.135, Circular 121, Art.18;

Attendance rate: LOE, Art.149, 153;

Ranking of managerial person: Circular 200, Art 14;
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1.9.2 Supervisory Board member

If the member is

1) nolonger satisfies the standards and conditions for the appointment;

2) fails to perform his/her rights and obligations for 6 consecutive months, except for
force majeure events;

3) tenders a resignation which is accepted,;

4) fails to fulfill his or her assigned duties or work;

5) commits a material breach or committing a number of breaches of the obligations of
a Supervisory Board member as stipulated in the law and the charter of the
company;

6) pursuant to a decision of the AGM

7) other cases prescribed by the company’s charter;

vote For

(Work steps)

1) Collect information about his/her performance, note facts that clearly shows inappropriate
management by the BOD member.

2) If the company is an investee company of SCIC and is a listed company or large* public
company, check whether he/she did not comply with the law or regulations as well as CGC
of SCIC
(Note) Large company” here means the company whose charter capital is equal or more

than 120 billion VND and with more than 300 shareholders (the same criteria of the
largeness applied by the Ho Chi Minh Stock Exchange)

3) Decide vote and, in case of making negative vote to the reappointment of the member,
consult with SCIC/HQ before making the vote or before making a counter proposal to

dismiss or replace the member

(Law & regulations to be referred)

Selection & dismissal: Law 14, Art.25-27, 32-33, 36, 40;

Information disclosure: Circular 155, Art.3-6, Decree 87, Art.38-39, Law 70, Art.28;
Penalty for violation: Circular 155, Art.7;
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Responsibility of parent company: Circular 122, Art.8
Responsibility of directors: Decree 87, Art 27;

1.10 Appointment of Auditors, auditing companies or branch of a foreign
auditing company in Vietnam to audit financial statements

1) First, collect information about the candidate as Auditors, auditing companies or
branch of a foreign auditing company in Vietnam referring to the list of the Vietnam
Association of Certified Public Accountants (VACPA), and evaluate his/her career
and conduct in the past

and if

2) the Auditors, auditing firms, branches of foreign auditing firms in Vietnam are not
qualified for independent audit according to the Law on Independent Auditing, or

3) the Auditors are involved in antisocial conduct in another company, or

4) employing the same Auditor over 3 consecutive years (three times in succession)

vote Against

(Work steps)

1) Implement 1) above, ask his/her reputations to reliable sources of information including
SCIC/HQ or other branches

2) Decide vote checking 2)-4) above and report to SCIC/HQ before making the vote

(Law & regulations to be referred)

Compulsory audit: Law 70, Art. 6, 13;
Independent auditors: Law 67, Art.9 etc;
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1.11 Approval of M&A plan or approval of transforming, restructuring, dividing or
dissolving the company

1) Decide on a case-by-case basis, raising questions to and discuss with the
management of the company to clarify the details of the plan and its expected
outcome

but In principle, if
2) the plan is endorsed by the independent (neutral) third party evaluation organization

vote For

and if
3) it is considered to produce negative influence on the profitability of the company and
shareholder value

vote Against

(Work steps)

1) Check whether the plan is endorsed by independent (neutral) third party evaluation
organization including an established consulting company or a main bank of the company

2) Study related prior discussions in the BOD meeting and consult or discuss if necessary with
other major shareholders about the feasibility of the plan

3) Consult with SCIC/HQ and decide the vote

(Law & regulations to be referred)
Restructuring of administration & organization: Decree 81, Art.16-17;

1.12 Ownership change

If the company requests AGM to approve the increase of ownership of shares by the

foreign investors and

1) the request complies with the articles stipulated by law and regulations including
international agreements that Vietnam is the member, or

2) is doing business in the conditional business sector for foreign investors but no
specific limits are stipulated by law and regulations and foreign ownership in the
company is maximum 49%, or
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3) belongs to the unrestricted foreign ownership limit and the maximum percentage of
the foreign ownership is within the limit stipulated by the charter of the company, or

4) operates in multi-business lines with different provisions on foreign ownership ratio,
then the foreign ownership ratio shall not exceed the lowest level of the line with
provisions on foreign ownership ratio, unless an international treaty contains some
other provision, and

5) in case of private offering, in addition to the conditions above the conditions of the
offering of the company share satisfies the conditions stipulated by law and
regulations

vote For

(Work steps)

1) Review whether the request is comply with the law and regulations, and international
agreements if any the Vietnam is the member

2) In case of the private offering, monitor the process to secure the fairness of the offering

3) |If the state representative is not clear the compliance with law and regulations especially

the international agreement, he/she shall consult SCIC/HQ

(Law & regulations to be referred)
Decree 58/2012/ND-CP, Art.4
Decree 60/2015/ND-CP, Art 2, 4

1.13 Other shareholders’ proposals

1)

If

2) the proposal is considered to contribute to

3) the proposal is to enhance the protection of shareholders,

4-5-20

First, review the contents of the proposal and discuss its acceptability and feasibility
among shareholders prior to the AGM
Vote shall be on a case-by-case basis,

enhancing the shareholder value and corporate governance

of the company with reasonable cost, or ~— | vote For

including strategic shareholders i
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but if
4) it is not sure whether the expected outcome is positive or not, or |
5) Itis proposed by a shareholder or a group of shareholders
holding less than 10% of total shares of the company or
holding 10% or more of total shares of the company but
shorter than 6 consecutive months (or smaller percentage
in comply with the Company Charter), or
6) the proposal is not sent by document at least 3 working days
before the AGM

vote Against

(Work steps)
1) Implement 1) above and consult with SCIC/HQ for the vote

2) Contact and discuss with the management if necessary informing the opinion of or

instruction from SCIC/HQ
3) Vote and report the outcome to SCIC/HQ

(Law & regulations to be referred)
Shareholders’ proposal: LOE, Art.138;

2 Remuneration

2.1 Approval of remuneration and remuneration cap for BOD members and

Supervisory Board members

If

1) the remuneration plan (cap) includes BOD members and Supervisory Board

members who are responsible for any of the following situation:
() obvious business failure of the company, or

(i) share price of the company have been depressed for years, share price is

declining sharply, or
(i) business performance has apparently worsen, or

(iv) conducted acts against shareholder value, or the percentage of increase in

remuneration is higher than that of the increase of enterprise value, or

(v) the company committed antisocial conduct, or
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2) the payment of remuneration and bonus based on the performance for the year will
be implemented before the termination of the accounting for the year

vote Against
(Work steps)
1) If it is the case of 1) and 2) above report to SCIC/HQ in due course that you will vote against
before AGM

2) Make the vote and report it to SCIC/HQ

(Law & regulations to be referred)
Wage of BOD & SB: Circular 121, Art. 13, 16, 22

2.2 Equity compensation plan

1) Pay attention to the contents of the compensation plan and report in a timely manner
to, and closely communicate with SCIC/HQ to evaluate the impact of the equity
compensation plan and possible dilution of existing stocks

2) and if the proposal to allow stock options

(i) includes giving stock options to independent directors or auditors or persons
who have no involvement with the improvement of the business performance of
the company, or

(i) is exercised by lower price than the market price, or book value except for
cases that law or regulation permit, or

(i) total amount of the proposed stock option will lead to the dilution of existing
shares more than the level specified by SCIC, or

(iv) the total amount of issued shares under the proposed stock option to
employees within 12 months will exceed 5% of the number of currently
circulating shares of the company

vote Against

(Work steps)
1) Review the compensation plan and send it to SCIC/HQ in a timely manner
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2) Study the contents and contact with other major shareholders to ask their opinion about the
plan (Ref. KRI Chapter 4-I1)

3) Consult with SCIC/HQ for the vote informing the opinions of other major shareholders; if
cases are 2)-5) above vote shall be against

4) Make vote and report the result to SCIC/HQ

(Law & regulations to be referred)
Equity compensation by public companies: Circular 162, Art.35;

2.3 Setting or revising the maximum dilution level for the Employee Stock
Ownership Plan (ESOP)

1) the total amount will exceed a percentage (maximum of 5% of the number of
currently circulating shares of the company within 12 months by law or a
percentage specified by SCIC lower than 5%) of paid-up capital of the company, or

2) the criteria of the allocation scheme or the calculation formula is not disclosed, or

3) the company has insufficient capital sources for implementation on the basis of
audited financial statements for the most recent period from the following sources:
(a) surplus capital, (b) investment and development fund, (c) undistributed after-tax
profit, and (d) other funds (if any) used to supplement the charter capital in
accordance with law, or

4) a vesting period for exercising ESOP is not set, or longer than 3 months* without
getting approval by the State Security Commission and condition that these
benefits shall be removed from resigned employees, or the staggered period is not
decided by the company
(*Note that SCIC will recommend a company to allow a staggered period of over 3
years, in line with the international practice.)

vote Against

But if
(i) the issue plan fulfils the requirements of regulations, and

(i) no accumulated loss is recorded in the latest financial
vote For

statements of the company, and

(i) the issue plan is approved by SCIC
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(Work steps)

1) Collect information about the plan and study whether the case is 1)-4) and (i)-(iii) above
(Ref. KRI Chapter 5)

2) Report the plan and your vote to be made to SCIC/HQ before voting

3) SCIC/HQ shall set the percentage limit and calculation formula, and/or criteria for
allocation scheme that SCIC will agree and inform them to State Representatives well
before the AGM ( better to include in this VG)

(Law & regulations to be referred)
Stock option by public companies: Circular 162, Art.35;

3 Article amendments
3.1 Amendment of statute (Charter), including expansion of business activities

1) Decisions shall be made on a case-by-case basis.
2) To evaluate the appropriateness of such proposition
—> discuss in detail the proposed amendment of charter or the plan and question
the purpose and expected outcomes prior to the AGM, and
3) decide how to vote consulting with SCIC/HQ when necessary

When the amendment includes

1) a clause that will enhance and modernize the corporate governance of the company,
including the appointment of independent BOD members, or

2) protection of the rights of shareholders and contribution to the increase of
shareholder value, or

3) a clause that provides rights for a strategic shareholders such as preferred price,
controlling ownership percentage, or veto rights, which are considered as fair
compensation for the obligations imposed on, or the commitment made by, strategic
shareholders

vote For

but if the amendment
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1) is related to the continuous low business performance of the company or

2) aims to let the company enter into a risky business that is not related with the core
business of the company, or

3) includes a clause that will increase the remunerations of BOD members but not
include any increase of shareholder value, or

4) includes issues that do not comply with law and regulations

|

vote Against

(Work steps)

1) Collect information about the amendments; contents, purpose, reasons, and expected
outcomes from the company

2) Consult with SCIC/HQ about the appropriateness of the amendments to be proposed

3) Discuss with major shareholders if necessary

4) Decide the vote and report the result to SCIC/HQ

(Law & regulations to be referred)
Charter amendments: LOE Art.135

3.2 Reduction of BOD members' term in office

1) Term of BOD members exceeds 5 years and

not in comply with regulations unless otherwise defined by vote Against

the company charter

but as for shortening of the term of a BOD member

2) if the impact on the shareholder value is not negative ——> vote For

furthermore,

3) an independent BOD member has been engaging in
) g Ja9ing —— | vote Against

the same company for long-term (5 years and longer)

and
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4) the assignment period as an independent director had better not be too short, so
that make the director have had enough time and opportunity to fulfill his/her
expected role in the company

(Work steps)

1) Study the need of the amendment; whether the case is 1)-4)

2) If case is 1)-3), report SCIC/HQ that you will vote against to such proposal before making
vote

3) SCIC/HQ will decide the appropriate assignment period for independent directors and
inform it to State Representatives in advance to the AGM (better to clearly state it in this
VG)

(Law & regulations to be referred)
Term of BOD members: LOE, Art.150, 151;

3.3 Board structure and decrease in the maximum board size

1) Collect detailed information prior to the AGM and consult with SCIC/HQ on how to
vote, and whether to vote for or against

and

2) judging the appropriateness of the amendments about the Board structure, including
the addition of more conditions to remove a BOD member or a significant change in
the number of BOD members

vote case-by-case

(Work steps)

1) Collect information about the needs and discussions related to the revision of the BOD
structure and consider the appropriateness of the restructuring

2) Discuss with BOD members about the needs, if necessary, and consult with SCIC/HQ about
your decision to vote for or against the proposal

(Law & regulations to be referred)
Board structure: LOE, Art.150, 163; Decree 81, Art. 17-18, Circular 121, Art.11, 19, 30;
Sub-department: Circular 121, Art.32

4-5-26 — 356 —



For Reference & Introductory Purpose of the Voting Guidelines

3.4 Disclosure of information

1) Pay attention to the contents and methodology of disclosure of the company,

2) Discuss with SCIC/HQ about the disclosure practices by other companies in the
portfolio of SCIC,

3) Exchange opinions with other shareholders about the contents and methodology of
supplying information to external investors

and when

4) BOD proposes to the AGM an amendment of charter that includes a clause to
improve the contents of annual report, financial statement, etc., which will level up
the disclosure of activities of the company and contribute to enhancing dialogue with
shareholders

[ vote For

(Work steps)

1) Study about the disclosure requirements by law and those of the Stock Exchange in case of
listed companies, review the contents of disclosure of the company and check the procedure
of deciding the contents as well as the compliance with the required procedures for
disclosure (refer to the Circular No.155/2015/TT-BTC, Articles 3-11, and the Decree No.
81/2015/ND-CP, Articles 12-19.

2) Discuss with SCIC/HQ and exchange opinions about the contents and procedure of
disclosure of the company with other major shareholders if necessary before the vote

3) In case that you will disagree the contents and/or procedure of deciding the contents of
disclosure of the company, inform SCIC/HQ about your decision to vote against the agenda
of the AGM before the vote

(Law & regulations to be referred)

Rules & methods of disclosure: Circular 155, Art.3-11, Law 70, Art.100-104, Decree 61, Art.
25-28, Circular 52, Art.3-13, 15-17, 33 etc;

Publishing method: Decree 81, Art.12-19
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4 Share Issuance Request

4.1 Increase of the charter capital

1) Collect detail information and reasonable explanation about the plan of the increase
of charter capital from the management

2) consult with SCIC/HQ to calculate the expected level of the limit of share issuance (to
avoid the dilution of the value of shares and for protecting the rights of SCIC as a
shareholder)

and if

3) it is obvious that the issuance will damage the shareholder value, or

4) the case is as follows, without any reasonable explanation:
(i) the dilution of the shares is large and damages the shareholder value, or
(ii) the order of SCIC among shareholders will be changed as the result of the share
issuance and SCIC will be placed into a more disadvantageous position than before
as a result of the issuance

vote Against

5) Case-by-case but if
(i) the purpose of the increase is proposed as an anti-takeover defense measure, or

(i) the company is listed as a company to be divested in a year by SCIC, or
(iii) the implementation time of issuance of share is not-Specified

|

in principle vote Against

(Work steps)

1) Check the explanation/reasons about the plan to increase the charter capital, consult with
SCIC/HQ whether to accept the plan or not

2) Decide the vote based on the cases 3) - 5) indicated above and inform your decision of the
vote to SCIC/HQ before AGM

(Law & regulations to be referred)
Issuance of shares: LOE, Art.113, 117
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4.2 Approval to authorize the Board to issue or repurchase shares or grant a
general mandate to the BOD to issue shares

1) Monitor related discussions in the BOD and understand the objective of such
decisions to consider the appropriateness

If it is proposed
2) to entrust such decisions to the BOD ~ ————> | i principle vote Against

but if it is proposed

3) to redeem its own share to use as treasury shares of more than 10% but not more
than 30% of the total number of issued ordinary shares, or to ask for the approval of
the BOD for redeeming 10% or less of the total number of issued ordinary shares in
each 12-month period, and if the impact of such redemption might not be negative
for SCIC

vote For

(Work steps

1) Review the reasons of the proposal and judge whether they are appropriate or not

2) If the case is as 3) stated above vote for but it is not such a case, vote against

3) Inform your judgment to vote for or against to SCIC/HQ before making the vote in AGM

(Law & regulations to be referred)
Repurchase of shares: LOE, Art.130, 135; Decree 58, Art.37; Decree 60

4.3 Approval to repurchase shares

If
1) the repurchase of shares of the company will increase shareholder value of the
company and comply with law and the charter of the company

in principle vote For

But as repurchase of shares is an easy way to increase nominal return on equity (ROE)
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2) the increase of ROE is not the result of increase of profit as the result of strengthened

competitiveness of its core business it will not help strengthen the real profitability of
the company

vote Against

(Work steps)

1)

2)

3)

Review the plan of repurchasing shares, consult with SCIC/HQ about the expected outcome,
whether it will increase the value of shareholders or not

If it is obvious that the plan will increase the value, vote for and inform SCIC/HQ about the
vote

But if it is not clear whether the repurchase will increase shareholder value, consult with
SCIC/HQ before making the vote to decide for or against

(Law & regulations to be referred)
Repurchase of shares: LOE, Art.130, 135; Decree 58, Art.37;

4.4 Creation or modification of preferred shares

1)

2)

Require an explanation from the BOD about the purpose of the creation or
modification of shares of different classes

evaluate the effect that it will cause to the existing shareholder value, consulting with
SCIC/HQ if necessary

If it is requested

3)

4)

5)

to create or modify shares of different classes without any reasonable explanation
about the purpose of the creation or modification

the expected holding entities/person of the voting preference shares are not the
organizations authorized by the government and founding shareholders, or

the persons to buy shares with preferred dividends, redeemable preferred shares,
and other preferred shares are not prescribed by the company’s charter or the AGM

vote Against

(Work steps)
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1) Review the explanation/reasons of the purpose of creating preferred shares or modifying
them

2) Evaluate the effects to the existing shares as the result of such plan, if the cases are such as
stated 1)-3) above vote against

3) Inform the vote to SCIC/HQ before making the vote at the AGM

(Law & regulations to be referred)
Creation of shares: LOE, Art.113, 117
5 Miscellaneous items related to the AGM (related to the items considered to be

AGM approval matters by the Charter of the company)

5.1 if the item does not satisfy the requirements in the Charter, Law on Enterprise and
other regulations

vote Against

5.2 Approval of establishing branches & representative offices, when if the size of
related investments is considered too large compared to the financial or business
capability of the company

vote case-by-case

(Work steps)

1) Incase of 5.1, your vote shall be against

2) In case of 5.2, collect data of other companies in the same industrial sector, consulting with
SCIC/HQ if you do not have enough information, and compare the size of the investment
and business capacity of the company, such as availability of human resource, financial
capability, support from its parent or related company, etc.

3) When you decide the vote for case-by-case issues, report SCIC/HQ before making the vote
at AGM

(Law & regulations to be referred)
Establishing branches & representative offices: LOE, Art.56, 149;

(End)
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Annex: Analytical breakdown of ROE

ROE = net profit / own capital = EPS (earnings per share) / BPS (book-value per share)
= PBR (price to book-value ratio) / PER (price earnings ratio)

ROE = (net profit / sales) x (sales / total assets) x (total assets / own capital)
Factors that affect ROE are:

(1) Net profit rate -------- (1-1) profit rate before tax
(1.1.1) gross profit margin
(1.1.2) ratio of cost to sales
(1.1.3) ratio of administrative and selling expense to sales
(1.1.4) operating income to sales
(1.1.5) EBIT margin
(1.1.6) EBITDA margin

(1-2) effective income tax rate

(2) Turnover ratio of sales--- (2-1) current asset turnover ratio
(2.1.1) stock (inventory) turnover period (days)
(2.1.2) collection period of cash
(2-2) fixed asset turnover ratio
(2.2.1) operating ratio (percent of capacity use)
(2.2.2) yield rate
(2.2.3) investment

(2.2.4) sales per unit space

(3) Financial leverage---- (3-1) interest bearing liability ratio
(3-2) interest bearing liability / EBITDA
(3-3) interest coverage ratio
(3-4) core-Tier 1 ratio

(3-5) foreign currency funding
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. Future risk management framework ...........ccccveeeiiiiiiiiic e

Il Future operational frameWOrK ............coouiiiiiiiiie e

The information described in this document shall be adopted under your own
responsibility.
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Chapterl Purpose

This document describes the risk management framework with focusing on the
Key Risk Indicator for new investment of SCIC (hereinafter “the KRI”).

O KRI: Measure used in management to indicate the quantitative or qualitative

check point to complied with when doing new investment.

Chapter2 Assets subject to this framework, Control method and Organizational risk
management framework

| Subject assets

The subject assets of this risk management framework with focusing on the
KRl is as follows;

Project investment
(The main investments until 2020)

Investments in financial assets such as bond and stock
(The main investments after 2020)

*  Target investments exclude the transaction relating to the followings.

Funds for support of arrangement and development of enterprises
(SOE Restructuring fund).

Loss is not posted in SCIC.

Il.  Control method

The following controls are applied to the KRI for each subject assets.

To monitor the compliance
In cases violation occurs, the reason of the violation

s LI shall be confirmed; and what needs to be done
thereafter shall be determine.
Hard Limit The limit that must be complied

If violation is occurred, subject assets must be sold.
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Organizational framework

Investment Department shall apply the KRI to investment decisions. After the
investment execution, Investment Department shall monitor the KRI in order to
consider whether to continue that investment.

If Investment Department makes investment decision, Risk Management shall
monitor the KRI independently in order to oversee the Investment Department’s
decision. After the investment execution, Risk Management shall monitor the
KRI independently for the confirmation of Investment Department’s observance
of the KRI.

Then Risk Management shall give the warning in case of the judgment
between Investment Department and Risk Management is different.

Internal Audit shall review the status described above.
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Chapter3 Investment limit

Based on the investment policy and investment strategy of SCIC, SCIC shall set

the investment limit of the following items, and ensure that each KRI shall be

complied.

*Management of the balance evaluation by the most recent market value

| Investment limit by industry type and Subject assets, etc.

SCIC shall set the investment ceiling by the following items. Specifically, "Key
industries and fields", "Projects, Industries and Fields with economic efficiency",
Subject assets”, "Industry type" and by soft limit/hard limit

2016 | 2017 | 2018 | 2019 | 2020 | 2030
Key industries and fields 70%
Projects, industries, and fields with
. = 30%
economic efficiency
Stoks- Project investment 74.0% | 75.7% | 78.3% | 79.2% | 81.2% | 82.0%
13.0% | 15.2% | 16.9% | 16.0% | 14.0% | 15.0%
* The investment ratio of fixed-rate bonds and
floating-rate bonds will not be KRI for the time
. Bond being. SCIC should consider to make KRI to
Subject ) . .
P regulate the investment ratio of fixed-rate bonds
and floating-rate bonds if the investment to fixed Whenever
rate bond will be increased. !
- - transaction
Maturity Fixed rate bond: Equally held to 1-5 years is
Liquid assets 13.0% | 9.1% | 4.8% | 4.8% | 4.8% | 3.0% | executed
X - ; / Annualy
Financial Services 8%
Industry - Construction 11%
Healthcare 15%
Telecommunications/Electric 14%
Industry
type Consumer products 13%
Information technology 15%
Water - Electric - Gas 13%
Othe( efficient industries 11%
and fields
(Source)
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"Key industries and fields "and "Projects, industries, and fields with economic

efficiency” )
Phan 2/1/3./3.3. Binh hwéng dau tw.

"Subject assets”
Bang: Tytrong tai san giai doan 2016—2020va dinh hwéng 2030

“Industry type”
Bang: Tytrong tai san giai doan 2016—-2020va dinh hwéng 2030
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. Investment Concentration Limit by single name

From the point of view of the suppression of the downside risk, SCIC shall set
the investment limit for concentrated investment to the single name.

Securities

D The assets to the same issuer
shall not exceed 10%.

However,

@ The total value of the assets held
by SCIC in the issuer in each of
which it invests more than 5%
shall not exceed 40%.

In other cases, the assets to
the same counterparty shall
not exceed 5%.

* |tem/Stock taken over from
government is exempt from
this Investment Concentration
Limit.

Deposits and
government
bonds

20%

All investment
ratio shows the
percentage of
net assets.

Daily

(Source)

v DIRECTIVE 2001/108/EC / 10.Article 22.

— 369 —

5-7



Chapter4 Risk management for project investment, stock investment and bond
(hereinafter excluding government bonds) investment

SCIC shall set KRI based on "regulations on investment decisions of SCIC," and
"SCIC ERM Policy".
Regarding the insufficient points in the above regulations, SCIC add supplements
KRI from different points of view that are not prescribed in the said regulations.

| Project Investment

O Quantitative criteria

IRR

Vietnamese ‘5 Government bond yields +2%

* SCIC shall implement the interest rates
depending on the investment period as IRR in the
future.

By half-year

Delay period

Period required for legal proceedings: 6 months or
more

Enforcement period : 12 months or more since the
investment decision is made.

Monthly

Excess of
cost

Excess of cost is 30% or more comparing to the
initial budget

Profit after tax

Profit after tax is less than 95% of the initial
budget.

Loss of risk (such as delay, excess of cost and
so on) is more than 0.2% of previous profit after
tax.

Revenue

Revenue is less than 95 % of the initial budget

Loss of risk (such as delays, excess of cost and
so on) is more than 1% of previous revenue.

Quarterly

Scale of
investment

In compliance with the existing law on the equity
ratio.

AS soon as
an event
occurs

5-8
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O Qualitative criteria

lregulations on
investment
decisions of
SCIC]
Chapter 2,

Avrticle 5

Qualitative items that are prescribed in the section
of “the project investment activities”

Project analysis

SCIC can involve the management of the
investee (i.e. “hands on).For example. The
directors are dispatched.

There was not any delay of construction in
the past. The contractor has the ability to
complete the construction.

The project is carried out in accordance with
the governmental policies.

There is not any significant fact that may
affect the progress of the projects such as
expropriation of land

Compliance check

There is not any disrepute information of
companies and executives.

Quarterly
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l. Stock and bond investment

O Quantitative criteria

Stock investment

ROE is more than industry average and

ROE .
economic grows rate.
ROI ROl is more than industry average.
Credit rating Above BBB (if any)

Quarterly

Bond investment

Credit rating BBB or higher (if any) Quarterly
Vietnamese ‘5 government bond yields+
Interest level
2%
Only within five years to redemption Daily

Maturity

Portfolio of the fixed-rate bond
Equally held of each maturity (from 1
year to 5 years).
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O Qualitative criteria

Stock and bond investment

Investment
grade
/
Non-investment
grade

Invest only in investment grade stock and
bond. (if any)

* |f SCIC will implement investment
grade system in the future, SCIC
should consider to alter Soft Limit to
Hard Limit.

regulations on

investment
decisions of | Qualitative items that are prescribed in the
SCIC) segti_o_n of “the stock and bond investment
Chapter 2, activities”.

Article 6-7-8
Is financial information disclosed
periodically?
(half-year or quarter)
Is there any negative audit opinion?
Is business plan disclosed?
The sales and profitability trends are

Corporate not less than industry average.
analysis Is loss in 2-year succession

recorded? Is this loss temporary?
The capital adequacy ratio is more
than industry average.
Other additional analysis is required
(e.g. in real estate, determine whether
the project is behind the schedule)

Compliance There is not any disrepute information of

check companies and executives.

Quarterly
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Chapter5 Loss-cut rule

SCIC shall set the loss cut point. Then the policy for "judgment of sale" shall be
considered.

Listed stock (*)(**)

5% or more and less than 10%
(Reporting to :Relevant department
Listed Middle management)

stock’s rate
of decline of | 10% or more and less than 21%

the price (Reporting to: Senior management)

since the
acquisition 21% or more.

(Reporting to:Board meeting
ICEO)

Daily

(*)  Loss-Cut Rule will not be applicable to the medium/long term stock owned by the
strategic reason. It shall be regulated by other quantitative and qualitative criteria.
In this case, the investment purpose must be specifically defined as "medium/long
term stocks" and segregated management is required.

(**) Loss-Cut Rule will not be applicable to unlisted stock. Unlisted stock shall be
regulated by other quantitative and qualitative criteria.
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+ Listed Bond(excluding government bonds)

Bonds rate
of decline
of the price
since the
acquisition

5% or more and less than 10%
(Reporting to: Relevant department
Middle management)

10% or more and less than 21%
(Reporting to: Senior management)

21% or more.
(Reporting to: Board meeting

/CEO)

By half-year
(Regardless
of the
above,
SCIC shall
monitor as
soon as an
event
occurs.)

(*)  Loss-Cut Rule will not be applicable to unlisted Bond. Unlisted bond shall be
regulated by other quantitative and qualitative criteria.
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Chapter6 Staff turnover and Enrollment period

5-14

For preventing the growth of fraud risk by prolonged enrollment period, SCIC shall
set the KRI for the enrollment period.

According to Vietnamese law and regulations, in order to prevent civil servants from
any fraudulent conduct and to allow them to gain sufficient experience of different
roles, the enrollment period is set at 03 years for management position.

SCIC shall refer to Viethamese law for the enrollment period of management.

Staff in charge of investment takes roughly about 7 years to become proficient.

Management: 3 years

Enrollment
period Staff in charge of investment: By year
10years
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Chapter7 Organizational Risk Management Frameworks

Segregation of Duties

In order to prevent fraudulent conduct and failed transaction processing, it is
necessary for relevant departments and individuals to check/monitor one
another.

Separation of the organization and the authority

To ensure the separation of the organization between front office (dealers)
and back office (administrative functions) for preventing fraud.

Placement of the prohibition on executing order of the transaction by decision
maker of the investment.

Mutual confirmation of the transaction statements

Back office shall gain the transaction statement directly from counterparty and
check with the statement of the front office for preventing dealer’s fraudulent
transaction,

Access Control to the front office

Carrying out the entrance and exit control for front office (e.g. fingerprint
authentication)

Preventing the insider trading

Regarding the insider trading on individual account, all SCIC executives and
employees (not only the executives and employees relating to the investment)
shall be regulated and managed.

Main things to be regulated and managed are as follows.

Placement of the prohibition on the execution of buy and sell of the stocks
and bonds by SCIC executives and employees who gained the information
on the material fact.

(*) Material fact: The fact before the publication that includes the information of the
SCIC’s investment plan to any issuers.
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Transaction is prohibited even if there is no relation between the transaction
and the material fact. For example, even the transaction for conversion into
cash and the transaction by self-determination are prohibited.

To obligate the reporting of the all owned securities and each transaction to
SCIC by all executive and employees.

Reporting shall be done whenever buying and selling the securities is
executed.

In cases the transaction value is worth VND 50,000,000 and above (at
which the reporting must be made at year end), the transaction must be
reported.

VI. General provisions

Management framework described in this document and the status of
implementation shall be subject to annual review by internal auditors.

Management framework described in this document shall be revised
whenever the investment strategy of SCIC has been changed.
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Chapter8 Future risk management and operational framework

SICI will be required to consider to further sophisticate the risk management
relating to the subject assets, from the perspective of market risk, liquidity risk
and credit risk and so on.

The matters required for consideration are as follows.

Future risk management framework

A. Market Risk

If the types of assets to be invested will be extended, SCIC shall be
required to consider to develop the quantitative risk analysis framework for
example utilizing VaR.

B. Liquidity Risk
O Financing structure

SCIC will be required to grasp the status of financing needs depending on
financing structure.

By grasping the status of financing needs, SCIC will be able to consider
whether to make investments in liquid assets or illiquid assets.

For example all financing is procured from stock, all subject assets can be
illiquid assets.

For the time being, all procurement of SCIC is from stock, therefore subject

assets can be illiquid assets. However if SCIC will expand the financing

method to non-equity finance, SCIC will be required to manage liquidity risk

relating to financing structure.

O Replacement of stocks

If SCIC will perform replacement of assets in a relatively short period of
time, it is assumed that SCIC will hold highly liquid assets of a certain
percentage.
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In this case, from the viewpoint of market and liquidity, the percentage of
the SCIC’s holding amount against issue amount will be required to be
monitored.

Although SCIC has the investment policy that assumes a long-term
investment (bonds are held-to-maturity), if SCIC will perform replacement of

assets in a relatively short period of time, it will be required to manage it
from the viewpoint of liquidity buffer.

C. Credit risk

In order to determine the credit risk of subject assets, SCIC will be required
to consider the risk management framework for development of the scoring
model.

For the development of the scoring model, the accumulation of data relating
to default events will be required.

By applying the above-mentioned risk management framework, the
management of counterparty risk (stock brokerage) can be conducted.

D. Operational Risk

Dealer’ telephone conversations will be required to be recorded and stored.
It will be prohibited to bring in of personal handy phone and other personal
belongings.

(Personal belongings will be required to be put in a transparent bag, if it will
be necessary to bring in.)

Information passing using the storage medium will be prohibited.

For preventing the failed transaction processing, preparation of the procedure
manual and thorough double check will be required.
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. Future operational framework
A. Investment in the fund

For preventing substantial losses when the event risk occurs, investment in
the fund will be required to be considered.
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