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WHY RESPONSIBLE INVESTING?

Background of Rl and PRI

Team View on Materiality of Trend

Asset Owner Demand Vs. Asset Manager Supply
Overview of Vietnam ESG Matters

Senior Management Commitment to Business Stewardship



HOW RESPONSIBLE INVESTMENT IMPROVES RISK/REWARD RATIO

Upside from corporate governance premium (*)

-Europe: 19%
-Asia Pacific: 24%

Reward
-North America: 18%
-South America: 24%
Downside protection from risk management
Risk

-Environment: Vedan
-Social: Tungsten mine

(*) Source: Mc Kinsey & Co



RESPONSIBLE INVETSMENT: SCOPE AND STRATEGY

Scope of RI RI Strategies
companies

perceived to be S _
Seekmg to invest Iin companies

1 Py o Best-in-class
/ unethlcal with a commitment to responsible %
by Rl investors as Positive business pradctices, o(rj’;hat produce ) Pioneer
: positive products and/or services. ;
Iong ?'iS th.e_y me_et . sereening Includes Best-in-class and Pioneer S
sustainability criteria screening N
) . ematic
Environmental (e.g.landmine and (R
— Legislation cluster bomb
Governance com panies) Avoidance of investment in Ethical
Negative targeted companies, industries exclusions
screening and countries .
= Simple
Socially Responsiblenvesting S screening
— Aninvestment proce Active voting and engagement %
the social and environmental consequences, Engagement in companies in which one has - Engagement

and looks at governance aspects

— Uses both positive and negative screening
and also strategies such as engagement,
integration, etc.

~ Investing done within the context of

rigorous financial analysis

invested

ESG is incorporated into
Integration investment analyses and Integration
decision making

» Combinations of E
 different strategies;

Source: Booz & Co



INVESTMENT PROCESS - TWIN TRACK APPROACH

Investment

Team

>

Negative | 2
screening of

unethical

products

Identification

of best in

class 4
corporates

Focus on >
oustanding

investee

companies

Exploit >
relationship

network >

Thorough review
of target’s ESG
matters with
assistance of
relevant external
advisors

Quantify
intangibles using
proprietary model

Diligent analysis
of management
team and
business plan
Review of sector
fundamentals
Build valuation
model using FCF
to shareholders
Exhaustive
commercial, legal
and financial due
diligence

» Commitments
of target for
improvements
in ESG

P Negotiation of
‘ESG’
monitoring fee

» Finalization of
terms sheet:
Shareholder
rights/
downside
protection/
financing
instrument

p Alignment of
interests,

liquidity events

P ESGteam
connects with
investee
company
representatives

P Joint monitoring
plan for post
funding stage

p Execution of
SPA and side
agreements

P Quarterly review
of progress on
ESG
commitments

P Review letter
sent to investee
company board
Engagement on
shareholder
voting

p» Operations
oversight,
financing
expertise

» Other post
acquisition
value-add

» Encouragement
of investee
company to
continue to
prioritize ESG
matters post
sale of stake

P Review of exit
options - trade
sale, listing or
re-cap

p» Negotiation and
exectution of
SPA



ENVIRONMENTAL MATTERS

High“g hts Carbon Footprint Per Capita
Established and implemented Law on Environment e
Protection (June 2006) e .
Increase in forest cover from 28% low in 1990 to 37.6% . 0.99
currently 08 - 0.78
Environment awareness improved 06 -
0.4 036
Challenges 02 - L
72% of population lives in coastal areas, exposure to 0 e T hitoe T o T — T

climate cha nge Source: US Dept. of Energy

Land degradation - 50% of land considered poor quality,
70% of soil exposed to erosion

Poor environmental management of mining, transport and Carbon Dioxide Emissions - % Annual change from
energy sectors 1990 to 2004

Air quality severely degraded in cities and industrial areas . 33.40
(dustis 1 to 5 times national standards) 25? i
Pollution from vehicles emissions. Vietnam is the 3rd largest o

15% — 23.40
motorcycle market in the world after China and India o
% = 21.20
4.55
5% — 2
0% [ I
1 1 1 1
World Developing China Thailand Vietnam

Countries

Source: United Nations Development Programme



SOCIAL MATTERS

Highlights Human Development Index 2006
High adult literacy rate (90.3% of ages 15 and above) 140 5
Long life expectancy at birth (74 years) 120 - 114
Progress on poverty reduction with the poverty rate falling 100 o
from 58% in 1993 to 20% in 2004 0 - i
60 -
Challenges 40 -
Very low healthcare spend per capita of USS17 vs USS$40 for 20 1 10
China and USS$112 for Thailand 0 Svlmz::d e T
Only 56% of Vietnam population have access to clean water Source: World Bank

Low electrification rates in rural areas

Income discrepancy between urban and rural areas
perepancy between U : Public Expenditure on Health (% of GDP) 2004

Child labor
$0 —
6.30%
$0
$0 —
$0
30 230%
1.80%
$0 1.50% 1.40%
N .
$0 T T T T 1
Japan Thailand China Vietnam Philippines

Source: World Bank



GOVERNANCE MATTERS

Highlights

High degree of legal compliance Transparency International Corruption Index in 2008

Most companies have necessary structures 1409 125 130
. . 120
Enterprise Law of 2005 and Competition Law of 2004
100 — "
80 — 73
Challenges . }
‘Shareholder rights’ concept is in its infancy and shareholder 40 -
activism is nonexistent 04,
Often overlap between shareholders and senior management 0 +F = — — T = - —
Singapore Malaysia China Thailand Vietnam Indonesia
Non executive and independent directors are a rarity Source: www.transparency.org
High percent of firms do not use an external auditor
Inspection committees are often weak and ineffective Increase of Audit Providers
Large number of related party transactions (few companies
200 -
have guidelines) 180
160 —
140
120 —
100 —
80
60 —
40 -
20 - 5
0 1 1
1991 2008 Q2-2009

Source: Ministry of Finance



