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SEQUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

STATEMENT OF THE RESPONSIBILITY OF THE BOARD OF MANAGEMENT OF THE
BRANCH IN RESPECT OF THE FINANCIAL STATEMENTS

Board of Management of Seoul Guarantee Insurance Company - Hanoi Branch Office (“the
Branch”) is responsible for prepanng the financial statements which give a trua and fair view of
the financial position of the Branch as at 31 December 2018, the results of its operations and its
cash flows for the year then ended. In preparing these financial statements, the Board of
Management is required lo:

select suitable accounting policies and then apply them consistently;
make judgements and estimates that are reasonable and prudent; and

prepare the financial statements on a going concern basis unless it is inappropriate to
presume that the Branch will continue in business,

The Board of Management is responsible for ensuring that proper accounting records are kept
which disclose. with reasonable accuracy at any time, the financial position of the Branch and
which enable financial statements to be prepared which comply with the basis of accounting set
out in MNeote 2 to the financial statements, The Board of Management is also responsible for
safaguarding the assets of the Branch and hence for taking reasonable steps for the prevention
and detection of fraud and other iragularities.

APPROVAL OF THE FINANCIAL STATEMENTS

We hereby approve the accompanying financial statements &s set out on pages 6 to 34 which
give a true and fair view of the financial position of the Branch as at 31 December 2018 and of
the results of its operations and its cash fiows for the year then ended in accordance with
Vietnamese Accounting Standards, the Vietnamese Accounting System and regulations on
preparation and presentation of financial statements applicable to Insurance companies
operating in Vietnam,

On behalf of the Board of Management

Hanel, SR Vietnam
21 March 2018
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INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF SEQUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH
OFFICE

We have audited the accompanying financial statements of Seoul Guarantee Insurance
Company - Hanoi Branch Offica ("the Branch”™) which were prepared on 31 December 2018 and
approved by the Board of Management on 21 March 2019, The financial statements comprise
the balance sheet as at 31 Decamber 2018, the income statement and the cash flow statement
for the year then ended and explanatory notes o the financial statements including significant
accounting policies, as set out on pages 6 to 34,

The Board of Management's Responsibility to the financial statements

The Board of Management of the Branch is responsible for the preparation and the true and fair
presaentation of these financial statemants in accordance with Vietnamesa Accourting Standards,
the Vietnamese Accounting System and regulations on the preparation and presentation of
financial statements applicable to insurance companies operating in Vietnam and for such
internal contrel which the Board of Management determines necessary to enable the preparation
and fair presentation of financial statements that are free from material misstatement, whether
dua to fraud or error

Auditor's Responsibility

Owr responsibility is to express an opinion on the financial statements based on our audit. Wa
conducted our audit in accordance with Vietnamese Standards on Auditing, Those standards
require that we comply with athical standards and requiraments and plan and perform the audit
in order to obtain reasonable assurance as to whether the financial statements are frea from
material misstatement

An audit involves performing proceduras to obtain audit evidence aboul the amounts and
disclosures in the financial statements. The procedures selected depend on the suditor's
judgment, including an assessment of the risks of materal misstatement of the fnancial
statements, whether due to fraud or ermor. In making those nisk assessments, the auditor
considers internal control relevant to the Branch's preparation and true and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the
circumstancas, but not for the purpose of expressing an opinion on the effectivenass of the
Branch's internal control, An audit also includes evaluating the appropriatenass of accounting
policies used and the reasonableness of accounting astimates made by managamant, as wall as
evaluating the overall presentation of the financial statements,

We believe that the audit evidence we have obiained is sufficient and appropriate to provide a
basis for our audit opinion.

| Broorek of ProC (Vietnamy) Limited in Heaowod
16th Toor, Keatnguom Manod Lendmork Tower, Lod B, Cau Gley Drfan Ared, Me Tri Commneg, Neem T Liem
Disdricl, Hanod, Vicdnam
T =84 24 040 200, WrLr P OO T
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Auditor's opinion

In our apinion, the financial statements present fairly, in all material respects, the financial position
of the Branch as at 31 December 2018, its financial performance and cash flows for the year then
ended in accordance with Vietnamese Accounting Standards, the Vietnamese Accounting
System and regulations on preparation and presentation of financial statements applicable to
insurance companies operating in Vietnam,

Other matters

The financial statements of the Branch for the year ended 31 December 2017 were audited by
another audit firm who issued an unmodified opinion on 28 February 2018,

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

Forand on behalf of Branch of PwC (Vietnam) Limited in Hanoi

"

I':'I:"j..': QG LY THE \'I‘l
2 PWE (WIETN
@, T th i g
Tran Horig Kien Bui Phuong Hanh
Audit Practising Licence No. Audit Practising Licence No.
0Z98-2018-006-1 3823-2017-008-1

Authorised signatory

Report refarence number, HAMN 2150
Hanol, 21 March 2019



SEOUL GUARANTEE INSURANCE COMPANY - HANDI BRANCH OFFICE

FINANCIAL INDICATORS OF THE BUSINESS

1.1

1.2

2.1
2.4
2.3

3.1

3.2

a3

Asset and equity structure
Asset structure

- Current assets / Total assets (%)
- fon-cumeant assets [ Tolal assels (%)

Equity structure

- Tetal liabilities / Total resources (3)
- Owner's equity / Total resources (%)

Liquidity
Ligquidity ratio {times)
Current ratio (imes)
Cluick ratio (times)
Profitability
Prafit margins
- Met profit before tax / (Mat Premium
+ Commission from Ceded Premium}) (%)
- Met profit after tax / (Net Premium
+ Commission from Ceded Premium) (%)

Return on assets

- Met profit before tax / Total assets (%)
- Met profit after tax / Total assets (%)

Return on equity

- Net profit after tax / Owner's equity (%)

2018

81.01
8.08

7.92
892.08

12.63
13.68

13.67

42 85

35.47

il i
e

2.04

2017

ar.72
2.28

3.95
96.05

25.30
22.01

31.83

46.29

45.49

N
o
=

1.80



SEQUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

BALANCE SHEET

Code ASSETS
100 CURRENT ASSETS

110
111

Cash and cash equivalents
Cash

12 Cash eguivalents

120 Short-term investments

121 Investmants haid to maturity

130  Short-term recelvables

13 Short-term trade accounts receivable
131.1 Insurance recelvablas

135 Other short-term recelvables

150 Other current assets

152 Value Added Tax to be reclaimed
180 Reinsurance assets

191 Reinsuranca assets from uneamed premi
182 Reinsurance assets from claims reserves
200 LONG-TERM ASSETS

210 Long-term recalvables

218 Other long-term recelvables

218.1 Insurance compulsory deposit
2182 Cither long-term receivables

220 Fixed assets

221 Tangible fixed assats

222 Historical cost

223 Accumiiated depreciation

227 Intangible fixed assets

228 Histancal cost

229 Accumulated amortisation

230 Long-term investmants

255 Investments held to maturity

260 Other long-term assats

281 Long-term prapaid expensas

268 Other long-term assets

270  TOTAL ASSETS

Form B 01 = DNPNT

As at 31 December

2018 2017

MNote VD YHD
634,247,481,726 630,086,498,124

4 B33,899,499611 611,508,486,689
19,983,174,789 10,067,933 .216
613,916 324 822 601 440,553 373

- 17,000,000,000

5(a) - 17,000.000,000
106,769,880 1,575,097 222
80,706,866 -

80,706, 866 -

G{a) 16,083,014 1,575,087 222
. 2,912,213

- 2912212

H’i rz-l 2|23‘5 =

um 233,208 688 -
8,003,547 -
55,836,385,461  14,695,363,081
13,641,236,530 12,057 866,667
13,641,236,530 12,057 866 667

7 12,000,000,000 12,000,000,000
&b} 1.641,236.530 57, 866,667
1,067,246,974 1,492,695,766

Bia) 1.003,186,974 1,382,045 766
3,040,340.001 2,881 680,001
(2.037,143,027)  (1,489,634.235)

Bib) 64,050,000 100,650,000
183,000,000 183,000,000
(118.950,000) (82.350,000)
40,000,000,000 -

5(b)  40,000,000,000 .
1,127,5901,957 1,144,800,648
120,086,657 137,685,348

9 1,007,815,300 1,006,915,300
690,083,867,187 644,781,859,205

The notes on pages 12 ko 34 are an integral part of thess financial statemeants

G



SEOQUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

BALANCE SHEET

Mote

11

12{a)
12(a)
12(b)

13

14,15

15
15

{CONTINUED)

Code RESOURCES

300 LIABILITIES

310 Short-term liabilities

312 Short-term frade accounts payabla

312.1 Payablas on insurance policy

314 Tax and other payables to the State Budget 10

318 Other short-term payables

328 Technical reserves

328.1 Uneamed premium reserve for
direct insurance

3202 Gross claims reserves

328.3 Catastrophe reserves

330  Long-term liabilities

335 Deferred income tax Habilities

400 DWHNER'S EQUITY

410 Capital and reserves

411 Owner's capital

419 Compulsory reserve fund

421 Lindistributed eamings

421a - Undistnbuted post-fax profits of the
previous years

4216 - Post-tax profit of current year

440 TOTAL RESOURCES
Y

{;’ﬁ'fﬁﬂ/ :

(

Ha Thi Minh Thu
Preparer/ Chief Accountant

Form B 01 - DNPNT

_Au at 31 December

2018
VND

54,656,375,108

46,362,233,312
286,518,115
266,518 115
1,080,368,470
3,686, 809,978
41,318 538,751

32420820990
5 262,587 219
3,635,128.542

8,204,141,796
8,294,141,796

635,427,492,079

635,427,492,079
800,000,000,000
2.529 089 832
32 897 502,247

17,577,678,530
15,.319,823,717

2017
VND

25,480,497,354

19,684,699,908

175,601 448
480,003,621
19,020,089 569

14,755,313,799
1,982 902159
2 281,873.611

5,795,797 446
5,795,797 446

619,301,361,851

§19,301,361,851
600,000,000,000
1,723 ,883,321
17,577 678,530

6,428 231,816
11,148, 446,614

690,083,867,187

o

o | 0N TY DAC TR

644,781,859,205

Jeong
Director

21 March 2018

The notes on pages 12 1o 34 are an integral part of these financial statements,



SEQUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

Form B 02 - DNPNT
INCOME STATEMENT

PART | - COMPREHENSIVE INCOME STATEMENT

Year ended 31 December

2018 2017
Code VND VND
10 Met income from insurance business 27,766 906,063 24,341,839, 306
12 Financial income 15.273,504,024 1,820,247,753
20 Total nsurance expenses (11,346,716, 459) (2,785 260.875)
22 Financial expenses (4,721,324) (268,678,177)
23 Ganeral and administrative expenses (12,297, 7T12,283) (11.424,672,062)
50 Net accounting profit before tax 19,391,260,011 11,685,475 945
&1 Business income fax — current (786,785,433) -
52 Business incoma tax — deferrad (2,498 344 350) 50,783,645
60 MNet profit after tax 16,126,130,228 11,736,259,594

'/_,r—

f'_,,..f"'

Ha Thi Minh Thu
Preparer/ Chief Accountant

21 March 2019

The notes on pages 12 (o 34 are an infegral pan of thess fnancial stalemants,

8



SEOUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

INCOME STATEMENT (CONTINUED)

PART Il - OPERATIONAL INCOME STATEMENT

4.1

10

11

13
14

16
16

17
TFZ

18

19

Mote

Insuranca pramium income 17
I which:
- Direcl written premiums
= Increase in direct and assumed uneamed
Premium reserves

Reinsurance premiums ceded
I which:
- Reinsurance premiums ceded
Decrease in ceded PrEMIUM feSEres

Met insurance premium income
Commission income and other Ensurance income
In which:

= Copmmission from reinsurance premiums ceded
Met income from insurance business
Claim expenses 18
In which:

Gross claim expenses

- Deduciions

Increase in direct and assumed claims reserves 12(a)

Increase in ceded claims reserves 12{a)
Total clalm expenses
Increase in catastrophe reserves 1208}
Other insurance expenses

- Other insurance expanses 19

Total insurance axpenses

Gross insurance profit

The notes on pages 1290 34 are an integral pant of these fnancial statements

Form B 02 - DNPNT

Year ended 31 December

2018 2017
VND VND
27,708,775,408  24,341,839,306
45375282600  25.243.405,300
(17,865,507,191) (901,565,994)
(33,576,212) .
(266, 784,900)
233, 208 8848 -
27.676,199,197 24.341,B39,306

80,706,866
80,706,566

27,766,906,062

24,341 ,6839,306

(5,841,832,552)

(7.812,229,763)
1,770,387 211

(3,279,685,080)
8,003,547

{1386,244,818)

(438,244,818)
300,000,600

(1,187,232,388)

{9,113,514,085)
{1,353,254,931)

(879,947,473)
(879,047 473)

(1,323 477,204)
(7567,302,159)

(704,481,512)
(704 481.512)

(11,346,716,469)

(2,785,260,875)

16,420,189,594

21,556,578,431




SEQOUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

Form B 02 - DNPNT
INCOME STATEMENT (CONTINUED)

PART Il - OPERATIONAL INCOME STATEMENT (CONTINUED)
Year ended 31 December

2018 2017
Code Note VND VND
23  Financial income 20 15,273,504 024 1,820,247 753
24  Financial expenses (4,721,324) (266,678,177)
25  Net profit from financial activities 15,268,782, 700 1,553,569,576
28 General and administrative axpanses 21 (12,297,712,283) (11,424,672.082)
30  Net operating profit 19,391,260,011 11,685475,945
530  Net accounting profit before tax 18,391,260,011 11,685,475,945
5% Businass income tax — current 22 (786,785433) -
&2 Business income tax — defermed 22 (2,498 344 350) 50,783,649
60  Net accounting profit after tax 16,126,130,228 11,736,259,594

i
AN
> o

Ha Thi Minh Thu
Preparer/ Chief Accountant

21 March 2019

The nofes on pages 12 to 34 are an integral part of these financial statemants

10



SEOUL GUARANTEE INSURANCE COMPANY - HANCI BRANCH OFFICE

CASH FLOW STATEMENT
{Indirect method)

Form B 03 - DNPNT

Year ended 31 December

2018 2T
Code Mot VND VND
CASH FLOWS FROM DPERATING ACTIVITIES
01 NMet accounting profit before tax 19,391,260,011 11,685,476,945
Adjustments for:

02 Depreciation and amoriksation 584,108,792 570625452

03 Changes in technical reserves 12 22,057 234 247 2.845.100,541
04 Met gain from forelgn currency transiation al

year and 20 (12491721, 750) (572.966)

o5 Profit from Investing aclivities (1,857,290 544) (1,818,510,934)

08 Operating gain before changes in working capital 27,883,582 456 13,282,118,018

0g Increase in recenables (38 534 853) (56,806, 308)

11 Increase/{decraase) In payables 3,612.300,789 (248 226 826)

12 Decrease/(incresse) in prepaid expenses 17,758,881 (97 656, 568)

20 Met cash inflows from operating activities 31,424, 587,283 12,879 587.918

CASH FLOWS FROM INVESTING ACTIVITIES

21 Purchases of fived assels (158 680,000) -

23 Shor-lenn deposil at banks (23,000,000.0000  (11,000,000.000)

27 Interest received 1,632,863 B89 1,733,899 823

40 Met cash outflows from investing activities (21,525,686,111) (9,266,000,177)

S0 Met increase in cash and cash equivalents 6,889,291,172 3613587741

60 Cash and cash equivalents at beginning of year 4 611,508, 486,689 6OT,894 325,962

B1 Effect of foreign exchange differences 12.491,721,750 572 888

70 Cash and cash equivalents at end of year 4 633,899,499,611 611,508,486 689
rﬂ_'_,_,_,-'—-.\, I_,.-'q:--.l :!_ = : Sy -,\._
e /f 7 chiwdin @
o [cBwa Ty BAO H

M
Ha Thi Minh Thu
Preparer/ Chief Accountant

K0 LANRER
nf“ -

Dlre::tnr

21 March 2019

The nates on pages 12 o 34 are an intagral part of thesa financial statements.

LR



SEQUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

Form B 09 — DNPNT

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1

21

2.2

GENERAL INFORMATION

Seoul Guarantes Insurance Company - Hanol Branch Office ("the Branch™) is a foraign
general insurance company's branch established in SR Vietnam pursuant to the Licenca
for establishment and operation Mo. T3IGP/KDBH dated 26 August 2014 which was
issued by the Ministry of Financa for a period of 50 years from the date of the Licence. It
was first amended in accordance with Amended Licence No. 73/GPDC1/KDBH dated 25
June 2015 issued by the Ministry of Finance.

The principal activity of the Branch is to provide general insurance services, including
guarantea insurance, reinsurance, financial investments and other business operations
that are in line with prevailing laws and reguiations.

The normal business cycle of the Branch is within 12 (twelve) months

As at 31 December 2018, the Branch had 10 employees (as at 31 December 2017 B
employeas).

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation of financial statements

The financial statemants have baen prepared in accordance with Vietnamese Accounting
Standards, the Vistnamese Corporate Accounting System and applicable regulations on
preparation and presentation of financial statements. The financial statements have been
prepared under the historical cost convention,

The accompanying financial statements are not intended to present the financial position
a&nd results of oparations and cash flows in accordance with accounting principles and
practices generally accepted in countries and jurisdictions other than Vietnam. The
accounting principles and praclices utilised in Vietnam may differ from those generally
accepted in countries and jurisdictions other than Vietnam.

The financial statements in Vietnamese language are the official statutory financial
statements of the Company. The financial statements in English language have been
transiated from the Vietnamese language financial statements.

Fiscal year

The Branch's fiscal year is from 1 January to 31 December.

12



SEQUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

Form B 09 — DNPNT

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2

2.3

2.4

2.5

26

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Currency
The financial statemants are measurad and presented in Vietnamese Dong ("WVND"),

Transactions arising in foreign currencies are translated at exchange rates ruling at the
transaction dates. Foreign axchange differences arising from these transactions are
racognised in the income statement.

Monetary assets and liabilities denominated in foreign currencies at the balance sheet
date are respectively translated at the buying and selling exchange rates at the balance
sheel date of the commercial bank where the Branch regularly trades. Foreign currencies
deposited in bank at the balance sheet date are translated at the buying exchange rate
of the commercial bank where the Branch opens the foreign currency accounts. Foreign
exchange differences arising from these translations are recognised in the income
statement.

Cash and cash equivalants

Cash and cash equivalents comprise cash on hand, cash at bank, cash in transit, demand
deposits and other short-term investments with an original maturity of threa months or
lass,

Investments held-to-maturity

Investments held-to-maturity are investments which the Branch's General Director has
positive intention and ability to hold until matunty.

Invastments held-to-maturity include term deposits. Thosa investments are accounted for
at cost less provision.

Provision for diminution in vaiue of investments held to maturity is made when there is
evidence that part or the whola of the investment is uncollectible.

Trade receivables
Trade receivables are carfied at the onginal invoice amount less an estimate made for

doubtful receivables based on a review by the Branch’s Board of Managemeant of all
outstanding amounts at the year end. Bad debts are written off when identified.

13



SEQUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

Form B 09 — DNPNT

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2
2.7

2.8

2.9

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fixed assets

Tangible and intangible fived assets

Fixed assets are stated at historical cost less accumulated depreciation/amortisation.
Historical cost includes expenditure that is directly attributable to the acquisition of the
fixned assets.

Depreciation and amortisation

Fixed assets are depreciated and amortised using the straight-line method so as to write

off the cost of the assets over their estimated useful lives. The estimated useful lives of
each assel class are as follows:

Furniture and fittings 5 years
Vehicles & years
Office equipment & years
=oftware 5 years
Disposals

Gains and losses on disposals are determined by companng net disposal proceeds with
the carrying amount and are recognised as income or expense in the income statement.

Prepald expenses

Frapaid expansas include short-term and long-term prepayments on the balance sheet.

Prepaid expenses are recorded at historical cost and allocated using the straight line

method over their estimated useful lives.

Payables

Classifications of payables are based on their nature as follows:

* Insurance payables are trade payables arising from insurance transactions.

+ Other frede accounts payables are trade payables arising from purchase of goods
and services other than insurance transactions

* Other payables are non-trade payables and are not relating to purchase of services,

Payables are classified into long-term and short-term payables on the balance sheet
basad on ramaining period from the balance sheet date to the maturity date.

14



SEOUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

Form B 09 — DNPNT

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2

2.10

21

(a)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Provisions

Provisions are recognised when: the Branch has a present legal or constructive obligation
as a result of past events; it is probable that an outflow of resources will be required fo
settle the obligation; and the amount has been reliably estimated. Provision is not
recognisad for future operating losses.

Provisions are measured al the expenditures expected to be required to settle the
obligation. If the time value of money is material, provision will be measured at the present
value using a pre-tax rate that reflects current market assessments of the time value of
monay and the risks specific to the obligation. The increase in the provision due to
passage of time is recognised as interes{ expensas.

Technical reserves

Mon-life insurers ara not allowed to net off reserves of direct and assumed insurance
activibes with reserves of ceded Insurance activities. These reserves have to be
presented separately on the balance sheet, in which unearned premium reserves and
claims reserves for direct and assumed insurance, catastrophe resarves are disclosed as
liabilities; unearmned premium reserve and claims reserve for reinsurance ceded are
disclosed as reinsurance assets

Technical reserves are established in accordance with the provisions and instructions of
Circular S02017/TT-BTC ("Circular 507) issued by the Ministry of Finance on 15 May
2017, the Branch has implemented and submitted the proposal of application/amendment
far the technical reserves mathod to the Insurance Supervisory Authority — the Ministry of
Finance. The Branch's technical reserves method was approved by the Ministry of
Finance in Official Letter No. 14000/BTC-QLBH ("Official Letter 140007 dated 2 October
2014,

Uneamed premium resenes

Uneamed premium reserves ("UPR"} are made for the portion of premium corresponding
with the nisks to which the Branch was exposed at the reporting date and accounted as a
liability in the balance sheet.

The method for establishing the unearned premium reserves is based upon the period of
the insurance and reinsurance contract, UPR is calculated proportionally over the period
of coverage using the daily method by using the following formula:

Retained . Number of remaining insured days
pramium under insurance contract
Uneamed pramium
resan/a

Number of insured days under insurance contract

15



SEQUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE

Form B 09 - DNPNT

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2
21

()

(c)

212

2.13

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Technical reserves (continued)

Claims resenves

Claims reservas include Qutstanding Loss Reserve ("OSLR") and claims incurred but not
reported ("IBNR"), al the balance sheet date, after deduction of estimated recoveries from
outward reinsurance.

= OSLR are set up for each loss based on the estimated total claims payable which has
been notified or submitted but has not been settled at the balance sheet dats,

= |BNR reserves are set up for estimated costs of all claims incurred but not reported at
the balance sheet date. The IBNR reserves are provided at threa (3) percent of net
written premium of the year.

Catastrophe resenes

In accordance with Circular 50 and Official Letter 14000 issued by the Ministry of Finance,
the resaerves are provided annually at the rate of three (3) percent of net written premiums
of the year uniil the reserves reaches one hundred (100} percent of net written premiums
of the year

Compulsory reserves fund

Compulsory reserves fund |s established in order to supplement the Branch's charter
capital and ensure its solvency. In accordance with Decree 73/20168/ND-CP issuad by the
Govemmant of Vietnam en 1 July 2018 ("Decree 73"), the Branch is required to make an
annual appropriation to the compulsory reserves fund at five (5) percent of after-tax profit
until the fund reaches ten (10) percent of the charter capital.

Insurance compulsory deposits

In accordance with Decree 73, the Branch has to maintain statutory deposits equivalent
to 2% of its legal capital. The statutory deposits eam interest as agreed with the bank at
which the deposit account is opened and is withdrawn upon cessation of business
operation. The deposits will be used for meeting commitments with the insured only when
payment ability is inadequate and it must be approved by the Ministry of Finance in
writing.
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2
2.14
(a)

(B

2.15

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [CONTINUED)

Revenue recognition

Premium income

Revenue comprises gross written premiums axcluding Value Added Tax ("VAT")
Insurance premiums are recognised when the Branch incurred insurance obligations for
the insured in accordance with Circular 50, Specifically, direct written premiums are
recognised as revenue at tha point of time when the following conditions are met:

1. The insurance contract has bean entared into by the Branch and the insured and the
premium has been paid in full; or

2. There is evidence for the insurance contract have been entered into by the Branch

and the insured and the premium has been paid in full; or

3. The insurance contract has been entered into by the Branch and the insured: if there
i3 an agreement batween the Branch and the insured on premium payment period, it
must be specified in the insurance contract, in particular:

= For one-time payment of premium: the premium payment pariod may not excead
30 days from the inception date of the insurance period. The Branch will
recagnise premium revenue for the insurance contract although the premium has
not been paid by the insured

- Incase of instalment payment: the premium payment paried of the first payment
term may not excead 30 days from the baginning date of the insurance contract
The Branch may only recognise premium revenue in accordance with the
instalment payment penod. Premium paid in advance of the dua data is recorded
as “"Advance premium® cn the balance sheet as at the end of the financial
statements period.

If the policy holder cannot maka full premium payment as agreed in the insurance
confract, the insurance contract shall be automatically terminated after contractual
premium paymeant data.

Interest incomea

Interest income is recognised on an eamed basis.

Premiums ceded

Premiums caded are recorded in the income statement as a reduction in gross written

premiums to reinsurers. Premiums ceded are amortised into the income statement ovar

the perod of coverage.

Qutward reinsurance does not relieve the Branch of its liabilities to its insured in the event
that any reinsurer is unable to meet its obligations under reinsurance agreements

17
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2,16

217

218

218

2.20

2.21

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Claim and loss adjusting expenses

Claim and loss adjusting expensas are charged to the income statement as incurred
based on the estimated fability for compensation owed to insurance policyholders or third
parties damaged by the insurance policyholders, They include allowance for direct and
indiract claim settlement costs and arising from events that have occurred up to the
balanca shest date.

Claims to be recoverad from relnsurers

Ciaims incurred are recovered from reinsurers according o terms in tha relevant
reinsurance agreamants.

Commission income

Commission income represents fee received and receivable from reinsurers, It is
calculated on the basis of reinsurance premiums and accounted for on an accruals basis.

Mon-life insurers have to record the detsils of commission incoma and axpanses incurrad
in the year for each product category of direct insurance, reinsurance assumed and
caded. At the and of sach accounting penod, they have to determine the part of insurance
commission which is not included in income and expenses of the pariod corresponding
with unearned premium of direct Insurance, reinsurance assumed and ceded, and
allocate them in subsequent pariods.

The actual commission expenses incurred but not included in expenses of the year are
recorded in “Deferred commission axpenses”. The ceded commission income incurred
but not included in income of the year is recorded in "Unearned commission incoma™

Unearned commission income

Commission income is deferred and recognised as a liability in accordance with the
pattern of recognition of reinsurance premiums; Uneamed commission income s
allocated to the income statement over the terms of the related reingurance contracts.
Financial expenses

Financial axpenses are expenses incurrad in the penod for financial activities including
expenses or losses incurred when selling foreign currencies, losses from foreign
exchange differences,

Others insurance axpanses

Other insurance expenses represent expenses related to insurance activities which
mainly include salary expensas of sales staff and agents, management activities,
commission expanses, insurance system expenses, advertising expensas, bond holders'
protection fund and other expenses.

18
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2.22

2.23

2.24

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Ganeral and administration expenses

Genearal and administration expensas represent expenses for administrative purposes
which mainly include salary expenses of administrative staff (salaries, wages,
allowances,. ), social insurance, medical insurance, trade union fees, unemployment
insurance of administrative staff, expanses of office materials, tocls and supplies,
depreciation of fixed asseis used for administration, licence tax, provision for bad debts,
outside services and other expansas,

Currant and deferred income tax

Income taxes include all income taxes which are based on taxable profits. Income tax
BXpEnse compnses cument tax expense and defered tax expense.

Current income tax is the amount of income taxes payable or recoverable in respect of
the current year taxable profits at the current year tax rates. Current and defarred tax
should be recognisad as an income or an expanse and included in the prafit or loss of the
period, except to the extent that the tax arises from a fransaction or avent which is
recognised, in the same or a different periad, directly in equity.

Deferred income tax is provided in full, using the liability methed, on tempeorary differences
arising batwaean the tax bases of assets and habilities and their carrying amounts in the
financial statements. Deferred income tax is not accountad for if it arises from initial
recagnition of an asset or liability in a transaction other than a business combination that
al the time of occurrence affects neither the accounting nor the taxable profit or loss.
Deferred income tax is determined at the tax rates that are expected to apply to the
financial year when the asset is realised or the liability is sattled, based on tax rates that
have bean enacted or substantively enactad by the balance sheet date.

Deferred income tax assets are recognised to the extent that it is probable that fullre
taxable profit will be available against which the temporary differences can be utifised.

Related parties

Enterprisas and individuals that directly, or indirectly through one or mare intermediaries,
control, or are controlled by, or are under common control with, the Branch, including
holding companies, subsidiaries and fellow subsidiaries are related parties of the Branch.
Associates and individuals owning, directly or indirectly, an interast in the voting power of
tha Branch that gives them significant influence over the enterprise, key management
perscnnel, including directors of the Branch and close members of the family of these
individuals and companies associated with these individuals also constitute related
pariies.

In considering the related party relationship, the Branch considers the substance of the
relationship not merely the legal form.
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3.1

o8

3.3

3.4

RISK MANAGEMENT FRAMEWORK
Govemance framework

The primary objective of the Branch's risk and financial management framewark i o
protect the Branch from events that hinder the sustainable achiesvement of financial
performance objectives. The Board of Management recognise the importance of having
afficient and effective risk management systems in place,

The Branch has established a risk management function which agreed with clear terms
of reference from the Board of Management This is supplemented with a clear
organisational structure with documented delegated authornties and responsibiliies from
the Members to other senicr management. A policy framework has been developed and
implemented which sets out the risk profiles for the Branch's risk management, control
and business conduct standards for the Branch's operations. Each policy has Membaers'
charged with overseeing compliance with the policy throughout the Branch.

Risk management objectives, policies and processes for management of insurance
risk

The primary insurance activity carried out by the Branch is the assumption of risk of loss
from persons or organisations that are directly subject to the risk. Such risks may relate
to guarantea insurance. As such the Branch is exposed o the uncertainty surrounding
the timing and severity of claims under the contract. The Branch also has exposure to
market risk through its insurance and investmeant activities.

The Branch manages its insurance risk through underwrting limits, approval procedures
for transactions that involve new products or those excead set limits, risk diversification,
pricing guidelines, reinsurance and monttoring of emerging issuas.

Underwriting strategy

The Branch's undenwriting strategy seeks diversity to ensure a balanced mix of business
portfelic and is basad on a large portfolio of similar risks over a number of years and, as
such, reduces the variability of the outcoma

Reinsurance strategy

The Branch reinsures a portion of the insurance risks it underwrites in arder to control its
exposures 10 losses and protect its capital, through treaty and facultative reinsurance
arrangements. These reinsurance agreements transfer part of the risk and limit the
exposure from each insured. The amount of each risk retained depends on the Branch's
eveluation of tha specific risk, subject in certain cincumstances, to maximum limits based
on characteristics of coverage. Under the terms of the reinsurance agreements, the
reinsurer agrees to reimburse the ceded amount in the avent the claim is paid, Howeaver,
the Branch remains liable to its beneficiary with respect to ceded insurance if any reinsurer
fails to meet the obligations it assumes.

Ceded reinsurance contains credil risk, and 1o minimise such risk, only those reinsurars
maeating the Branch's credit rating standard, either assessed from public rating infermation
or internally investigations, will be used
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2018 2017
YND VYND
Cash on hand 3,170,280 1,929,358
Cash at bank 19,980,004, 509 10,066,0:03,960

Cash equivalents (*)

613,916,324, 622

633,809,499 611

601,440,553 373

611,508 486,689

{*} Cash equivalents included term deposits with an original maturity of 3 months or less,
in USD with an interast rate of 0% (2017: 0%) and in VND with an interest rate of
4.1% per annum (2017: 3.5% per annum).

5 INVESTMENTS
2018 2017
VND VYND
{a) Short-term investments
Investmeants held to maturity - 17,000,000,000
{B) Loeng-term investments
Investments held to maturity (*) 40,000,000,000 .

(*) Long-term investments held to maturity reprasent term deposits at bank in VND with
a remaining maturity over 12 months and interest rates ranging from 5.4% to 5.9%
per annum.

6 OTHER RECEIVABLES

2018 2017
VND VND
{a) Other short-tarm receivables
Interast receivablas 18,063,014 1,575,097 222
= =
(b) Other long-term receivables
Interest recaivables 1,641,236 530 57 BE6 68T

These are accrued interest from term deposits and statutory deposits at the end of the
accounting penod.

21



SEOUL GUARANTEE INSURANCE COMPANY - HANOI BRANCH OFFICE
Form B 09 - DNPNT
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
T INSURANCE COMPULSORY DEPQOSITS

The insurance compulsory deposit is in VND at Shinhan Bank Vietnam Limited eaming
interest rata from 5.4 to 5.6% per annum.

8 FIXED ASSETS

(a) Tangible fixed assets

Furniture and Office
fittings Motor vehicles aquipment Total
VND VND VHND VND
Historical cost
A5 at 1 Janwary 2018 1,548,727 273 1,269.316,364 B3 636, 364 2,881,6680,001
Mew purchiases 82,000,000 - 68 860,000 158,660,000

As at 31 December 2018 1640727273  1,2688,316364 130,206 364 3,040,340,001

Accumulated depreciation
As at 1 Januwary 2018 (955,048 481) (511,252.423) (23,333.331) (1 489,634 235)
Charge for the year (317412122} (211,552.728) (18,542,942) {547 508,792)

As al 31 December 2018  (1,272,460,603)  (722,805.151) (41,877.273)  (2,037,143,027)

MNet book valua
As at 1 January 2018 503 678 702 758,083 941 40,303,033 1,392 045,766
As al 31 December 2018 388, 2666870 546.511,213 88 418,081 1,003,186.974
——
(b) Intangible fixed assets
Software
VND
Historical cost
As at 1 January 2018 183,000,000
As at 31 December 2018 183,000,000
Accumulated amortisation
As at 1 January 2018 (82,350,000)
Charge for the year (36,600,000)
As al 31 December 2018 (118,850,000}
MNet book value
As at 1 January 2018 100,650,000
Asat 31 Decamber 2018 64,050,000
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OTHER LONG-TERM ASSETS
2018 2017
VND VND
Office rental deposit 501,878,400 501,878,400
Housing rental deposits 505,936 800 505,036,800
1,007,815,300 1,006,515,300
TAX AND OTHER PAYABLES TO THE STATE BUDGET
Asat  Payable during Payment As at
3.12.2017 the year during the year .12.2018
VMD VND YMND VND
Value added tax 146 702 660 2,676 508,862 (3534 282 263) 288,929 238
Corporate income tax - TBE6, TS 433 - 766,785 433
Foreign contractors’
withholding tax - 266 TBS - 266,785
Personal income tax 28,8598 788 427 156 368 {421 6BE 173) 34,387,013
175,601 448 4 870,717 478 (3,955950,456)  1,000,368,470
—_— —
OTHER SHORT-TERM PAYABLES
2018 2007
VND YVMD
Claim payables awaiting for resolution (*) 3.481,000,000 -
Other payables 205,809,976 489 008,691
3,686,809.976 480,008 B9

("} Thesa are payments relating to the claim expense incurred by the Branch whare the
claim filings have not been settled as at the date of the financial statements.
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(b)

13

{a)

TECHNICAL RESERVES (CONTINUED)

Catastrophe reserves
2018 2017
VND VND
At 1 January 2.2818738611 1,524,571452
Movement during the year 1,353,254 931 757,302,158
At 31 Decambar 3.6835128542 2.2B1.873811

DEFERRED INCOME TAX
Deferred tax liabilities
Deferred income tax assets and liabilities are offset when there is a legally enforceable

right to offset current tax assets against current tax liabilities and when the deferrad income
taxes relate to the same taxation authority. The offset amounts were as follows:

2018 2017
VND VND
Deferred tax liabilities:
Cefarred tax liabilities to be recovered after mom
than 12 months 8,284 141,798 5795 79T 448

Movements in the deferred income tax, taking into consideration the offsetting of batances
within the same tax jurisdiction, were as follows:

2018 2017
VND VND
Beginning of the year 5,785,797 446 5,846 581,085

Chargadficredited) to the income statement (Nota 22) 2 498,344,350 (50,783 649)

End of year B.,294 141,708 5 795797 448

Details of deferred tax liabilities

2018 2017
VND VND
Taxable temporary differences B,204,141,796 5,795 797 448

The Company uses tax rate of 20% in year 2018 (2017; 20%,) for determining deferred tax
liakilities.
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{a)
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CHARTER CAPITAL
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The Branch's authorised legal capital has bean fully contributed by Seoul Guarantee
Insurance Company, which is incorparated in South Korea.

MOVEMENTS IN OWNER'S EQUITY

Compulsory  Undistributed
Cwmer's capital reserve fund samings Total
VND VND VHD VND
At 1 January 2007 600,000,000,000  1,136,870,341 6,426231,916 0607 585,102 257
Profit for the year - - 11,736,255, 554 11,736,259, 584
Appropdiation to reserve - 588,812,930 (386.812 980) -
At 31 December 2017 600,000,000.000  1,723.663,321 17 577,678,530 @&19,301,361,851
Profit for the vear - - 16,128,130,228 18,135,130,228
Appropriation to reserve - 806,306,511 (B06,308,511) -
Al 31 December 2018 800,000,000,000 2,520 0BG B12 32807502247 835427 492079
—_—
OFF BALANCE SHEET ITEMS
Foreign currencies

2018 2017
United States Dollars ("USD") 26,042 167 48 26,024, 776.86

Operating lease assets

The future minimum lease payments under non-cancellable operating leases are VND
3,418,549,189 and VND 6,423 489 415 &s of 31 December 2018 and 31 Decamber 2017,

respectively (Note 26).
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INSURANCE PREMIUM INCOME

D-ra-ct Written Premium
Advance paymen! bond

- Bid bond

- Maintenance bond

«  Performance bond

- Personal loan bond

Increases in uneamead premium reserves
for direct insurance

CLAIM EXPENSES

Claim expenses
- Advance payment bond
- Maintenance bond
- Peformance bopd
- Personal loan bond
Claim deduction

OTHER INSURANCE EXPENSES

Sales promotion expanses
Contribution to beneficiaries protection fund
Other insurance expensas

Form B 09 - DNPNT

2018 2017

VND VND
45,375,282 600 25,243 405,300
5,035 641 800 4,041 742 300
4,273,500 11,362,500
12,485 898,000 10,657,236,600
13,448, 114,100 B. 454,758 100
14,400,355 100 2,078.305,800
(17,665,507 ,181) (201,565 994)
27709775408 24341839306
2018 2017

VND VND
7,812,229.763 436,244 B16
4,956 830223 .

- 197,000,000

1,589,000,000 <
1,066,299 540 239,244 816
(1,770,387.211) (300,000,000)
5,841,832 552 136,244 816
2018 2017

VND VND
701,780,785 582 434 900
50,488 810 75,067 087

127 679 858 45 979 545
879,947 473 704 481,512
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22

FINANCIAL INCOME

interest incomea from deposits
Realisad foreign exchange gains
Unrealised foreign exchange gains

GENERAL AND ADMINISTRATIVE EXPENSES

Staff costs

Office aquipment expensas
Dapraciation expanses
Reantal fee

Qulside services

Cither expensas

BUSINESS INCOME TAX

Form B 09 - DNPNT

2018 2017
VND VMND

2,778,367 802 1,818,510,834
3,414,465 163,833
12.491,721,750 572,986
15,273,504,024 1,820,247 753
2018 2017

VND VND
4368191330 3854793600
225 205 746 187,091,877
584,108,792 570,625,452
4,058,508 158  4,907,138,520
1,450 485687 1,205,005 492
713,142,570 800,017,114

12,297,712,283

The tax on the Company's profit before tax differs from the thecratical

arise using the applicable tax rate of 20% as follows:

MNet accounting profit before tax

Tax calculated at a rate of 20%

Effect of;

- Expenses not daductibla for tax purposes

- LHilisation of previous unrecognised tax losses
= (thers

Business income tax charge (%)
Charged/{credited) to income statement:

- Business income tax — current
- Deferred tax expensa/(banafit) (Note 13)

11,424 672,062

amount that would

2018 2017

VND VND
19,391,260,011  11,685475,945
3,878,252002  2337,085,189
28,542 371 14,901,000
{B42,664,590) (2,351,998,189)
- (50,783,649)
3,265,129,783 (50,783,648)
766,785,433 -
2,498 344 350 (50,783 649)
3,285,129,783 (50,783 649)

(") The business income tax charge for the year is based on estimated taxable income
and is subject to review and possible adjustments by the tax authordties,
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23 FINANCIAL RISK MANAGEMENT

The Branch activities expose it to credit risk, liguidity risk and marksat risk. The Branch's
overall risk management strategy seeks o minimise the adverse effect of these risks on
the Branch's financial performanca.

(a)  Credit risk

Credit risk is the risk of financial loss to the Branch if a customer or counterparty o a
financial instrumeant fails to meet its contractual obligations. The Branch adopts the policy
of dealing with customars of appropriate credit history to mitigate credit risk,

2018 2017

VND VND
Current accounts at bank and cash equivalents B33 895 329 331 811,508 557 333
Short-term financial investmants - 17,000,000,000
Long-term financial investments 40,000.000,000 -
Insurance compulsory deposits 12,000,000,000 12,000,000,000
Other receivables 1,657,299 544 1,632,963 889

687,553,628,875 B£42,139,521,222

All the bank balances of the Branch are placed with foreign-owned financial institutions
which have high credit ratings.

Management does not forezsee any significant credit risks from thesa deposits and

insurance compulsory deposits and does not expect that these financial institutions may
default and cause losses fo the Branch.
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(b)

FINANCIAL RISK MANAGEMENT (CONTINUED)

Liquidity risk
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Liquidity risk is the risk that the Branch will encounter difficulty in meeting cbligations
associated with financial liablfittes. The table below categorises the Company's non-
derivative financial liabilities into relevant maturity groupings based on the remaining
period from the balance sheet date to the contractual maturity date:

Book value Within 1 year
VND VND

As at 31 December 2018
Payables on insurance policy 266,518,115 266,518,115
Other short-ierm payablas 161,650,916 161,650,916
Claim reserves 5,262.587.219 5,262 587 219
5,690,756,250 5,690,758,250

As at 31 December 2017
Other short-term payables 107,441,221 107 441,221
Claim reserves 1,982 902,159 1,882,802 158
2,000,243 380 2,000 343 380

(c) Market risk
Market risk is the risk that fair value or future cash flows of a financial instrument will
fluctuate according to changes in market prices. The Branch's market risks include
currency risk and interest rata risk.

i Currency risk

The Branch's business is exposed to foreign currency risk arising from various currency
exposures, primarily United States Dollars ("USD").

The Branch's currency exposura to USD is as follows:

2018 2017
VND WD
Current accounts at bank in USD 1,178,587 315 760,354 738

Term deposits at bank in USD 600.816,524,822 588,440 553 373

602,004,912,137 589,200,948, 111
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(c)

()

FINANCIAL RISK MANAGEMENT (CONTINUED)

Market risk (continued)

Foreign currency sensitivity

The fellowing table demonsirates the sensitivity lo a reasonably possible change in the

USD exchange rate, with all other varables held constant, of the Branch's profit/{loss)
before tax (due to changes in the fair value of monetary assets and liabilites).

Change in USD Effact on

rate profit/{loss) before tax

% VND

For the year ended 31 December 2018 + 1 4 B16,759 297
-1 (4,816,750,297)

For the year ended 31 December 2017 +1 4 713,607 585
-1 (4,713,607,585)

Inferas! rate nsk

The Branch's exposure to interest rate risk is minimum as the Branch primarily has fixed
interast holdings in the investment portfolio.

2018 2017
VND VND
Fixed rate instruments
Cash equivalents B633,886,329,331 511,506,557, 333
Short-term financial investmeants - 17,000,000,000
Statutory deposits 12,000,000,000 12,000,000,000
Long-term financial investments 40,000,000,000 -
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INSURAMNCE RISKS
Statutory capital management

The primary capital managemant objective of the Branch is to maintain a strong capital
base to support the development of its business and lo comply with regulatory capital
requirements at all times. The Branch recognises the impact on the retums of the lavel of
equity capital employed and seeks to maintain a prudent balance.

Raegulatory capital requirements arise from the operation of the Branch reguire tha Branch
to hold assets sufficient to cover liabilities and satisfy the solvency margin requirements
in Vietnam. The principal solvency requirements that apply to the Branch are those set
out in Circular 50,

The solvency ratic of the Branch is calculated based on the relevant regulations

promulgated by the Ministry of Finance in Vietnam, which is an indicator of the ovarall
solvency position of the relevant insurance operations.

Limit: WMDY million

The Branch Minimum Solvency margin

solvency margin  solvency margin percentage

As at 31 December 2018 632,791 11,277 5,611.30%
As at 31 December 2017 616,443 8,311 8, 768.00%
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25 RELATED PARTY DISCLOSURES

2018 207
VND VND

Compensation of key management .
Gross salaries and other benafits 1,385 082,000 1,310,496 000

26  COMMITMENTS UNDER OPERATING LEASES

The future minimum lease paymenis under non-cancellable operating leases were as

follows:
2018 2017
VIND VYND

Within one year 3418549188 4,105,871,345
Between one and two years - 2.317.6528,070

Total minimum payments 3418549189 6423499415

The financial statements were approved by the Board of Management on 21 March 2019.
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Ha Thi Minh Thi
Preparer/ Chief Accountant




