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Abstract

The aim of this study is to update significant differences between Vietnam’s accounting standards (VAS) and
International financial report standards (IFRS). Case study “XYZ Commercial Joint-Stock Bank”, conversion of
financial statements from VAS into IFRS. Analyzed the case study and status of conversion financial statements
from VAS into IFRS of Vietnam listed Joint Stock Companies (JSCs) , author found and discussed impediments
& challenges to convert IFRS financial statements in Vietnam and suggest to enhance roles of Vietnam
Government and listed JSCs on the Vietnam stock market in an effort to convert and adopt IFRS financial
statements as well as suggest to establish an IFRS conversion project to have an overview of conversion
processes financial statements from VAS into IFRS for Vietam listed JSCs

Keywords: Conversion financial statement, International financial reporting standard, Vietnamese account
standard

L. Introduction

In recent years, some Vietnam listed joint-stock companies have converted of their financial statements from
Vietnamese Accounting Standards into International Financial Reporting Standards for requirement by their
parent companies or demanding of its strategic investors or these companies wants to list their stocks/ bonds on
the International Stock Exchange. Surely, one of first conditions for listing stock/ bond on the International
Stock Exchange is must to prepare financial statements in accordance with International Financial Reporting
Standards (IFRS)

Author discussed, interviewed and worked directly with Directors, Chief financial officers, Chief
accountants of some Viet Nam listed JCSs (Companies are converting their VAS financial statements into IFRS
financial statements) and Directors / Senior manager auditors of big-four international audit firms (who are
directly manage or preparing conversion IFRS financial statements for their clients). It’s found that there are two
methods (manual and automatically generated IFRS financial statements from accounting systems) of conversion
IFRS financial statements with some impediments and challenges. The significant differences between VAS and
IFRS is one of most impediments and challenges for Vietnam listed JSCs in conversion their IFRS financial
statements.

With the above analysis, author want to update significant differences between Vietnam’s accounting
standards (VAS) and International financial report standards (IFRS). Analyzed details of conversion financial
statements from VAS into IFRS of XYZ Commercial Joint Stock Corporation Bank to find out conversion
details of automatically method as well as impediments and challenges in conversion financial statements
accordance IFRS of Vietnam listed JSCs then suggest an overview of conversion processes in financial
statements from VAS into IFRS, this will help easier for Vietnam listed JSCs in conversion their IFRS financial
statements.

Section II Provides a background of VAS development and update significant differences between
Vietnam’s accounting standards (VAS) and International financial report standards (IFRS). Section III Literature
review . Section IV Methodology. Section V Case study: conversion IFRS financial statements of XYZ
Commercial Joint-Stock Bank. Section VI Result and Discussion on status of IFRS conversion with
impediments and challenges of Vietnam listed JSCS in conversion of financial statements from VAS into IFRS.
Section VII Suggest to enhance roles of Vietnam Government and listed JSCs on the Vietnam stock market in an
effort to convert and adopt IFRS financial statements; establish an IFRS conversion project

II. Background
A. Vietnamese Accounting System (VAS) development
In the 1990s, Vietnamese Accounting System (VAS) for enterprises was issued by the Ministry of
Finance (“MOF”). During the period from 2001 to 2005, 26 Vietnamese Accounting Standards (VAS) were
issued .These VASs were developed based on the old International Accounting Standards and International
Financial Reporting Standards which existed at the time. However not all IAS/IFRS were adopted in Viet Nam,
it’s not significant change has been made to these VASs since their issuance
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The MOF of Vietnam also issues circulars that interpret the requirements of the Vietnamese Accounting
System for enterprises and the VAS: the guidance includes detailed bookkeeping and journal entries for various
type of transactions related to the respective subject. Circular No. 200/2014/TT-BTC is the latest circular
stipulating the amended Vietnamese Accounting System for enterprises, which introduces a number of changes
to bring VASs closer to IFRSs in a few areas

B. Significant differences between Vietnamese Accounting System (VAS) and International

Financial reporting standard (IFRS)

Although Circular No. 200&202/2014/TT-BTC are the latest circulars, bring VASs closer to IFRSs in a
few areas but still there are significant differences between VAS and IAS/IFRS arise because of: VASs have not
been updated since their first issuance, while IFRSs have been continuously developing and certain guidance,
circulars and/or interpretation issued of MOF are not based on the substance of transactions

IFRS VAS/ Circular 200,202/2014/TT-BTC

Fair value No VAS equivalent to IFRS 13 — Fair value measurement

IFRS 13 Vietnamese GAAP are substantially still based on historical cost
concept

Certain VAS, although seems to be similar with IAS/IFRS,
prohibits fair value measurement

-VAS 3: Tangible fixed assets — no revaluation model

-VAS 5: Investment property — only cost model is available. Fair
value of the property is only for disclosure but if entity cannot
determine the fair value, it must disclose the reason why fair value
cannot be determined

There is little guidance, entity must determine fair value:

In a business combination for assets acquired and liabilities
assumed

In an exchange of non-monetary assets

In a share exchange transaction: shares received are measured at
fair value at date of exchange

In a purchase of fixed assets or inventories together with supplies
or spare parts for future replacement, fair values of spare parts are
determined and recognized separately

An entity shall determine separately the fair value of goods and
services to be provided to the buyer for free or at discounted
amount when the buyer meets the conditions of the customer

loyalty program
Financial instruments VAS does not have equivalent standards for IAS 39 Financial
IAS39 Instruments: Recognition and Measurement:

Derivative instruments:

-Generally off-balance-sheet items

-If recorded in the balance sheet, it only represents premium paid
which is amortized over the term of the instrument

Hedge accounting cannot be applied

No requirements to remeasure any financial instrument at fair value
at reporting date

Presentation and disclosure of financial instruments

The Ministry of Finance has issued circular No. 210/2009/TT-BTC
(Circular 210) which has contents similar to IAS 32 - Financial
Instruments: Presentation and IFRS 7 - Financial Instruments:
Disclosures.

Circular 210 became effective from financial year 2011

As regulated by Circular 200/2014/TT-BTC, Circular 210 is not
mandatory for FY2015 onward until a Vietnamese Accounting
Standard on financial instruments would be issued

Intangible assets VAS still allows deferral of certain expenditures (as similar to
IFRS prohibit deferral of those expenses intangible assets)

Land use rights fall within the scope of Land use rights which meet certain conditions are recognized as an
IAS 17 — Leases and are classified as intangible asset; Otherwise they are recognized as a long term
finance or operating lease. prepaid expenses.

Impairment of assets
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IAS36

No VAS equivalent to IAS 36, Impairment of Assets

Certain VAS discusses the concept of “recoverable amount” which
is the key principle in the application of accounting for impairment
of assets

Under Cir 200, investment property held for price appreciation
shall not be depreciated but subject to assessment of whether it is
impaired. Impairment loss (if any) is recognized to P&L and
deducted to cost of asset. However, no detailed guidance on
impairment testing provided

Goodwill from business combinations
IFRS3:Business Combinations:
Goodwill should not be amortized but
should be tested for impairment at least
annually or more frequent if there is an
indication of impairment

VASI11: Business Combinations

Goodwill shall be amortized over a period not exceeding ten years
from initial recognition. Beside, under Circular No. 202/2014/TT-
BTC which is effective from 2015, goodwill is also subject to
impairment assessment periodically. However, there is not
detailed guidance on how to perform impairment testing

Provisions

IAS16: IFRS allow capitalization of
restoration costs if they meet the
conditions of TAS16

VAS has a guidance to expense off site restoration cost when
providing provision for such cost (not capitalized in cost of related
fixed asset).

Consolidation
¢+ Definition of control
IFRS 10: An investor controls an
investee when it is exposed, or has
rights, to variable returns from its
involvement with the investee and has
the ability to affect those returns
through its power over the investee
¢ Loss of control
IFRS 10 requires to revalue any non-
controlling interests retained at fair
value

Joint Venture

IFRS 11 defines two types of joint

arrangements: joint operation and joint

venture.

IFRS 11 defines collective control and
distinguishes collective control with joint
control

VAS 25: Control is the power to govern the financial and operating
policies of an enterprise so as to obtain benefits from its activities.

VAS (Cir 202) requires to remeasure the retained interests with
significant influence after loss of control at cost or carrying amount
using equity method (as if using cost or equity accounting for such
retained interest since the initial investment date)

VAS 08 defines three types of jointly controlled activities: jointly
controlled operation, jointly controlled asset and joint venture.

No equivalent definition in VAS 08

IFRS

VAS/ Circular 200,202/2014/TT-BTC

IFRS issued
Employee Benefits
Share-based Payments
Government grants
Agriculture

Non-current assets held for sale and Discontinued

Operations

Accounting and reporting by retirement benefit plans
Financial reporting in hyperinflationary economies
Exploration for and evaluation of mineral resources
Disclosure of Interest in other entities (IFRS 12), joint

arrangements (IFRS 11)

VAS: Yet issued

Source: Author compiled

II1. Literature review

Vietnam is a member of the WTO, influx of foreign investors into Vietnam is inevitable. Stock market of
Vietnam attract more and more foreign investors. In order to attract capital from foreign investors, many
Vietnam listed joint- stock companies register to list their stocks/bonds on the International Stock Exchange.
Furthermore, many large foreign corporations expand their business in Vietnam. One of conditions for listing
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stocks on the International Stock Exchange or consolidated financial statement with parent companies abroad is
that financial statements must be prepared in accordance with International Financial Reporting Standards
(IFRS). Besides that, some listed JCSs in Vietnam are converting into IFRS financial statements to improve
accuracy and transparency, thus contributing to improving the management effectiveness of the company's
business operations

In Vietnam, almost studies focused on influences of differences between VAS and IFRS (Nguyen Thi
Lien Huong, 2010) or level of harmonization between VAS and IFRS (Pham Hoai Huong, 2010) or Oriented
development of Vietnamese financial statements to meet the trend of international accounting convergence (Tran
Quoc Thinh, 2013). There are not many studies focused on conversion of financial statements from VAS into
IFRS, Author found one study regarding IFRS conversion of Dinh Minh Tuan’s study (2013), discussed the first
time conversion financial statement from VAS to IFRS of Tan Tao Industry group, the author discussed details
of conversion financial statements according IFRS by manual conversion method , this method is prepared at
yearend of each financial year after having final VAS audited reports , IFRS conversion of this method is
supported by senior management auditor of big-four international audit firms

In this study, author discussed, interviewed and worked directly with Directors, Chief financial officers,
Chief accountants of some Viet Nam listed JCSs (companies are converting their VAS financial statements into
IFRS financial statements) and Directors / Senior manager auditors of big-four international audit firms (who are
directly manage or preparing conversion IFRS financial statements for their clients). Also, Author is preparing
conversion of IFRS consolidated financial statements for Author’s company (current job). Results of these
showed that currently, there are two main conversion methods of financial statements from VAS into IFRS :
1/Automatically generated IFRS financial statements from accounting system and 2/ Manual conversion method

List of Viet Nam listed JSCs have converted financial statements form VAS into IFRS are as follows:
Table 1: Vietnam listed joint-stock companies —converting of financial statement from VAS into IFRS

Company name Year of conversion

Vietnam International Leasing Company Limited 2000
Ngan hang ngoai thuong Viét Nam (Vietcombank) 2008
Ngan hang TMCP Pong A Dong A bank (Dong A bank) 2008
Tép doan Bao Viét Group (BaoViet Group) 2009
Tép doan Vincom (Vincom Group) 2009
Ngan Hang dau tu va phat trién Viét Nam (BIDV Bank) 2009
Cong ty ¢o phan chiing khodn TPHCM HSC (Hochiminh Security Corporation ) 2010
Cong ty c6 phan dau tu va cong nghiép Tan Tao (TanTao Industry Group) 2011
Sacombank Leasing Company 2012
Ngan hang TMCP Xuat Nhap Khau (Exim bank) 2012
Ngan hang Nam A (Nam A bank) 2012
Ngan hang TMCP Sai Gon Thuong Tin (Sacombank) 2013
Ngéan hang TMCP Saigon Hanoi (SH Bank) 2014
Cong ty CP tai chinh ngan hang Viét Nam thinh vugng (VPbank Finance Company) 2014
Vietnam Oman Investment Company 2016
Cong ty co phan dién Gia Lai (Gia Lai Electric joint stock company) 2016

Source: Author compiled

Iv. Methodology
Author used case study methodology (Case study “XYZ Commercial Joint-Stock Bank” for this study
A. Conversion of financial statement from VAS into IFRS
Conversion of financial statements to International Financial Reporting Standards (IFRS) is the
conversion of financial statements from Vietnam’s accounting standard (VAS) to International Financial
Reporting Standards (IFRS). Conversion financial statements into IFRS is common in many countries around the
world. Differences between current accounting standards and IFRS depend on the country of operation, the area
of operation and the accounting policies that enterprise chooses. The quality and flexibility of the enterprise's
current financial reporting structure, scale and impact of national accounting standards changes in business
operations is one of the factors that influence the process. Conversion financial statement from Vietnamese
Accounting Standards to International Financial Reporting Standards does not only affect the accounting policies
and financial position of an enterprise which may have unintended impacts on the business operations of an
enterprise. There are many risks to operation of business (E & Y, Global IFRS conversion methodology, 2009).
B. Processes of case study: 8 steps
Step 1: Set-up a schedule to work with XYZ bank’s Directors and Chief accountant
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Step 2: Build discussion questions with the XYZ bank’s Directors and Chief accountant on IFRS
conversion reasons, impediments and challenges

Step 3: Study design to ensure that objective is to study conversion of financial statements from VAS
into IFRS in the form of automated conversion

Step 4: Data collection of this study is IFRS conversion project of XYZ bank (from preparing of
conversion project to implement and manage posted implement stage of project)

Step 5: Data analysis through analyzed whole project; analyzed differences of VAS and IFRS; assessed
impacts of conversion and build project planning; IFRS conversion methods; build IT systems

Step 6: Discussed with XYZ bank ‘s chief accountant on the specific conversion processes (i.e: how to
set up a new accounting policy ; how to build chart of accounts in the systems; how to build IT systems to run in
parallel with the current financial statements system according to VAS...)

Step 7: Discussed with XYZ’s chief account, general accountant and accountants of bank branches how
to enter daily data, how to prepare VAS and IFRS financial statements at each month end , quarterly , year end

Step 8: Shared ,discussed study’s result on conversion IFRS financial statements with the Directors and
chief account of XYZ bank

V. Case study “XYZ Commercial Joint-Stock Bank”
#+ Reason to select conversion IFRS financial statements of XYZ Commercial Joint-Stock bank

Author selected conversion details IFRS financial statements of XYZ Commercial Joint- Stock bank
with three main reasons:

Firstly, as discussed above, the significant differences between VAS and IFRS are regarded recognition
and measurement of fair values. Because business characteristics of banking sector has a significant impact on
the recognition, measurement and presentation (bond, loans records ...), conversion of financial statements from
VAS into IFRS will significant differences for its business result

Secondly, successfully conversion of financial statement according IFRS has helped XYZ bank attract
more foreign investors and foreign loans also increased

Thirdly, conversion of financial statements from VAS into IFRS of XYZ Commercial Joint- Stock bank
by Automatic generated IFRS financial statement from system. Introducing this conversion method will help
reader/ Vietnam listed JSCs have a whole picture of conversion processes into IFRS financial statements

IFRS financial statements of XYZ Commercial Joint-Stock bank is not publicly disclosed for internal
management used only, by requested of XYZ’s board directors so this study did not specify name of XYZ
Commercial Joint- Stock bank

+ Background of XYZ Commercial Joint-Stock bank

XYZ Commercial Joint- Stock Bank is one of the largest banks in Vietnam. The Head Office based in
Ho Chi Minh City with 207 branches and transactions nationwide and established agency relationships with
banks around the world. The bank converts and prepares IFRS financial statements for providing their foreign
counterparties with loan agreements. XYZ bank established a conversion project for its financial statements
accordance IFRS, IFRS financial statements were set up in its accounting system and run in parallel with its
VAS financial statements.

#+ Conversion IFRS financial statements of XYZ Commercial Joint- Stock bank

In this study, author did not mention detail of 8 steps (processes of case study)

IFRS conversion processes of XYZ Commercial Joint- Stock bank with two main parts:

Part I: processes overview of conversion financial statements from VAS into IFRS and

Part II: implementation details of processes (Part I)
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Part I. Processes overview of conversion financial statement from VAS into IFRS : 4 stages

Stages

Job details

1.Established IFRS conversion project

Establish a Steering Committee to carry out IFRS conversion
project, included Project Director, Project manager to manage
activities related to project scope and Implementation teams
(Technical, conversion team.) to carry out activities related to
project

Define principles for implementation coordination, how to
exchange information, transfer documents

Set-up change management process

Start the project

Approved for implement whole project

2.Analyze differences VAS and IFRS,
assess impacts and project planning

Identify accounting differences between VAS Financial
statements and related requirements and guidelines issued by
State bank and IFRS; and reporting differences analysis.
Analyze impact of IFRS conversion

Details of conversion planning for the project.

3.Build IFRS conversion method

Established new accounting polices under IFRS

Build chart of accounts under IFRS

Build new financial reporting formats and notes to financial
statements under IFRS and update new financial reporting
systems for Bank's branches.

4. Build IT systems, implementing IFRS
conversion

Build data requests in transactional systems (core banking,
cards, internet banking, FTP, ...) to meet IFRS recording’s
needs and general ledger reporting’s requirements

Build accounting rules according IFRS and valuation method
for fair value, amortized cost and other adjustment under IFRS
Build forms for recording accounting entries;

Review, reconcile figures, posted adjustment entries for
closing books

Build account mapping for financial reporting under IFRS in
the system.

Part II: Implementation details of conversion financial statements from VAS to IFRS
Stage 1: Established IFRS conversion project

| Steering committee |

v
| Proiect Director |
v
| Project Manager I
|
¢ v ¥
Teckiisal teasn | Conversion team | Managament team for project
chansas
Combined works of bank and IFRS advisors
o I
v N . v
Loan to customers IFRS 7, note Financial Others
Deposit at other to financial investments, Deposit
credit institutions instruments of customers and
other credit
nstitutions

Source: Accounting Department of XYZ Bank

Stage 2: Analyze differences between IFRS and VAS, assess impacts of IFRS conversion and project
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planning

v' Analyze differences between IFRS and VAS, assess impacts of IFRS conversion

Risk of conversion-High

2.1 Credit Provision for N » Total outstanding loan
credit losses accounts —large
proportion of total assets
»  Provision for credit
losses- large proportion
of profit after tax.
2.2 Credit Record interest Interest income from lends to
from lending customers is a major source
of revenue and has a
significant impact on after-tax
profit
3.1 | Capitals and | Fair value of N Portfolio of investment
investments | investment securities VND14.099 bil
securities 15% total assets
3.3 | Capitals and | Review decreases The balance of AFS and

investments | value of available HTM were VND13.608 bil ,
for sale securities 15% of total assets
(AFS) and hold
to maturity
date(HTM)

Risk of conversion-Average

2.3 Credit Accrued interest Interest incomes from
incomes on customers , 405% after tax
devalue lends profit

4.1 | Other fields | Notes of risk Impacts on notes only
management

4.2 | Other fields | Notes of fair Impacts on notes only
value

4.3 | Other fields | Noted of Impacts on notes only
segmental

4.7 Other fields | Bonus shares for Impact on the financial
employees statements has not been

determined, expected not to
be small.

Risk of conversion-Low

of severance
allowances

4.5 Other fields | Accounting for Total employee lend balance
concessional accounts for less than 1% of
lends to the total credit portfolio.
employees

4.6 Other fields | Bonus and Balance of bonus and welfare
welfare funds fund 0.03% and 0.002% total

of equity

4.8 Other fields | Define provision Balance of severance

allowance funds : 0,004% of
total liabilities

Source: Accounting Department of XYZ Bank
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v' Road map to implement IFRS conversion project

YEAR 2011 YEAR 2012 YEAR 2013 YEAR 2014 YEAR?2015 YEAR2016

Financial position statement of beginning

of the first year conversion Apply IFRS as the primary accounting

principle for presentation of financial
statements

A 4

Financial position statement of the second conversion year,
Profit or loss and other comprehensive income ,statement
of changes in equity, cash flows statement for the first
conversion year

Financial statements under IFRS of conversion year

Source: Accounting Department of XYZ Bank (Board directors of XYZ Commercial Joint-Stock bank decided
2014 was the year of conversion financial statements under IFRS)

According to International Financial Reporting Standards 1 (IFRS1). For the first time applying IFRS,
XYZ Bank restated its IFRS financial statements as at beginning of the first year conversion, this is IFRS’s
policies. Accordingly, IFRS first-time financial statements of bank were presented a minimum of three years of
financial position statements, two-year figures of comprehensive income statement, two-year figures of Changes
in owner equity statement and two-year figures of cash flow statement (including comparative figures). IFRS 1
also required XYZ Bank to present equity and other comprehensive income statements according to current VAS
with IFRS’s figures at the beginning of conversion date and at the end of its latest financial statements

Stage 3: Build IFRS conversion method

v Established new accounting policies under IFRS

In this study, author mentioned two accounting policies of XYZ bank that significant affects XYZ
bank’s accounting treatments and business results: a/ effective interest rate of financial assets/ liability
measuring accordance amortized cost and b/ accounting for bonus and welfare funds

a. Effective interest rate of financial assets/ liability measuring accordance amortized cost

Income and expenses of assets / liabilities measured at amortized cost have been recognized in income
statement using effective interest method. Effective interest rate is the interest rate used to discount the future
cash flows collected and paid out during life of financial asset / liability (or in some cases a short period of time)
about the present value of that financial asset / liability. To determine effective interest rate, XYZ Bank estimates
future cash flows based on its contractual terms of the financial instrument but excludes future losses. When
using effective interest rate method, XYZ Bank normally allocates fees collected or paid, transaction costs,
discounts, surcharges included when calculating effective interest rate over a period of time (time effect of
financial instruments).

If a financial asset / liability with floating interest rate is initially recognized for receivables and
liabilities at maturity, future estimate of interest will not materially affect to book value of that instrument. If the
Bank recalculate its recoverable and recoverable amounts, the Bank should make adjustments to the carrying
amount of the financial assets / liabilities to reflect the re-estimated cash flows. The Bank calculates its carrying
amounts by measuring the present value of expected future cash flows using either initial effective interest rate
or redefined effective interest rates. The adjustment of these are recorded in the income statement.

> Income and expense of interests are recognized in the income statement included:
- Gains from measured by amortized cost and calculated on the basis of the effective interest rate from
financial assets and liabilities; and
- Interest on available-for-sale investment securities is calculated on the basis of the effective interest rate.
> Accounting entries of accrued interest are as follows:
Debit: Carrying amount of financial assets measured by amortization cost (financial position statement)
Credit: Interest income and similar income (income statement)
b. Accounting for bonus and welfare funds
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According to practice of XYZ Bank as well as other companies in Vietnam, bonus and welfare fund is
deducted from after-tax profits as decided by shareholders in Annual General Meeting of Shareholders. Bonus
and welfare funds is used to pay for employee’s benefits, these benefits are under Bank's Employee Benefits
Regulations

According IFRS, amount paid from the bonus and welfare funds are treated as employee expenses and
recognized in income statement

Option 1: Non-record appropriation for bonus and welfare
fund

Option 2: record appropriation for bonus and
welfare fund

When bonus and welfare fund are approved

No accounting entry Debit : Retain earnings (Financial position
statement)
Credit: Bonus and welfare fund (Statement in

change equity )

V' Measurement:
XYZ Bank has two options for recording employees expenses related to the bonus and welfare fund

Option 1: Non-record appropriation for bonus and Option 2: record appropriation for bonus and
welfare fund welfare fund

When costs arise during the year (costs may be incurred before or after the welfare fund is
established)

Debit: employee expenses (income statement)
Credit Liability (Financial position
statement)

Debit: employee expenses (income
statement)

Credit Liability (Financail position
statement)

Also recording:

Debit: Bonus and welfare fund (Change of
equity statement

Credit: Retain earnings (Financial position
statement)

When payment

Debit: Liability (Financial position statement)
Credit: Cash and cash equivalents (Financial
position statement)

Debit: Liability (Financial position
statement)
Credit: Cash and cash equivalents

(Financial position statement)

v" Build chart of account under IFRS
Based on available VAS account system, add specific accounts under IFRS. Also, build IFRS reporting
codes for each account. This mapping code is the basis for system to automatically map accounts to prepare
financial statements automatically. Build mapping code for both VAS and IFRS at the same time can help
system automatically generate reports according to VAS and IFRS.

Code Code

Account . .

number MaPPINg  mapping Account name
VAS IFRS

Account number of financial position statement

1011 BSO1 BS02 Cash on hand Tién mit tai don vi

1113 BS02  BS02 Cash at bank in VND Tién giri thanh toan tai NHNN bang VND
1311 BS03 BS03 Bank deposit -VNDTién giri KKH tai cic TCTD trong nudc VND
1312 BS03 BS03 Bank deposit VND-Tién giri CKH tai cac TCTD trong nuéc VND
1321 BS03 BS03 Bank deposit —USD Tién giri KKH tai cac TCTDtrong nudc

1630 BS12  BSO05 Debt Securities-CKNg do céc t6 chire kinh té TNdén dao han
1690 BS13 BS05 Provision - stock losses Du phong gidm gia chung khoan

1691 BS05 Revaluation gains-stocks Chénh 1éch tang gia chung khoan

1699 BS13 BS05 Provision —Stocks hold for sale losses Dp giamCK

2131 BS09 BS04 Debt eligibles- No du tiéu chuén

2132 BS09 BS04 Debt notes-Ng can chi ¥

2133 BS09 BS04 Debt Substandard-Ng duéi tiéu chuan

2191 BS10 BS04 Provision Details-DU PHONG CU THE

2192 BS10 BS04 Provision General DU PHONG CHUNG

2592 BS10 BS04 Provision Genaral- Du phong chung

3012 BS19 BS06 Assets- Tai san ¢ dinh hiru hinh-Nha ctra, vat kién tric
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Assets -Tai san c¢b dinh hitu hinh-May moc, thiét bi

Assets-Tai san ¢6 dinh hitu hinh-TPVT, thiét b truyén dan
Intangible assets-Tai san ¢d dinh v6 hinh-Phan mém mayVT
Depreciation assets-Hao mon TSCDHH-Nha ctra, vat kién trc
Depreciation intangible assets-Hao mon TSCBDVH

Tool, equipments-Cong cy, dung cu

Purchase assets-Mua sam TSCD

Cost of construction-Chi phi cong trinh

Deposit, mortgage, pledge-Ky quy, thé chip, cdm cb

VAT in-Thué VAT dau vio

Receivables -Cac khoan phai thu v& HTLS da thuc hién NH -
Receivables Cac khoan khac phai thu

Other receivables -Phai thu khéc - Phai thu KH bén ngoai
Advance for staffs Tam tng choCBNVhoat dong VND

Other receivables- Cac khoan phai thu khac bang VND

Loans to UTDT, cho vay bang VND

Interest receivable -Lai phai thu tir tién giri CKH TCTDVND
Interest receivable from loan-Lai phai thu tir cho vay bing VND
Deferred income tax- Thué thu nhép hoan lai

Bank deposit of customers Tién giri CKH cua cac TCTDVND
Bank deposit of customer Tién giri CKH ctia KH TCKT VND
Certificate of deposit-Phat hanh chung chi tien gui

VAT out-Thué gia trj gia ting phai nop Nha nudc — VND
Corporation income tax- Thué thu nhap doanh nghi¢p
Personal income tax-Thué thu nhap c4 nhan phai nop

Other liabilities -Cac khoan phai ndp khac

Other liabilities Cac khoan chd TT khéac bang VND

Liabilities to employees - Phai tra cho cb,nvién TCTD VND
Accrued interest paid-DU CHI LAI CHUNG CHI TIEN GUI
Other liabilities -Phi phai tra bang VND

Money insurance-TAI KHOAN TREO BAO HIEM KHOAN VAY
Charter capital -Vén diéu 18

Reserve funds to supplement charter capital

Develop funds-Quy dau tu phat trién

Financial reserve funds-Qu¥y du phong tai chinh

Difference re-valuation Chénh 1éch danh gia lai

Undistributed profit of last years Loi nhuan chwa phan phdi nt
Undistributed profit of current years Lgi nhuan ndm nay chua pp

Interest incomes-Thu 14i tién giri KKH tai cac TCTD trong nudc
Interest from loan to customer -Thu 1ai cho vay TCTD — NH
Income of guarantee services- Thu tir nghiép vu bao lanh

Other income from credit activities-Thu khac tir hoat dong TD
Other income form advisoryThu khéc tir nghiép vu tu van-TCKT
Income commission from insurance THU PHI HOA HONG BH
Income on foreign exchange trading-Thu vé kinh doanh ngoai t&
Other incomes- Thu nhdp khac-TCKT

Interest expenses-Chi phi tra 14i tién gui CKH cho cac TCTD
Interest expenses CHI PHI TRA LAI PHAT HANH GTCG
Expenses from credit activities -Chi phi 1ai khac vé tin dung
Service expenses Chi dich vu TT chuyén tién trong nuéc TCTD
Other expenses Chi vé nghiép vu uy thac

Commission expenses CHI PHI HOA HONG

Other expenses Chi dich vu khac

Expense on oreign exchange tradingChi khac vé kinh doanh NT
Tax expenses-Chi ndp thué mon bai

Fee and others Chi ndp cac khoan phi, I¢ phi

Deferred tax expenses-Chi phi thué TN hoan lai

3013 BS19 BS06
3014 BS19 BS06
3024 BS23 BS07
3051 BS20 BS06
3052 BS24 BS07
3110 BS30 BS09
3210 BS27 BS09
3221 BS27 BS09
3510 BS27 BS09
3532 BS27 BS09
3539 BS27 BS09
3590 BS27 BS09
3592 BS27 BS09
3612 BS27 BS09
3619 BS27 BS09
3823 BS30 BS09
3911 BS28 BS09
3941 BS28 BS09
3910 BS29 BS08
4112 BS33 BS10
4212 BS35 BSI11
4310 BS38 BSI12
4531 BS41 BS14
4534 BS41 BS14
4538 BS41 BS14
4539 BS41 BS14
4599 BS41 BS14
4620 BS41 BS14
4921 BS39 BS14
4970 BS39 BS14
5199 BS30 BS14
6010 BS43 BSI15
6110 BS49 BS16
6121 BS49 BS16
6130 BS49 BS16
6311 BS17
6920 BS52 BS17
6910 BS52 BS17
Account number of income statement
7010 PLO1 PLO1
7020 PLO1 PLO1
7040 PLO1 PLO1
7090 PLO1 PLO1
7150 PLO3 PLO3
7160 PLO3 PLO3
7210 PLO5 PLO5
7900 PLO8 PL06
8010 PL02 PL02
8030 PL02 PL02
8090 PL02 PL02
8110 PLO4 PLO4
8140 PLO4 PLO4
8160 PLO4 PLO4
8190 PLO4 PLO4
8210 PLO5 PLOS
8310 PL13 PLI11
8320 PL13 PL11
8332 PL16 PL13
8331 PLI15 PL12

Corporation income tax-Chi phi thué TNDN hién hanh
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8430 PLO09 PLO6 Debt trading-CHI VE NGHIEP VU MUA BAN NO

8511 PL11 PLO8 Staff expense-Chi luong

8549 PL11 PLO8 Other allowances -Chi trg cap khac

8612 PL13 PLI1 Printing expenses-Chi gidy t& in-Chi phi vé cac biéu mau ctir

8614 PL13 PLI1 Gas expenses Chi xing diu

8619 PL13 PL11 Other tool, supplies -Chi vat liéu khac

8620 PLI13 PLI11 Business trip expense-Chi cong tac phi trong nudc

8630 PL13 PLI1 Trainning expenses-Chi dao tao nhan vién

8650 PL13 PL11 Tel, internet- Chi cudc phi dién thoai

8660 PL13 PL11 Advertising Chi quang céo, tiép thi

8670 PL13 PL11 Newspapers, documents -Chi mua sach bao, tai li€u

8691 PL13 PL11 Electric expenses-Chi tién dién

8693 PL13 PL11 Conference expenses-Chi hoi nghi

8694 PL13 PL11 Other expenses-Chi 18 tan, khanh tiét

8695 PL13 PL11 Auditing ,inspection -Chi phi cho viéc kiém todn, thanh tra, kt

8699 PL13 PL11 Consultant fees-CHI THU LAO CHO TU VAN VIEN

8710 PL12 PL10 Depreciation assets -Chi khiu hao TSCD hitu hinh

8720 PL13 PLI1 Maintain fees Chi bao dudng tai san

8740 PL13 PLI1 Tools Chi mua sim cong cu lao dong

8750 PL13 PLI1 Insurance for cars-Chi bao hiém phwong tién van chuyén

8760 PLI13 PLI1 Rental assets -Chi thué tai san

8827 PL14.2  PLO7 Provision-Chi dy phong d6i véi cac cam két dua ra

8823 PLO7 PLO7 Provision loss on stocks-Chi du phong giam gia chung khoan

8822 PL142  PL07 Provision general-CHI PHI DU PHONG CHUNG

8990 PL0O9 PLO6 Other expenses -Chi phi khac-Chi thanh 1y TS

8990 PL14 Income-expenses of other comprehensive Thu nhap — chi phi toan dién

Source: Accounting Department of XYZ Bank
v Build new financial reporting formats and notes under IFRS and update new financial reporting systems
for Bank's branches : Income statement ; Financial position statement ; Statement of change in equity ;
Cash flows statement (Appendix 1)
Stage 4: Build IT systems, implemented IFRS financial statement conversion
Based on the analysis of VAS - IFRS differences and the accounting policies developed in the previous
sections, XYZ Bank developed specific modules to calculate IFRS compliance adjustments. After calculating
adjusted data of each part, XYZ bank prepared accounting entries in the system; Converge data review and
adjustment entries before closing. The bank also build accounts mapping to make IFRS financial statements
automatically in the system
Build data requirements in transactional systems and create accounting rules in accordance with IFRS
(fair value measurement methods, allocation values and other adjustments under IFRS)
o Effective interest rates of assets and liabilities measure by amortized cost
Step 1: Build cash flows plan
Step 2: Determine effective interest rates
Step 3: Build spread sheet amortize cost
e Bonus and welfare fund
For purposes of presentation financial statements in accordance with IFRS, XYZ Bank has to conduct a
periodic review of the nature of bonus and welfare fund in accordance with the criteria set out in the accounting
policy
If the bonus and welfare fund is essentially an item of liability, XYZ Bank made appropriate accounting
based on actual figures
v Build chart of accounts and reporting forms in the system
Based on IFRS reporting system and reporting formats developed in Step 3, install chart of account and
report forms into the system. Simultaneously, mapping of accounts with each item on the IFRS financial
statements is carried out, so that the system can automatically run IFRS reports according to user requirements.
Accordingly, when business transactions arises under VAS, these transactions will be entered into the
system and be recorded in relevant accounts. From here, the system will be based on VAS account mapping to
prepare financial statements under IFRS then the system is based on IFRS account mapping for preparation of
pre-adjusted IFRS financial statements.
To complete financial reporting system under IFRS, accountant needs to add a list of entries to adjust
differences between VAS and IFRS. These adjustment entries will be updated to the corresponding accounts on
IFRS financial reporting module without affecting VAS financial reporting module .Financial reporting module
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under IFRS will then automatically map accounts and add these adjustment entries to IFRS financial statements
v TFRS financial statements are generated by system automatically, included:
Income statement; Financial position statements; Statement of change in equity; Cash flows statement

VI Result and Discussion
Analyzed case study “XYZ Commercial Joint-Stock Bank” conversion financial statements from VAS into IFRS.
Furthermore, author worked, interviewed and discussed directly with Directors, CFOs, Chief accounts of some
listed JSCs (converting IFRS financial statements) and directors/ senior auditors of the big-four international
audit firms who direct/manage conversion financial statements into IFRS, the result showed that there are two
main methods of conversion into IFRS financial statements 1/ Automatically generated IFRS Financial
statements from system & 2/ Manual conversion method by supporting of senior manager auditor of big-four
international audit firms at each yearend financial period and. The result of case studies also found that there are
some impediments and challenges that Vietnam listed JSCs facing in conversion of their financial statements
from VAS into IFRS, including:

- Currently, there are many significant differences between VAS and IFRS, some standards are not in
accordance with actual conditions in Vietnam, Vietnamese Accounting Standards have not been updated
with changes in the International Accounting Standards (IAS)/ International financial reporting standards
(IFRS), the guiding circulars of Vietham MOF are unclear, some conflicts between Circular and Accounting
Standards

- Lack of accountants with IFRS knowledge. In addition, it’s needed using English for IFRS, this is one of
barriers for Vietnamese accountants so it is easy to mislead when translating into other languages. Also,
there are many English terms that do not have Vietnamese equivalent, especially in the field of accounting.

- Financial reporting formats of IFRS differs from VAS. IFRS requires two additional statements: equity
change statement and other comprehensive income statement. Therefore, it requires proficiency and time to
prepare IFRS well-formed and accurate financial statements.

- Costs of conversion and adopt IFRS is high such as cost of implementing information system, cost of hiring
IFRS consultants, cost of training.

- Companies must develop a new governance reporting system based on IFRS financial reporting to support
internal corporate governance and strategy

VIIL. Suggestion
With the impediments and challenges in IFRS financial statement conversion of Vietnam JSCs as well as details
of conversion financial statements accordance IFRS from XYZ bank and other listed JSCs -studied by author.
Author suggest to enhance roles of Vietnam Government and listed JSCs on the Vietnam stock market in an
effort to convert and adopt IFRS financial statements:

+ Roles of Vietnam Ministry of finance :

The Vietnam Ministry of Finance need to analyze actual significant differences between VAS and IAS /
IFRS in order to coordinate with other related ministries to adjust the standards to make it easier for Vietnam
listed joint-stock companies in conversion financial statement from VAS to IFRS

Some Vietnamese accounting standards that have been issued but not yet in line with actual conditions
in Vietnam, the Ministry of Finance needs the National Accountancy Council in conjunction with the
professional organizations and the State Securities Commission to assess in detail the difficulties that listed joint
stock companies are compiling financial statements under IFRS and then issuing clear guidelines to help these
companies preparing better IFRS financial statements

% Roles of Viet Nam universities and accounting professional organizations

Vietnamese universities need to review subject of “international accounting”, improve teaching method
in accounting, helping students understand natures of economic transactions rather than its principles. Lecturers
in accounting have to be updated with changes of IFRS so students are updated and can apply IFRS when they
graduate.

Faculty of accounting is required to work in conjunction with accounting experts and auditors of the
big-four international audit firms KPMG, Price Water house, Ernst & Young and Deloitte for advisory, updating
IFRS’s changes

Professional organizations need to organize their personnel, improve their expertise, including
professionals, lawmakers, financial directors, chief accountants, auditing firms. Professional organization will
be training place for managers, issuers of regimes, policies and practicing accountant & auditors. Professional
organizations need to link with international professional organizations to improve their level, update
international accounting trends, update changes and apply IFRS

¢ Roles of Company’s directors:
Vietnam Listed joint-stock company’s directors should support human resources as well as financial
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resources to prepare conversion and adoption IFRS by training IFRS for accounts for senior managers/directors,

building IT systems... need to comprehensive assessment of impact of conversion and application of IFRS to

comprehensive planning
Author also suggest that Vietnam Listed JSCs need to establish an IFRS conversion project to have an

overview of conversion processes financial statements from VAS into IFRS for Vietam listed JSC (Conversion

method: automatically generated IFRS Financial statements from system )

Process overview for conversion of financial statement from VAS into IFRS : 6 stages

Stage 1: Prepare conversion -IFRS financial statements

Stage 2 : Assess impacts of conversion -IFRS financial statements

Stage 3: Establish a conversion project - IFRS financial statements

Stage 4: Conversion plan - IFRS financial statements

Stage 5: Conversion implement- IFRS financial statements

Stage 6: Monitor and sustain post implementation stage of conversion- IFRS financial statements

1 Prepare conversion 5 2 Assess impacts of N 3 Establish a conversion L> 4.Conversion plan > 5 Comversion Ieplement > 6. Monitor and sustain
—_— coaversion project
|
4
1.Prepare v T 1| T 1 T
conversion fm 1]
> - Reasons for conversion v | : | :
|
T ! I I
P and of |
2 Assess ! | | |
Accounting. tax and reporting
impacts of 4 | | I
IT System | I |
conversion : ;
B s processes Objective Overview: set up 3 steering committee; " . |
structure  of members of ject. roles and
Pecples and changes Proy | | |
Technical team: conversion team.
3 Establish | | |
managed team; IFRS advisors (v
a conversion M | |
- Stagel: objectveplan | |
ect
o - Stage2: Design/build | |
o ___---____-—___________1-Sung:Implwmm | |
plan | |
) |
v Stage 1: Objective/ Plan . Objectives: analyze conversion impacts and discloses. Analyze conversion Zmpacts on reporting s requires . Analyze conmversion impacts on tax: |
5 Conversion Assess conversion impacts oo systems and procedures . Analyze conversion impacts on peoples and changes .  Assess company for project . Reporting |
Implement conversion impacts on people and changes ; Reporting conversion  impacts on company ‘s businesses; conversion plan :
v Stage 2: Design /Build: Objectives; Job details ; Base on timeframe and progress made under plans (stage 1), collect and completion status of step “ assess™. Define first date of |
conversion; Select accounting and reporting (considering  various conversion methods of opening balances on the financial position Statement): Draft accounting policies . accounting |
books and manual accounting.. Assess and identify requirements for systems and processes; Consider effects of tax and tax strategies : Opportunity for integrating external and internal |
6 Moritor reporting processes Design change system, training and development implement plan |
v Stage 3:Implement’ Review: Objectives : Job details; Assumption/Build/testing and process : Test IT solutions: Implement solutions and traming : Data collection sand processes: |
and sl Prepare beginning statements of financial position statement and comparable; Prepare IFRS financial statements *
Monitor and sustain post

e e R R R R R R R R R R R R R, L L mmm e mEEEEE .- =)

coaversion

implementation stage of

% Details of IT system (automatically generated IFRS Financial statements from system)

Based on accounting principles, accounting policies, chart of accounts are designed and approved, build

automatically in recording entries following IFRS

Based on mapping chart of accounts following IFRS in the system for automatically preparing IFRS

Financial statements
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Figl : IT system (automatically generated IFRS Financial statements from system)
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v' Explaining processes of fig 1: automatically generated IFRS Financial statements from system
Business activities are input in the system and other supporting software / tools

1.
2.

Through accounting principles , accounting transactions are posted “ Centralized accounting” and then

be transferred to general ledger

At the “ Centralized accounting”, once business transactions happened , based on accounting principles
stored (accounting principle, accounting policies, chart of accounts ...) following VAS & IFRS will be
integrated in the “Centralized accounting” previously entries treated under VAS & IFRS figures will

be generated based on chart of accounting principle as the Figl

After accounting entries are created under VAS & IFRS, the balance of each terms under VAS & IFRS
will be saved and posted to the General ledger. End of day the sys automatically run to reconcile the

date in balance
From the General ledger, based on mapping accounts created in the system, the system will be
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automatically generated financial statements following VAS and IFRS accordingly
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Appendix 1
Income statement

Interest and similar income

Interest and similar expenses
Net interest and similar income
Fees and commission income

Fees and commission expenses
Net fees and commission income/(expenses)
Net (loss)/gain from foreign currency exchange

Other expenses — net
Total operating income
Net impairment losses on financial assets

Net operating income

Personnel expenses

Operating lease expense

Depreciation and amortization expenses

Other operating expenses
Total operating expenses
Profit before tax

Current income tax expense
Deferred income tax income
Net profit for the year

Other comprehensive income

Total comprehensive income

Financial position_statement

ASSETS

Cash and balances with the State Bank
Due from banks

Loans to customers

Financial investments - held to maturity
Property and equipment

Computer software

Deferred tax assets

Other receivables and assets

TOTAL ASSETS

LIABILITIES AND EQUITY
LIABILITIES

Due to and borrowings from banks
Due to customers

Derivatives

Debts issued

Other liabilities

TOTAL LIABILITIES

OWNER’S EQUITY

Charter capital

Reserves

Retained earnings

TOTAL OWNER’S EQUITY

TOTAL LIABILITIES AND OWNERS’
EQUITY

Ma
Mapping
PLO1
PLO2

PLO3
PLO4

PLO5
PLO6

PLO7

PLO8
PL09
PL10

PL11

PL12
PL13

PL 14

Ma Mapping

BS02
BS03
BS04
BSO05
BS06
BS07
BS08

BS09

BS10
BSI11
BSI18
BSI12

BS14

BSI5
BS16

BS17
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2015 2014

VND VND
31/12/2015 31/12/2014
VND VND
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Cash flows statement

OPERATING INCOME

Income from brokerage

Advisory service fee income
Revenues from custodian services
Interest income

Dividend income

Net gain from financial assets at fair
value

Other incomes

TOTAL OPERATING INCOME

Commission expenses
Personnel expenses
Depreciation and amortization charges

Other operating expenses

TOTAL OPERATING EXPENSES

PROFIT BEFORE TAX
Current income tax expense

Deferred income tax expense

PROFIT FOR THE YEAR

BASIC EARNINGS PER SHARE (par
value: 10.000 VND/share)

Basic earning per share (VND/share)
Diluted earning per share (VND/share )

Statement of change equity

Notes 2015 2014
Charter Statutory Retained
capital reserves earnings Total
VND million VND million VND million VND million

Balance as at 1 January 2014

Total comprehensive income for the year
Appropriation to reserves

Transfers to the former owner

Balance as at 31 December 2014

Capital increase

Total comprehensive income for the year
Appropriation to reserves

Other decrease

Balance as at 31 December 2015

Source : Accounting department of XYZ bank
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