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The low-rise skyline of Danang in central Vietnam will be transformed by the VOF-invested World Trade Center Danang, now under construction.
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VOF Overview
VinaCapital Vietnam Opportunity Fund Ltd (“Vietnam Opportunity Fund” or “VOF”) is a closed-end
fund trading on the London Stock Exchange (AIM). Launched in 2003, VOF is the largest and most
successful diversified Vietnam fund. The fund focuses on key growth sectors of the domestic economy,
and capitalises on the investment manager’s broad network to realise sustainable capital appreciation
and provide an attractive level of return for investors.

VOF DETAILS
Size of fund:

USD669 million (NAV as of 30 June 2008)

Term of fund:

Vote every 5 years to wind up fund

Maximum investment:

20% of NAV in any one project

Geographic focus:

Vietnam, Cambodia, Laos and China _ at least 70% invested in Vietnam

Fund structure:

Cayman company listed on London Stock Exchange (AIM)

Auditor:

Grant Thornton (Vietnam)

Nominated advisor:

Grant Thornton UK LLP

Custodian:

HSBC Trustee

Lawyers:

Lawrence Graham (UK)
Maples & Calder (Cayman Islands)

Broker:

LCF Rothschild

Manager:

VinaCapital Investment Management Limited

Management and performance fee:

Management fee of 2 percent of NAV. Performance fee of 20 percent of total NAV increase over the higher of an 8 percent compound annual return and the high watermark

Note: On 21 October 2008 a special resolution passed by shareholders changed the name of Vietnam Opportunity Fund to ‘VinaCapital Vietnam Opportunity Fund Limited.’
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The view over Hanoi’s West Lake from the top of the Golden Westlake apartments.
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Construction of the Greg Norman-designed Dunes Golf Course at the Danang Beach Resort.
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Chairman’s Statement
On the surface, this appeared to be a dire situation, with some
commentators raising the spectre of the 1997 Asian Financial
Crisis that started with a destabilising rush on the Thai baht.
Was the Vietnam dong next? Thankfully, by the end of June
2008 it was clear that financial disaster was not around the
corner. As the second half of 2008 began, the markets started
to recover.

Dear Shareholders,
We herein present the annual reportand financial statements
of the Vietnam Opportunity Fund (AIM: VOF.L) for the year
ended 30 June 2008.
Vietnam’s economy during the first half of 2008 came back to
earth after two years of stellar growth. Vietnam’s admission
to the World Trade Organisation in January 2007 and a
subsequent rise in foreign direct investment contributed to
an atmosphere of easy credit that led to over-enthusiasm and
outright speculation, particularly in the real estate sector.
The economy began to overheat, with inflation rising to
12.6 percent by the end of 2007.
In early 2008, the situation worsened. Inflation continued to rise,
and the currency was put under pressure by a rising trade
deficit. At the end of the first quarter of 2008, the government
put the brakes on the economy by sharply restricting credit
and cutting spending. Unprepared for such restrictions,
the markets reacted strongly and reversed course, with the
benchmark Vietnam Index shedding 60 percent of its market
capitalisation over the first six months of 2008.

When the dust cleared, however, investment funds such as
VOF had seen their stellar 2007 returns sharply reduced.
VOF at the end of June 2008 had an NAV of USD669 million,
or USD2.06 per share. This was a per-share decline of
37.2 percent from the end of June 2007 when VOF had an
NAV of USD822 million, or USD3.28 per share, and was net of
a capital fundraising of USD272 million in November 2007 at
USD3.68 per share.
Despite the NAV decline, it was nonetheless an important
year in many respects. The new capital that VOF raised in
November 2007 was quickly invested into several of Vietnam’s
top emerging private and OTC companies. The fund’s real
estate portfolio saw an increase in investment over 2008, and
despite the slowdown in Vietnam’s real estate market in 2008,
the value of these investments has, to date, remained strong,
with several assets increasing in value, such as the renowned
Sofitel Metropole Hotel in Hanoi.
Generally speaking, the broad diversification of the VOF
portfolio helped to protect shareholder equity. The NAV
decline, while disappointing, was moderate compared to the
broader market, and VOF also outperformed its comparable
Vietnam funds.
As the second half of 2008 began, the improved
macroeconomic situation, strong portfolio and respectable
cash position had VOF in place to begin recovering its net asset
value. Unfortunately, as all investors will know, a truly global
financial crisis took hold that resulted in an unexpected impact

on VOF _ a drastic fall in share price to a discount of as much
as 50 percent of NAV. This is a major concern of the Board
and it is something that we are seeking to address. In October
2008, the Board convened an extraordinary general meeting of
shareholders to request adding a buyback facility to the fund’s
articles of association. Although this request was rejected,
the Board will in the future revisit this issue as well as explore
other avenues to build shareholder value.
The global financial crisis and economic slowdown will likely
hinder VOF’s immediate prospects. However, we believe this
challenge is also an opportunity. VOF has no debt at the fund
level. It does not trade in complicated derivatives or credit
swaps, preferring to invest capital in solid companies and real
estate projects, that deliver demand-driven products and
services, while seeking to enhance shareholder value through
the use of debt, share buybacks and other simple tools after
prudent consideration and analysis. In these times, this
approach should be comforting to our shareholders.
Vietnam over the past ten years was the second fastest
growing economy in the world. Even with the recent global
events, we are confident that Vietnam will continue to be
one of the world’s top performing economies for the next ten
years. VOF, as always, will be well placed to capitalise from
Vietnam’s inevitable path of growth.
Thank you for your continued support.

William Vanderfelt
Chairman
Vietnam Opportunity Fund
26 November 2008
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State of
the Economy

Vietnam’s economy over the first half of 2008 endured painful
adjustments following the exuberance of 2007. Vietnam in
2007 saw strong GDP growth of 8.5 percent – reaching a
ten-year average of 7.5 percent – and foreign direct investment
(FDI) at a record USD20.3 billion. Industry, manufacturing and
services all grew rapidly, with the construction sector leading
the way due to a booming real estate market.
Vietnam in 2007 continued the trend of becoming an
increasingly open economy, with the ratio of total trade
(exports plus imports) to GDP at 153 percent, second only to
Malaysia in the region.
The surge in foreign investment in 2007 led to increased
imports, in particular machinery and equipment, and a
worsening trade deficit at over USD12 billion. This put strong
pressure on the country’s foreign exchange reserves. There
was concurrently a rise in inflation due to commodity costs
and an expansionary monetary and fiscal policy to facilitate
economic growth. Broad money supply and domestic credit
grew a staggering 46 and 54 percent, respectively, when the
State Bank of Vietnam (SBV) opened its coffers to domestic
lenders to fund real estate deals and imports.

Vietnam needs to focus on
its ability to absorb foreign
direct investment, in terms
of infrastructure, expertise
and labour.

By the end of 2007, inflation as measured by the consumer
price index reached 12.6 percent. In early 2008 inflation
continued to rise, reaching 19.4 percent year-on-year at the
end of the first quarter. The trade deficit also continued to
climb, to USD7.4 billion at the end of the first quarter.

A time to act
Faced with an overheating economy, the government chose to
act. In early April 2008, the government made the difficult but
necessary decision to slow growth by fighting inflation and the
deficit through sharp cutbacks to credit and spending.
A comprehensive policy package was announced that included

limiting lending for securities purchases to 20 percent of
charter capital for all banks, limiting domestic credit growth
to 30 percent for 2008, introducing obligatory one-year
7.8 percent SBV bond purchases for all banks, and increasing
interest rates from 8.75 percent at the beginning of the year
to 14 percent by the end of June. In addition, controls on
foreign exchange conversion were tightened and public
expenditure was scaled down, including a 10 percent
spending cut across all government ministries.
As part of the policy package, the government reduced the
official GDP growth target for 2008 from 9 percent to 7 percent.
What followed was a period of great turbulence, as a market
“priced for perfection” at high valuations adjusted to the new,
more restrictive environment. The first and most obvious
casualty was the capital markets as represented by the
Vietnam Index, which fell a precipitous 60 percent over the
first half of 2008.
The tightening policies put strong pressure on bank liquidity
and placed smaller banks at extreme risk. Meanwhile, the
currency came under pressure due to the rising deficit, with
the spread between the official and open market rates peaking
at over 15 percent in the second quarter of 2008. Both foreign
and domestic economic analysts, previously highly bullish on
the Vietnamese economy, suddenly began to sound dire
and pessimistic, including comment that Vietnam may be
heading toward a financial crisis similar to Thailand in 1997.
As the second half of 2008 began, however, it was clear that
the government policy package was beginning to have its
intended effect. Month-on-month inflation, averaging
3 percent monthly over the first half of 2008, slowed notably
in June and has fallen further since, to a rate of under one
percent month-on-month during the third quarter of 2008.
There was also a marked improvement in the trade deficit,
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which reached USD14.9 billion at the end of the first half of
2008 but began to slow its growth by June. The threat to the
Vietnam dong eased as a result, and by the end of the first half
the official and open market exchange rates were nearly even.

Outlook
Overshadowed by the market turmoil was the continued surge
in FDI, with USD30.6 billion in new commitments registered
in 2008 to June, 50 percent higher than the full-year record set
in 2007. Several multi-billion dollar projects were recorded in steel
production and real estate development.
Growth slowed to 6.5 percent over the first half of 2008 (versus
7.4 percent in the first half of 2007). However, as expectations
moderated around the lower growth rate the outlook for the
remainder of the year looked positive. Unfortunately, the global
economy took a sudden turn for the worse at the end of the third
quarter of 2008. This has clouded the short to medium-term
outlook for Vietnam, even as the country’s fundamentals continue
to be strong.
Near the end of the year, the government wavered only slightly
in loosening its fiscal and monetary stance to allow faster GDP
growth. Controlling inflation and maintaining financial stability
remain the top economic priorities. In the context of the dire global
economic situation, the government will likely use a flexible interest
rate policy as a primary tool to contain inflation while minimising
potential liquidity risks in the banking system, to help weak banks
survive and to avert any potential rise in real estate loan defaults.
Vietnam needs to focus on its ability to absorb the FDI influx, in
terms of infrastructure, expertise and labour. The global financial
crisis will have an impact on Vietnam chiefly in the potential
slowing of FDI disbursement. In other areas, the country’s diverse
export base and numerous low-cost exports (items that may not
see a sharp drop in demand) will protect it somewhat from the
global slowdown.

In the medium term, Vietnam’s young, educated population
and emerging middle class will continue to drive economic
growth and development. The rise in consumer spending
and services, and growing demand for modern urban spaces,
will continue. The industrial base will be strengthened as oil
refineries come online in 2009 and transport infrastructure
improves. The global economic situation will slow, not stop,
Vietnam’s inevitable growth.

Breakdown of FDI into Vietnam H1 2008 vs 2007

Economic Highlights H1 2008 vs 2007
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Some 478 new FDI projects were registered with a total capital of
USD30.9bn. Together with USD661m supplementary capital in
158 projects, total FDI over H1 2008 reached USD31.6bn, a 3.7 fold
increase year-on-year over 2007. Disbursed FDI over H1 2008 was
USD4.9bn, on track to reach the annual target of USD10bn.
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Exports reached USD29.7bn in the first half of 2008, up 31.8 percent
year-on-year. Imports rose to USD44.5bn, up 60.3 percent against 2007.
Over the first half this resulted in a deficit of USD14.9bn, higher than
the trade deficit for the whole of 2007. The largest component of
imports was machinery and equipment, accounting for 15.7 percent
of the total.
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Investment
Environment

The underlying positive
fundamentals behind
Vietnam’s growth – political
stability, favourable
demographics, low-cost
and productive labour – will
continue to drive private
companies to new heights.

Listed securities
At 30 June 2008 there were 298 companies listed on the
Ho Chi Minh Stock Exchange and the Hanoi Stock Trading
Centre, 20 percent more than at the end of the 2007 financial
year. However, in a clear sign of troubled times, the combined
market capitalisation and average daily turnover of the two
exchanges fell by 55 percent and 67 percent, to USD14 billion and
USD20 million, respectively, over the year ended 30 June 2008.
After skyrocketing almost 150 percent in 2006, the
benchmark Vietnam Index experienced several corrections
starting in the second quarter of 2007 when the VN Index
began to drop from its March peak of 1,170 points.
At 30 December 2007, the Index stood at 927. For 2007 full
year, the VN Index recorded a gain of 23 percent. But the
exuberance of 2006 was now a memory, and the market was
growing increasingly wary of high valuations – particularly
the high-priced state-owned enterprise (SOE) equitisations of
late 2007, such as Vietcombank and the brewer Sabeco.
When the government intervened to cool the overheating
economy – beginning with the decision effective 1 January
2008 to limited bank lending for securities to 20 percent of
charter capital – the market began to sour. After two more
sharp corrections linked in part to the government’s efforts to
curb inflation and cut the deficit, the VN Index fell to 399 by
30 June, representing a 57 percent decline over the first six
months of 2008.
By the end of the financial year, the tight fiscal and monetary
policies began to pay off, with lower month-on-month inflation
and slower growth of the trade deficit. The more stable
economy and continued high FDI led to a market rally, with
the VN Index closing the third quarter of 2008 at 457, up
14.5 percent for the quarter (which included a swing from
the mid-June low of 366 up to 539 at the end of August).

The domestic financial markets were rocked once again
with the worldwide economic crisis at the end of the third
quarter. The final quarter of 2008 saw poor performance for
Vietnamese companies, given the negative impact of inflation
including 30 percent higher fuel costs, and higher construction
and resource costs. The global financial crisis clouded the
domestic market, and both Vietnamese and foreign investors
were hesitant in their investment decisions.
Despite the challenges evident in 2008, the medium and
long-term future for listed securities is fairly positive given
the outlook for the economy in 2009 and beyond. The drop
in valuations in 2008 had led to a leveling in the PEG (Price
Earnings to Growth) ratio to very close to, or less than, 1:1.
Several equities seem reasonably priced at PE multiples of
approximately 10-12x. If companies are able to benefit from
a more positive macroeconomic environment in 2009, the
growth trajectory will continue and listed securities in Vietnam
will once again offer a good value.

Over the counter securities
The over the counter (OTC) market is comprised of several
thousand securities in companies – including several equitised
state-owned enterprises – that have not yet been admitted
to the Ho Chi Minh City Stock Exchange. Total OTC market
capitalisation was estimated at USD50 billion in 2007. As with
the listed market, however, 2008 saw sharp declines and the
OTC market lost over 60 percent of its capitalisation over the
first half of the year.
OTC stocks tend to trade at a 20 – 30 percent discount to
listed securities, or at an average PE of 8-10x. There was no
significant change to the supply volume for this market in
2008 due to the sharp fall in the number of SOE equitisations.
Furthermore, 2008 did not see significant improvement in the
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management of the OTC market. Combined with the difficult
economic picture this meant liquidity was very low and
significant price movements took place over short periods.
The government has now implemented measures to regulate
the OTC market operation and better protect investors, such
as organising all OTC transactions via securities companies
and implementing periodic disclosure requirements for OTC
companies that have more than 100 investors. When these
measures take effect in 2009, the quality of the OTC market is
expected to improve considerably.

State-owned enterprises
The SOE privatisation process continued in 2008 with some
unexpected results. The goal for 2008 was for the state
to begin equitising some of its blue chip companies, such
as commercial banks, Vietnam Airlines, mobile operators,
beverage firms, and insurance businesses. However,
when these larger companies began the process, there
was increased scrutiny as government agencies tried to
improve transparency and disclosure while at the same time
maintaining very high initial bidding prices. Some of the larger
companies tried to use the average winning prices from the
auctions to bring in strategic investors. As such investors are
normally locked up and expected to bring additional soft value
to their investee companies, the equitisation bidding process
did not attract their attention. The unappealing process and
unfavourable market conditions resulted in a dismal record
of SOE privatisations in 2008. The major companies involved
were Bao Viet Insurance (the largest insurance company in
Vietnam), Vietcombank (the second largest bank), and Sabeco
(the largest brewer). These firms saw their share prices cut in
half within six months of equitisation.
In the coming year, the state should face improved conditions

to privatise the national airline, mobile operators, the
remaining commercial banks, and more small and
medium-sized companies. The process of equitisation can
still result in significant shareholder value. Historically,
where there is alignment of interest between shareholders
and management, post-privatisation returns of 30 to 50
percent have been recorded.

Private equity
The private equity market in Vietnam remains nascent given the
short history of private placements into small and medium sized
enterprises (SMEs). Private equity is nonetheless a rich terrain for
investment in Vietnam given the rising number and size of private
firms, and their importance in leading new consumer trends.
There are about 300,000 private firms in Vietnam, contributing
more than half of GDP. An increasing number of these firms are
large enough to handle meaningful investments of USD10 million
or more. The difficult economic environment in 2008 increased
awareness in family-run and privately-held SMEs of the role of
private equity investors. More private firms are looking not only
for financial resources, but the management support that will lead
to greater professionalisation and more effective operations and
decision-making.
As in other markets, the macroeconomic challenges had an
impact on private equity. In 2008, as opposed to 2007, there
was a lowered willingness among investors to pay inflated prices
for private companies that had become more expensive than
listed counterparts (which by the end of June were trading at
8-10x forward earnings). As the pace of IPOs and listings slowed
drastically from 2007, investors also had to consider lengthened
holding periods and the related liquidity risk.
In spite of the difficult economic environment, the underlying
positive fundamentals behind Vietnam’s growth – political
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stability, favorable demographics, low-cost and productive
labour – will continue to drive private companies to new
heights. The outlook for private equity in 2009 and 2010
remains strong as foreign ownership restrictions will be
removed in line with WTO commitments, and therefore
buy-out activity will likely increase and trade sales will
become more common as an exit vehicle.

In other real estate sectors continued strong momentum is
evident, with Grade A and B office rentals in Hanoi and
Ho Chi Minh City remaining high, while retail shopping
rentals remain strong due to limited supply and high
demand. The hotel and serviced apartment sectors are also
strong as the demand continues for city hotels and mid to
high-end serviced apartments.

Real estate

The cycle of economic growth has created a new consumer
group of middle class professionals who need new residential
and office space, and modern leisure and retail environments.
This will be boosted further in the next 2 – 3 years by the surge
in FDI commitments and disbursements in 2008.

The residential retail market in Vietnam experienced
rapid growth in late 2006 and 2007, and in some
instances residential retail sales prices increased by
50 to 100 percent. This was driven by high liquidity and
significant speculation among local buyers and was not
sustainable in the longer term. During 2008 the economic
slowdown and reduction in prices has ‘normalised’ the
previously overheated residential market and returned it
to a sustainable pace for the medium to long term.
Despite the 2008 residential slowdown, with a large young
population the fundamental demand for low to mid-tier
residences is expected to remain strong. The wholesale real
estate market has not seen the drop in prices evident in the
retail market.

The tight credit environment alongside continued high FDI
growth points to a serious supply squeeze, both presently and in
the next few years, that will create an excellent opportunity for
cash-rich investors to acquire properties which are distressed or
now available at more realistic prices. Restricted credit will likely
limit supply further and lengthen the period of excess demand
by at least another two years. The shortage of supply in all
sectors (office, hotel, retail, and serviced apartments) has seen
rents rise sharply over the past year and they will likely continue
on an upward trend for the next two to three years.
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Renovation work on the lobby of the Movenpick Hotel Hanoi.
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Portfolio
Performance

VOF at the end of June 2008 had an NAV of USD669 million, or
USD2.06 per share. This was a decline of 37.2 percent from the
end of June 2007 when VOF had an NAV of USD822 million, or
USD3.28 per share. The share price over the same period declined
36.7 percent, to USD2.16 from USD3.41. For most of the year
VOF traded at a premium to NAV, as it has for the past five years.
However, VOF closed the financial year at a discount to NAV and
with the onset of global financial crisis in September 2008 the share
price dropped further.
In November 2007, VOF raised USD272 million through the
issue of 73,961,845 new shares at USD3.68 per share. This
resulted in a four percent accretion as VOF’s NAV at the time
was USD3.51 per share. The proceeds of the fundraising were
quickly deployed into a variety of investments, chiefly in the
private equity and OTC components of the portfolio.

The global environment will
have an impact on Vietnam,
and by extension on VOF.
However, the impact is
expected to be limited given
Vietnam’s comparative
financial isolation and
the strength of domestic
consumption and demand.

VOF’s capital market component at the end of June 2008 was
valued at USD346 million. This asset class saw the greatest
volatility and registered the sharpest decline over the year. VOF
restructured its capital market portfolio to diversify holdings,
in all recycling over USD150 million from riskier positions into
higher quality assets. At the same time, VOF reduced its stake
in several blue chip companies and increased investment into
high potential companies that were then lifted into top holding
status, such as the confectioner Kinh Do. As a result of the
restructuring, the VOF capital market component for the year
ended 30 June declined 53.5 percent in value against a VN Index
decline of 61.1 percent (from 1,025 points to 399 points).
VOF’s private equity and OTC portfolios saw write-downs over
the year as listed comparables fell. Private equity investments
during the year included acquiring stakes in Phu Nhuan
Jewelry and Khang Dien Housing. OTC investments included
Phuoc Hoa Rubber, DIC Corporation and Masan, a leading food
products company.
VOF’s real estate component at the end of June was valued
at USD238 million, representing a return of 33.5 percent for
the year. VOF’s investment in real estate includes renowned
international-quality operating hotels such as the Sofitel

Metropole Hanoi and Hilton Hanoi Opera, and property
projects invested in conjunction with VinaLand Ltd at
wholesale price levels, such as the Danang Beach Resort, the
World Trade Center Danang and Dai Phuoc Lotus Township
near Ho Chi Minh City.

Outlook

VOF is operating in a time of great volatility in the global
financial market. The global environment will have an impact
on Vietnam, and by extension on VOF. However, the impact
is expected to be limited given Vietnam’s comparative
financial isolation and the strength of domestic consumption
and demand, which remains high. Surveys of Vietnam’s
consumer sentiment conclude that residents of this nation
overwhelmingly have a positive outlook toward the future
and believe their personal incomes will continue to rise.
It is likely the most immediate impact of the global
slowdown will be a lower disbursement rate of foreign direct
investment commitments. FDI commitments will likely top
USD60 billion for 2008 full year – a staggering figure that
equals China’s 2007 FDI. If disbursement slows notably in
2009, this will have an economic impact.
But as inflation declines alongside falling commodity
prices, there is a strong likelihood that the State will
loosen monetary policies and allow businesses to expand
at a lower cost of capital. This will benefit many VOF
portfolio companies.
VOF remains well positioned in several important respects.
There are solid opportunities to invest in Vietnam’s blue
chips and many of Vietnam’s top emerging consumer
goods companies are already to be found in VOF’s listed,
OTC and private equity portfolios. VOF has a portfolio of
leading hotels that are matured investments, and several
retail shopping developments that will be very attractive
as international retailers enter Vietnam in 2009. When the
market begins to recover, VOF’s existing assets will provide
a sound basis for growth.
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NAV and Share Price Performance (to 30 June 2008)

Portfolio by asset class, 2008 vs 2007
USD669m
100%
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Portfolio by sector, 2008 vs 2007
USD669m
100%

USD822m

3.8% Cash and Others

11.0% Cash and Others

8.0% Other sectors

VOF Top 5 Holdings, 2008 vs 2007

13.6% Other sectors

14.2% Hotel and tourism

80%

6.7% Hotel and tourism

30 June 2008
Company

Percent of NAV Company

30 June 2007

60%

15.5% Real estate

29.7% Real estate

Percent of NAV

Vinamilk

5.9% Vinamilk

10.0%

Sofitel Metropole

5.8% REE

7.0%

Hoa Phat Group

4.9% Hoa Phat Group

6.1%

ITA

4.5% Kinh Do Corporation

5.5%

Dam Phu My

3.0% Dam Phu My

4.0%

40%

13.7% Construction
and materials

14.0% Construction
and materials

23.6% Consumer staples
17.1% Consumer staples

20%

4.0% Healthcare

2.1% Healthcare
4.6% Oil and energy
6.5% Financial services

0%

2008

6.2% Oil and energy
5.7% Financial services

2007
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Top holdings

Listed companies

No Company

Sector

VOF position

Amount in total

% stake

No. of
shares ‘000

Book value
30/06/08
USD’000

P/E 2008

39,435

15.5x

1 Vinamilk (VNM)

Consumer staples

3.58%

6,266

2 REE Tech (REE)

Engineering

9.77%

5,596

9,135

10.5x

3 Kinh Do (KDC)

Consumer staples

7.51%

3,529

16,341

11.2x

4 Hoa Phat Group (HPG)

Construction materials

8.00%

10,560

32,287

6.8x

5 Dam Phu My (DPM)

Fertiliser

2.09%

7,954

20,211

11.2x

VOF position

Amount in total

% stake

No. of
shares ‘000

Book value
30/06/08
USD’000

P/E 2008

OTC investments

No Company

Sector

1 Masan

Consumer staples

14.1%

3,622

10,772

3.3x

2 Phuoc Hoa Rubber
3 SSG _ Saigon Pearl

Materials

6.15%

5,000

7,985

5.4x

Real Estate

5.00%

2,250

5,343

6.0x

4 Intresco

Real Estate

9.24%

1,850

3,231

2.7x

5 DIC Corp

Real Estate

10.85%

4,015

5,411

4.1x
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Top holdings

Private equity
No Company

Real estate

Sector

% Stake

1 Phu Nhuan Jewelry

Consumer goods

11.7%

2 Khang Dien Housing

Real estate

15.0%

3 Quoc Cuong Gia Lai

Real estate

11.6%

4 Indochina Food

Consumer staples

5 Pho 24

Food and beverage

No Project

Investment type

TBA
30.0%

% Stake

1 Sofitel Metropole

Hotel

36.0%

2 Dai Phuoc Lotus

Mixed use

18.0%

3 Danang Beach Resort

Hospitality

25.0%

4 Hung Vuong Plaza

Mixed use

36.6%

5 A&B Tower

Office

50.1%
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Hung Vuong Plaza is Ho Chi Minh City’s
top retail location and one of the city’s most prestigious residential addresses.
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Kinh Do is Vietnam’s leading bakery and confectionary company with a strong nation-wide distribution network.
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A&B Tower in Ho Chi Minh City,
will offer Grade A office space in the underserved central business district.
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Phu Nhuan Jewelry is one of Vietnam’s most successful jewelers,
with retail shops nationwide under a series of brands including PNJGold, PNJSilver and the high-end Cao Fine.
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Feature Investments
VOF’s strength is in its diverse portfolio of listed, OTC,
private equity and real estate assets. 2008 saw increased
investment in real estate projects and companies, private
equity including Phu Nhuan Jewelry, and OTC companies
including Masan and Phuoc Hoa Rubber.

Kinh Do

Kinh Do is the top confectionery producer in Vietnam with
20 percent market share. A professional management team
and strong distribution network nationwide have helped
Kinh Do’s crown logo become one of the largest and most
recognisable confectionery brands in Vietnam. VOF is also
invested in the Kinh Do spin-off Kido’s Icecream.

Sector

Food and beverage

Year acquired

Since 2005

Stake

7.5%

Book value

USD16.3m

2008

2007

Revenue

80.0

72.8

Net income

12.2

13.1

Net income growth

-5.8%

Earning per share

VND 3,817

32.5%
VND 6,662

Figures in USD million unless otherwise stated.
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Masan Group

Phuoc Hoa Rubber

Hoa Phat Group

Established in 2003, Masan has over 30 percent market share
across many subsectors of the food products market, such
as fish, soy and chili sauces, and seasoning. In the premium
brands, Masan accounts for over 70 percent market share.
Masan’s Chin-su brand (soy sauce and fish sauce) currently
ranks first in the Vietnamese market, surpassing international
and domestic brands such as Knorr, Maggi, and Vedan.

Phuoc Hoa is a top player in Vietnam’s rubber industry, with
output accounting for about 5 percent of the industry total.
The company currently manages rubber plantations of about
15,000ha in Binh Duong province and is developing other
projects in Cambodia and Laos.

Sector

Food and beverage

Sector

Industrial products

Sector

Construction materials

Year acquired

2006

Year acquired

2008

Year acquired

2007

Stake

14.1%

Stake

6.2%

Stake

8.0%

Book value

USD10.8m

Book value

USD8.0m

Book value

USD32.3m

2008

2007

Revenue

93.8

33.4

Net income

18.8

6.6

Net income growth

85.2%

Earning per share

VND 12,260

2.6%
VND 7,391

2008

2007

Revenue

85.0

68.5

Net income

22.0

18.3

Net income growth

20.2%

Earning per share

VND 4,675

20.9%
VND 3,687

Hoa Phat was the first private company established after the
implementation of the Enterprise Law in 1992. It is a leading
manufacturing and trading group in Vietnam, beginning
with the production of equipment and machinery for the
construction and mining industries, and continuing into
steel, furniture and refrigeration equipment. Hoa Phat has
5,000 employees with factories and a network of distributors
throughout Vietnam.

2008

2007

Revenue

411.7

339.6

Net income

47.0

37.6

Net income growth

21.2%

Earning per share

VND 4,801

804.2%
VND 4,864

Figures in USD million unless otherwise stated.
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DIC Corporation

DIC Corporation develops real estate and technical
infrastructure for urban areas, industrial zones, and new
economic zones. In addition to ongoing projects in Vinh Phuc,
Vung Tau and South An Khanh, the company is invested in
the Dai Phuoc Lotus project with VOF and VinaLand Ltd.
Cooperation with VinaCapital on the Dai Phuoc project will
further enhance the company’s performance.

Vinamilk

Khang Dien Housing

Ho Chi Minh City-based Vinamilk produces a wide range of
dairy products and beverages that account for 75 percent
of the domestic market. Main business lines include the
production and distribution of milk and milk products.
Vinamilk has entered a joint venture with SABMiller to open
a 100 million litres per year brewery in Binh Duong province.

Khang Dien Housing was established in 2002 and has acquired
strategic sites at locations along the future Saigon-Dau Giay
National Highway and the two Ho Chi Minh City ring roads.
These sites are expected to substantially increase in value
once these roadways are completed in the 2008-2010 period.
VinaCapital has worked with Khang Dien Housing on a number
of projects.

Sector

Real estate

Sector

Food and beverage

Sector

Real estate

Year acquired

2008

Year acquired

Accumulated since 2004

Year acquired

2008

Stake

10%

Stake

3.58%

Stake

15%

Book value

USD5.4m

Book value

USD39.43m

Book value

USD4.7m

2008

2007

2008

2007

Revenue

40.0

7.8

Revenue

470.6

392.6

Net income

20.0

1.2

Net income

73.5

56.6

Net income growth

1,567%

0%

Net income growth

29.9%

Earning per share

VND 8,650

Earning per share

VND 7,135

VND 1,527

31.7%
VND 5,497

2008

2007

Revenue

8.0

7.6

Net income

2.2

2.1

Net income growth

4.7%

n.a

Earning per share

VND 1,051

VND 993

Figures in USD million unless otherwise stated.

VOF 2008 Annual Report 25

Indochina Food (NIVL Sugar)

Halico Vodka

Halico Vodka produces distilled spirits under the popular
Vodka Hanoi, Vodka Lua Moi and Vodka Nep Moi brands,
in addition to flavoured liqueurs and wines. Halico is a
majorityowned subsidiary of Habeco, the third largest brewer
in Vietnam, with a dominant market share in northern
Vietnam. Halico plans to expand from its current 10 million
litres yearly production to 30 million litres by 2010 to capture
the increased popularity of spirits consumption. Halico is in
discussion with major international beverage firms to invest
in a marketing and distribution network for both Halico and
global brands in the Vietnam market.

PNJ is one of the leading jewelry companies in Vietnam,
with 2,000 employees, 85 retail shops and 3,000 wholesalers
nationwide. The company holds a 15-20 percent market share
with a range of product brands including PNJGold, PNJSilver
and the premium Cao Fine brand targeting high income
consumers. The company’s move to higher margin products
including the diamond and gemstone market offers the
potential for substantial revenue growth.

Sector

Food and beverage

Sector

Food and beverage

Sector

Consumer goods

Year acquired

2007

Year acquired

2006

Year acquired

2007

Stake

15%

Stake

19.2%

Stake

11.7%

Book value

USD11.4m

Book value

USD1.9m

Book value

USD8.0m

Indochina Food Industries is the holding company of NIVL Sugar
Joint Stock Company, formerly known as Nagarjuna Sugar. Founded
in 1995, NIVL is one of the most successful foreign-managed sugar
companies in Vietnam. It is the country’s second largest producer
of sugar and operates the most cost-effective sugar refinery in
the country. In 2008, NIVL tripled the capacity of its alcohol plant
to 30,000 litres/day. The company plans to expand into biofuel
and build a 30 MW powerplant. NIVL’s incorporation is the result
of a successful management buy-out. VinaCapital advised the
management team before and after the MBO, and invested in the
company to further expand the business post-MBO.

2008

2007

Revenue

46.9

49.7

Net income

1.1

4.1

Net income growth

-73.2%

Earning per share

VND 525

21.7%
VND 4,372

2008

2007

Revenue

37.8

31.7

Net income

8.8

7.3

Net income growth

20.5%

Earning per share

VND26,834

111.8%
VND 25,885

Phu Nhuan Jewelry

2008

2007

Revenue

181.2

136.4

Net income

7.8

Net income growth

13.0%

Earning per share

VND 4,290

6.9
149.4%
VND 3,413

Figures in USD million unless otherwise stated.
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Hung Vuong Plaza

A&B Tower

Danang Beach Resort

Hung Vuong Plaza is one of Ho Chi Minh City’s prime shopping
and leisure facilities, featuring an 8-storey, 92,150sq.m GFA
retail complex and two residential towers with 276 luxurious
3-bedroom apartments ranging from 121-132sq.m.
Hung Vuong Plaza is located near schools, universities,
hospitals and Ho Chi Minh City’s bustling Chinatown.
It has been fully operational since June 2007 and includes
facilities such as a swimming pool, Megastar Cinema, Parkson
department store (the largest department store in HCM City),
fitness clubs, and an ILA language school.

A&B Tower is ideally located in District 1, Ho Chi Minh City,
only a few minutes from the central business district.
A&B Tower will provide over 25,566sq.m of high grade,
flexible use office space, designed to meet the needs of
businesses requiring offices from 864 to 1,029sq.m. The site
is cleared and construction is underway, with an expected
completion date in 2010.

Sector

Mixed use retail and residential

Sector

Office

Sector

Hospitality

Size

92,150sq.m GFA

Size

25,500sq.m GFA

Size

260ha integrated development

Stake

36.6%

Stake

50.1%

Stake

25%

Cost

USD9.30m

Cost

USD8.92m

Cost

USD11.38m

Status

Operating asset

Status

Under construction

Status

Under construction

The Danang Beach Resort will transform Danang’s beautiful
beaches into a tourism and recreation destination rivaling
the top neighbouring resorts of Southeast Asia like Bali and
Phuket. The 260ha development will feature a J.W. Marriott
five-star hotel and twin golf courses, one designed by
Greg Norman. Some 196 luxury villas will have a gorgeous
panorama view of the mountains, beach and golf courses,
all located less than 20 minutes from Danang international
airport and the World Heritage site of Hoi An.
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Pho 24 is one of VOF’s most recognisable brands,
with over 60 branches nationwide of the popular noodle restaurant.
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Board of Directors

William Vanderfelt, Chairman

Jonathan Choi, Director

Horst F. Geicke, Director

Mr. Vanderfelt has over 30 years of experience as Managing
Partner of Petercam, the leading Benelux investment bank,
in charge of Institutional Research and Sales. Mr. Vanderfelt
is an experienced fund investor and acts as a board director
of several listed funds. He is a passionate proponent of good
corporate governance and will help the Company ensure that
it maintains best practice in its corporate governance.

Jonathan Choi is the President of the Sun Wah Group,
a financial services, technology, infrastructure and foodstuff
conglomerate. He is also Chairman of Kingsway International
Holdings, a Toronto listed company, and SW Kingsway,
a Hong Kong listed investment bank and fund manager.
Mr. Choi is also the Vice Chairman of the Chinese General
Chamber of Commerce in Hong Kong and a member of
the National Committee of the Chinese People’s Political
Consultative Conference (CPPCC) of the People’s Republic
of China. Mr. Choi has been an active investor in Vietnam
since 1971.

Horst F. Geicke is Chairman and Co-founder of VinaCapital
Group Limited. He has resided in Asia for almost 30 years
and has over 25 years of operating and investing experience
in the region, having made several financial and strategic
investments in Vietnam, including the establishment of a
manufacturing plant for his family business. Mr. Geicke also
co-founded the Pacific Alliance fund management
group, which has more than USD2 billion in assets under
management. Mr. Geicke was the President of the German
Chamber of Commerce in Hong Kong for four years and in 2005,
became the president of the European Chamber of Commerce
in Hong Kong. Mr. Geicke has a Masters degree in Economics
and Business Law from the University of Hamburg, Germany.
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Martin Glynn, Director

Bernard (‘Ben’) C. Grigsby, Director

Don Lam, Director

Martin Glynn has 30 years of experience in the financial
services industry. He has two degrees from Canadian
universities, worked first in the export finance industry and
then for HSBC for 24 years until his retirement in 2006.
He commenced his career at HSBC in Canada, ending up as
President and CEO of HSBC Bank Canada. He spent from 2003
to 2006 in the United States as President and CEO of HSBC
Bank USA, N.A. Mr. Glynn has extensive board experience
within the HSBC group of companies and externally, taking
on leadership roles in the profit and not-for-profit sectors.

Ben Grigsby has more than three decades of experience as a
senior and board level executive in the international capital
markets and financial services industry. Mr. Grigsby retired
from the Swiss Re-Insurance Group in December 2005, and
currently serves as a non-executive director of JP Morgan
Fleming Japan Smaller Companies Investment Trust Plc,
various funds managed by Tudor Investment Corp., LIM Asia
Multi-Strategy Fund Inc., Corney & Barrow Group Limited, and
is a member of the Board of Trustees of Washington & Lee
University, among other interests.

Don Lam is Co-founder and Chief Executive Officer of
VinaCapital Group Limited. He has overseen the Group’s
growth from manager of a single USD10 million fund in
2003 into a full-featured investment house managing four
funds worth almost USD2 billion and offering a complete
range of corporate finance and real estate advisory services.
Before founding VinaCapital, Mr. Lam was a partner at
PricewaterhouseCoopers (Vietnam) Limited, where he led
the Corporate Finance and Management Consulting practices
throughout the Indochina region. Mr. Lam has also held
management positions at Deutsche Bank and Coopers & Lybrand
in Vietnam and Canada.
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Report
of the Board
of Directors

The Board of Directors submits its report together with the
consolidated financial statements of Vietnam Opportunity
Fund Limited (“the Company”) and its subsidiaries (together
“the Group”) for the year ended 30 June 2008 (“the year”).

Board of Directors

The Group

Name

Vietnam Opportunity Fund Limited is incorporated in the
Cayman Islands as a company with limited liability. The
registered office of the Company is PO Box 309GT, Ugland
House, South Church Street, George Town, Grand Cayman,
Cayman Islands.
Particulars of the Group’s principal subsidiaries and associates
are set out in notes 6 and 10.

The members of the Board of Directors during the year and up
to the date of this report are:
Position

William Vanderfelt Chairman

Date of appointment/
resignation
10 December 2004

Jonathan Choi

Director

29 July 2003

Horst Geicke

Director

14 March 2003

Bernard Grigsby

Director

16 October 2006

Philip Skevington Director 16 October 2006/18 March 2008

Principal activities

Martin Glynn

Director

18 March 2008

The Company’s principal activity is to undertake various forms
of investment primarily in Vietnam and also in Cambodia, Laos
and Southern China. The Company mainly invests in listed
and unlisted companies, debt instruments, private equity and
real estate assets and other opportunities with the objective
of achieving medium to long-term capital appreciation and
investment income.

Don Lam

Director

18 March 2008

The principal activities of the subsidiaries are financial services,
property investment, hospitality management and retailing.

Results and dividend
The results of the Group for the year ended 30 June 2008
and the state of its affairs as at that date are set out in the
consolidated financial statements on pages 34 to 64.
The Board of Directors do not recommend a payment of
dividend during the year.

Auditors
The Group’s auditors, Grant Thornton (Vietnam) Ltd.,
have expressed their willingness to accept reappointment.

Subsequent event after the balance sheet date
Details of significant subsequent events which impact on the
financial position of the Group are set out in Note 37 to the
accompanying consolidated financial statements
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Directors’ interest in the Company
As at 30 June 2008, the interests of the Directors in the shares, underlying shares and debentures of the Company are as follows:

		

No. of shares

Direct

Indirect

Approximate % of holding

1,775,000

235,342

0.62%

Don Lam

905,859

235,342

0.35%

Bernard Grigsby

100,000

-

0.03%

William Vanderfelt

600,000

-

0.18%

20,000

-

0.006%

Horst Geicke

Martin Glynn

At the date of this report there had been no further changes in the above holdings.

Board of Directors’ responsibility in respect
of the consolidated financial statements
The Board of Directors is responsible for ensuring that the
consolidated financial statements are properly drawn up so
as to give a true and fair view of the financial position of the
Group as at 30 June 2008 and of the results of its operations
and its cash flows for the year ended on that date. When
preparing the consolidated financial statements, the Board of
Directors is required to:
1. adopt appropriate accounting policies which are supported by
reasonable and prudent judgements and estimates and then
apply them consistently;
2. comply with the disclosure requirements of International
Financial Reporting Standards or, if there have been any
departures in the interest of true and fair presentation, ensure

that these have been appropriately disclosed, explained and
quantified in the consolidated financial statements;
3. maintain adequate accounting records and an effective
system of internal control;
4. prepare the consolidated financial statements on a going
concern basis unless it is inappropriate to assume that
the Group will continue its operations in the foreseeable
future; and
5. control and direct effectively the Group in all material
decisions affecting its operations and performance and
ascertain that such decisions and/or instructions have been
properly reflected in the consolidated financial statements.
The Board of Directors is also responsible for safeguarding the
assets of the Group and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

The Board of Directors confirms that the Group has complied
with the above requirements in preparing the consolidated
financial statements.

Statement by the Board of Directors
In the opinion of the Board of Directors, the accompanying
consolidated balance sheet, consolidated statements of
income, changes in equity and cash flows, together with the
notes thereto, have been properly drawn up and give a true
and fair view of the financial position of the Group as at
30 June 2008 and the results of its operations and cash flows
for the year then ended in accordance with International
Financial Reporting Standards.
On behalf of the Board of Directors

William Vanderfelt
Chairman					
Ho Chi Minh City, Vietnam
26 November 2008
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The new Movenpick Hotel Hanoi, renovated and rebranded during 2008.
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Independent Auditors’ Report
To the shareholders of Vietnam Opportunity Fund Limited
We have audited the accompanying consolidated balance sheet of Vietnam Opportunity
Fund Limited and its subsidiaries (“the Group”) as of 30 June 2008, and the related
consolidated statements of income, changes in equity and cash flows for the year then
ended and a summary of significant accounting policies and other explanatory notes.
Management’s responsibility
for the consolidated financial statements

Management is responsible for the preparation and fair
presentation of these financial statements in accordance with
International Financial Reporting Standards. This responsibility
includes: designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit.
We conducted our audit in accordance with International
Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

Basis of opinion

Opinion

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend upon the
auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments,
the auditor considers internal controls relevant to the
entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation
of the financial statements.

In our opinion, the consolidated financial statements give a true
and fair view of the financial position of Vietnam Opportunity
Fund Limited and its subsidiaries as of 30 June 2008, and of
its financial performance and its cash flows for the year
then ended in accordance with International Financial
Reporting Standards.

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

GRANT THORNTON (VIETNAM) LTD.
Ho Chi Minh City, Vietnam
26 November 2008
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Consolidated
balance sheet
Notes

30 June 2008

30 June 2007

USD’000

USD‘000

ASSETS
Non-current
Investment property

7

30,212

16,852

Property, plant and equipment

8

2,885

3,027

Investment properties under development

9

7,980

2,239

Investments in associates

10

175,885

69,177

Long-term investments

11

11,926

1,954

Other long-term financial assets

1,170

1,721

Prepayments for operating leases

12

1,777

1,971

Goodwill

13

33

1,752

90

-

Deferred tax assets
Other non-current assets

46

129

Total non-current assets

232,004

98,822

Current
Inventories

14

5,326

4,755

Trade and other receivables

15

7,437

6,389

Receivables from related parties

33

65,697

60,484

Financial assets at fair value through profit or loss

16

372,187

624,575

Short-term investments

17

1,806

47,941

Deposits for acquisitions of investments

18

14,871

10,442

Cash and cash equivalents

19

24,286

71,377

Total current assets

491,610

825,963

Total assets

723,614

924,785
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Notes

30 June 2008

30 June 2007

USD’000

USD‘000

EQUITY
Equity attributable to shareholders of the parent:
Share capital

20

3,246

2,506

Additional paid-in capital

21

722,064

459,151

Revaluation reserve

22

18,463

17,717

Translation reserve
Retained earnings
Minority interest
Total equity

(846)

(664)

(74,050)

342,954

668,877

821,664

34,117

22,138

702,994

843,802

3,764

-

199

-

3,963

-

LIABILITIES
Non-current
Long-term borrowings and debts
Other long-term liabilities
Non-current liabilities
Current
Short-term borrowings and debts

1,069

-

Trade and other payables

23

6,021

4,821

Payables to related parties

33

9,502

74,985

Other liabilities

65

1,177

Current liabilities

16,657

80,983

Total liabilities

20,620

80,983

723,614

924,785

2.06

3.28

Total equity and liabilities
Net assets per share attributable to equity shareholders of
the parent (USD per share)
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Consolidated
Statement of Changes in Equity
Equity attributable to shareholders of the parent

1 July 2006
Currency translation

Share
capital

Additional
paid-in
capital

Translation
reserve

Revaluation
reserve

Retained
earnings

Minority
interest

Total
equity

USD‘000

USD‘000

USD‘000

USD‘000

USD‘000

USD‘000

USD‘000

1,227

164,950

(34)

-

78,787

14,084

259,014

-

-

(630)

-

-

-

(630)

Share of associate income and expense recognised directly in equity

-

-

-

17,717

-

-

17,717

Profit for the year ended 30 June 2007

-

-

-

-

264,167

1,196

265,363

Total recognised income and expense for the year

-

-

(630)

17,717

264,167

1,196

282,450

1,279

303,340

-

-

-

-

304,619

(9,139)

-

-

-

-

(9,139)

-

-

-

-

-

6,858

6,858

30 June 2007

2,506

459,151

(664)

17,717

342,954

22,138

843,802

1 July 2007

2,506

459,151

(664)

17,717

342,954

22,138

843,802

-

-

(182)

-

-

-

(182)

Issue of new shares
Placement fee
Acquisition of subsidiaries

Currency translation
Share of associate income and expense recognised directly in equity

-

-

-

9,382

-

-

9,382

Profit (loss) for the year ended 30 June 2008

-

-

-

-

(417,004)

1,347

(415,657)

Total recognised income and expense for the year

-

-

(182)

9,382

(417,004)

1,347

(406,457)

740

271,078

-

-

-

-

271,818

Placement fee

Issue of new shares

-

(8,165)

-

-

-

-

(8,165)

Allocated share of associate gain to minority interest

-

-

-

(8,636)

-

8,636

-

Acquisition of minority interest share in subsidiaries

-

-

-

-

-

(5,758)

(5,758)

Capital contribution from minority shareholder

-

-

-

-

-

7,754

7,754

3,246

722,064

(846)

18,463

(74,050)

34,117

702,994

30 June 2008
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Consolidated
Statement
of Income

Year ended
Notes

30 June 2008

30 June 2007

USD’000

USD‘000

Revenue

11,796

9,452

Cost of sales

(9,965)

(8,118)

Gross profit

1,831

1,334

(481,192)

315,206

12,573

1,124

Net changes in fair value of financial assets at fair value
through profit or loss

24

Gain on fair value adjustment of investment properties
Selling, general and administration expenses

25

(24,625)

(86,353)

Other operating income

26

6,620

598

Goodwill written-off/ negative goodwill

13

(1,719)

2,984

Other operating expenses

27

Operating (loss)/ profit

(1,305)

(692)

(487,817)

234,201

Financial income

28

12,604

13,266

Finance costs

29

(2,736)

(3,142)

62,292

21,038

Share profit of associates, net

72,160

31,162

(415,657)

265,363

-

-

Net (loss)/ profit for the year

(415,657)

265,363

Attributable to equity shareholders of the parent:

(417,004)

264,167

1,347

1,196

(1.41)

1.34

(Loss)/ profit before tax from continuing operations
Income tax

30

Attributable to minority interest
(Loss)/earnings per share (continuing operations and total
EPS) – basic and diluted (USD per share)

31
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Consolidated
Statement
of Cash Flows
Year ended

Year ended

30 June 2008

30 June 2007

USD’000

USD‘000

(415,657)

265,363

515

635

477,376

(255,441)

Net loss (gain) on disposal of financial assets

3,816

(59,765)

Gain on revaluation of investment properties

(12,573)

(1,124)

(5,622)

-

(423)

-

Operating activities
Net (loss)/ profit before tax
Adjustments
Depreciation and amortisation
Unrealised net loss (gain) on revaluation of financial assets

Gain on disposal of investments
Gain on written-off account balances
Provision for loan write-downs and doubtful debts

1,287

-

(62,292)

(21,038)

Write-off goodwill

1,719

-

Negative goodwill

-

(2,984)

Impairment loss

-

362

848

2,277

Interest and dividend income

(12,557)

(13,009)

Net loss before changes in working capital

(23,563)

(84,724)

(1,621)

(3,351)

Share of associates’ profits

Unrealised foreign exchange loss

Change in trade and other receivables
Change in inventories
Change in trade and other payables

(571)

(435)

(65,207)

(2,773)

(90,962)

(91,283)
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Year ended

Year ended

30 June 2008

30 June 2007

USD’000

USD‘000

Interest received

6,104

7,377

Dividends received

8,641

5,687

Purchases of investment property, plant, equipment
and other non-current assets

(7,159)

(1,651)

Acquisitions of subsidiaries, net of cash

(7,105)

(2,716)

(443,433)

(319,787)

(4,429)

-

Acquisitions of long-term investments

(11,400)

-

Proceeds from disposals of financial assets

215,305

179,896

Investments in associates

Investing activities

Purchases of financial assets
Deposits for acquisitions of investments

(32,585)

-

Proceeds from disposals of investments and fixed assets

7,541

3

Proceeds from loans prepaid and short-term investments

46,568

177

Loans provided

(2,662)

(34,514)

(224,614)

(165,528)

263,652

295,481

4,833

-

268,485

295,481

Financing activities
Net proceeds from shares issued
Proceeds from bank loans
Net (decrease) increase in cash and cash equivalents for the year

(47,091)

38,670

Cash and cash equivalents at the beginning of the year

71,377

32,707

Cash and cash equivalents at end of the year

24,286

71,377
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Notes to the Consolidated
Financial Statements

1. General information

Vietnam Opportunity Fund Limited is a limited liability
company incorporated in the Cayman Islands. The registered
office of the Company is PO Box 309GT, Ugland House, South
Church Street, George Town, Grand Cayman, Cayman Islands.
The Company’s primary objective is to undertake various
forms of investment primarily in Vietnam, Cambodia, Laos and
Southern China. The Company is listed on the AIM market of
the London Stock Exchange under the ticker symbol VOF.
The consolidated financial statements for the year ended
30 June 2008 were authorised for issue by the Board of
Directors on 26 November 2008.

2. Statement of compliance with IFRS and
adoption of new and amended standards
and interpretations
2.1. Statement of compliance with IFRS
The consolidated financial statements (the “financial statements”)
have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as issued by the International
Accounting Standards Board (IASB).

2.2. Changes in accounting policies
2.2.1. Overall considerations
The IASB and the International Financial Reporting
Interpretations Committee have issued various standards and
interpretations with an effective date after the date of this
financial information. The Group has not early adopted the
standards and interpretations that have been issued as they
are not yet effective. The most relevant for the Group are IAS 1
(Revised 2007) “Presentation of the Financial Statements”
(effective for annual periods beginning on or after 1 January 2009),
and IFRS 8 “Operating Segments” (effective for annual periods
beginning on or after 1 January 2009).
Upon adoption of IAS 1 (Revised 2007), the Group will
disclose its capital management objectives, policies and
procedures in each annual financial report and will have its
capital movements and other gains and losses presented
separately in the statement of changes in equity and
statement of recognised income and expenses. Upon
adoption of IFRS 8, the Group will disclose segmental
information when evaluating performance and deciding
how to allocate resources to operations.
The Directors do not anticipate that the adoption of these
standards and interpretations will have a material impact on
the financial statements in the period of initial application.
2.2.2. Adoption of IFRS 7, Financial Instruments: Disclosures
IFRS 7 introduces new disclosures to improve the information
about financial instruments. It requires the disclosure of
qualitative and quantitative information about exposure to
risks arising from financial instruments, including specified
minimum disclosures about credit risk, liquidity risk and
market risk, including sensitivity analysis to market risk.
The Group has applied IFRS 7 from the annual period
beginning 1 July 2007.
2.2.3. Standards, amendments and interpretations to existing
standards that are not yet effective and have not been adopted
early by the Group.
At the date of authorisation of these financial statements,
certain new standards, amendments and interpretations
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to existing standards have been published but are not yet
effective, and have not been adopted early by the Group.
IAS 23 Borrowing Costs (Revised)
(effective from 1 January 2009)
The revised standard requires the capitalisation of borrowing
costs, to the extent they are directly attributable to the
acquisition, production or construction of qualifying assets
that need a substantial period of time to get ready for their
intended use or sale. In accordance with the transitional
provisions of the revised standard the Group capitalises
borrowing costs relating to qualifying assets for which
the commencement date is on or after the effective date.
No retrospective restatement will be made for borrowing
costs that have been expensed for qualifying assets with a
commencement date before the effective date. The revised
standard will decrease the Group’s reported interest expense
and increase the capitalised cost of qualifying assets under
construction in future periods. The capitalisation is primarily
related to some of the Group’s development projects.
IFRS 3 Business Combinations (Revised 2008)
(effective from 1 July 2009)
The standard is applicable for business combinations occurring
in reporting periods beginning on or after 1 July 2009 and will be
applied prospectively. The new standard introduces changes to
the accounting requirements for business combinations, but still
requires use of the purchase method, and will have a significant
effect on business combinations occurring in reporting periods
beginning on or after 1 July 2009. The Group is required to
adopt Revised IFRS 3 for business combinations when the
acquisition date is on or after 1 July 2009, with prospective
application required.
IAS 27 Consolidated and Separate Financial Statements
(Revised 2008) (effective from 1 July 2009)
The revised standard introduces changes to the accounting
requirements for the loss of control of a subsidiary and for
changes in the Group’s interest in subsidiaries. Management
does not expect the standard to have a material effect on the
Group’s financial statements.

Annual Improvements 2008
The IASB has issued Improvements for International Financial
Reporting Standards 2008. Most of these amendments
become effective in annual periods beginning on or after
1 January 2009. The Group expects the amendment to
IAS 23 Borrowing Costs to be relevant to the Group’s
accounting policies. The amendment clarifies the definition
of borrowing costs by reference to the effective interest
method. This definition will be applied for reporting periods
beginning on or after 1 January 2009, however forecasts
indicate the effect to be insignificant. Smaller amendments
are made to several other standards, however, these
amendments are not expected to have a material impact on
the Group’s financial statements.

3. Summary of significant accounting policies

3.1. Presentation of consolidated financial statements
The financial statements are presented in United States dollars
(USD) and all values are rounded to the nearest thousand
(’000) unless otherwise indicated.
The significant accounting policies that have been used in
the preparation of these consolidated financial statements
are summarised below. These policies have been consistently
applied to all the years presented unless otherwise stated.
The preparation of consolidated financial statements in
accordance with IFRS requires the use of certain accounting
estimates and assumptions. Although these estimates are
based on management’s best knowledge of current events
and actions, actual results may ultimately differ from those
estimates. The areas involving a higher degree of judgment
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements, are
disclosed in Note 4 to the consolidated financial statements.
3.2. Basis of consolidation
The consolidated financial statements of the Group for the
year ended 30 June 2008 comprise the Company and its
subsidiaries (together referred to as the “Group”) and the
Group’s interests in associates and jointly controlled entities.

3.3. Subsidiaries
Subsidiaries are all entities over which the Group has the
power to control the financial and operating policies so as
to obtain benefits from their activities. In assessing control,
potential voting rights that presently are exercisable or
convertible, along with contractual arrangements, are taken
into account. Subsidiaries are fully consolidated from the
date on which control is transferred to the Group. They are
excluded from consolidation from the date that the control
ceases. Majority subsidiaries of the Group have a reporting
date of 30 June.
In addition, acquired subsidiaries are subject to application
of the purchase method. This involves the revaluation at
fair value of all identifiable assets and liabilities, including
contingent liabilities of the subsidiary, at the acquisition
date, regardless of whether or not they were recorded in the
financial statements of the subsidiary prior to acquisition.
On initial recognition, the assets and liabilities of the
subsidiary are included in the consolidated balance sheet at
their revalued amounts, which are also used as the basis for
subsequent measurement in accordance with the Group’s
accounting policies. Goodwill represents the excess of
acquisition cost over the fair value of the Group’s share of the
identifiable net assets of the acquired subsidiary at the date of
acquisition. Negative goodwill is immediately allocated to the
statement of income as at the acquisition date.
All inter-company balances and significant inter-company
transactions and resulting unrealised profits or losses
(unless losses provide evidence of impairment) are eliminated
on consolidation.
A minority interest represents the portion of the profit or
loss and net assets of a subsidiary attributable to an equity
interest that is not owned by the Group. It is based upon
the minority’s share of post-acquisition fair values of the
subsidiary’s identifiable assets and liabilities, except where
the losses applicable to the minority in the subsidiary exceed
the minority interest in the equity of that subsidiary. In such
cases, the excess and further losses applicable to the minority
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are taken to the consolidated statement of income, unless
the minority has a binding obligation to, and is able to, make
good the losses. When the subsidiary subsequently reports
profits, the profits applicable to the minority are taken to the
consolidated statement of income until the minority’s share
of losses previously taken to the consolidated statement of
income is fully recovered.
Changes in ownership interests in a subsidiary that do
not result in gaining or losing control of the subsidiary are
accounted for using the parent entity method of accounting
whereby the difference between the consideration paid and
the proportionate change in the parent entity’s interest in
the carrying value of the subsidiary’s net assets is recorded
as additional goodwill. No adjustment is made to the carrying
value of the subsidiary’s net assets as reported in the
consolidated financial statements.
3.4. Associates and jointly controlled entities
Associates are those entities over which the Group is able
to exert significant influence, generally accompanying
a shareholding of between 20% to 50% of voting rights,
but which are neither subsidiaries nor investments in
joint ventures. In the consolidated financial statements,
investments in associates are initially recorded at cost and
subsequently accounted for using the equity method.
A jointly controlled entity is a contractual arrangement
whereby two or more parties undertake an economic activity
where the strategic, financial and operating decisions relating
to the activity require the unanimous consent of the venturers.
Under the equity method, the Group’s interest in an associate
or jointly controlled entity is carried at cost and adjusted
for the post-acquisition changes in the Group’s share of the
associate’s or jointly controlled entity’s net assets less any
identified impairment loss, unless it is classified as held for
sale or included in a disposal group that is classified as held
for sale. The consolidated statement of income includes the
Group’s share of the post-acquisition, post-tax results of the
associate or jointly controlled entity for the year, including

any impairment loss on goodwill relating to the investment in
associate or jointly controlled entity recognised for the year.
All subsequent changes to the Group’s share of interest in the
equity of the associate are recognised in the carrying amount
of the investment. Changes resulting from the profit or loss
generated by the associate are reported within “Share profit
of associates, net” in profit or loss. These changes include
subsequent depreciation, amortisation or impairment of the
fair value adjustments of assets and liabilities.
When the Group’s share of losses in an associate or jointly
controlled entity equals or exceeds its interest in the associate
or jointly controlled entity, the Group does not recognise
further losses, unless it has legal or constructive obligations,
or made payments, on behalf of the associate or jointly
controlled entity.
Any excess of the cost of acquisition over the Group’s share
of the net fair value of the identifiable assets, liabilities and
contingent liabilities of an associate or jointly controlled entity
recognised at the date of acquisition is recognised as goodwill.
The cost of acquisition is measured at the aggregate of the
fair values, at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued by the
Group, plus any costs directly attributable to the investment.
Goodwill is included within the carrying amount of an
investment and is assessed for impairment as part of the
investment. After the application of the equity method, the
Group determines whether it is necessary to recognise an
additional impairment loss on the Group’s investments in
its associates and jointly controlled entities. At each balance
sheet date, the Group determines whether there is any
objective evidence that an investment in an associate or jointly
controlled entity is impaired. If such indications are identified,
the Group calculates the amount of impairment as being the
difference between the recoverable amount of the associate
or jointly controlled entity and its respective carrying amount.
Unrealised gains on transactions between the Group and its

associates and jointly controlled entities are eliminated to
the extent of the Group’s interest in an associate or jointly
controlled entity. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
asset transferred.
3.5. Functional and presentation currency
The consolidated financial statements are presented in United
States Dollars (USD) (“the presentation currency”). The
financial statements of each consolidated entity are prepared
in either USD or the currency of the primary economic
environment in which the entity operates (“the functional
currency”), which for most investments is Vietnamese Dong.
USD is used as the presentation currency because it is the
primary basis for the measurement of the performance of
the Group (specifically changes in the Net Asset Value of the
Group) and a large proportion of significant transactions of the
Group are denominated in USD.
3.6. Foreign currency translation
In the individual financial statements of the consolidated
entities, transactions arising in currencies other than the
functional currency of the individual entity are translated at
exchange rates in effect on the transaction dates. Monetary
assets and liabilities denominated in currencies other than
the functional currency of the individual entity are translated
at the exchange rates in effect at the balance sheet date.
Translation gains and losses and expenses relating to foreign
exchange transactions are recorded in the consolidated
statement of income.
In the consolidated financial statements all separate financial
statements of subsidiaries, if originally presented in a
currency different from the Group’s presentation currency, are
converted into USD. Assets and liabilities are translated into
USD at the closing rate of the balance sheet date. Income and
expenses are converted into the Group’s presentation currency
at the average rates over the reporting period. Any differences
arising from this translation are charged to the currency
translation reserve in equity.
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3.7. Revenue recognition
Goods and services rendered
Revenue from sale of goods is recognised in the consolidated
statement of income when the significant risks and rewards of
ownership have been transferred to the buyer. Revenue from
services rendered is recognised in the statement of income
in proportion to the stage of completion of the transaction at
the balance sheet date. No revenue is recognised if there are
significant uncertainties regarding the ultimate receipt of the
proceeds or the reasonable estimation of the associated costs of
the sale, or the possibility of the return of the goods.
Rental income
Rental income from investment property is recognised in the
consolidated statement of income on a straight-line basis over
the term of the lease. Lease incentives granted are recognised
as an integral part of the total rental income.
Interest income
Interest income is recognised on an accrual and, if applicable,
effective yield basis.
Dividend income
Dividend income is recorded when the Group’s right to receive
the dividend is established.
3.8. Expense recognition
Borrowing costs
Borrowing costs, comprising interest and related costs,
are recognised as an expense in the period in which they
are incurred, except for borrowing costs relating to the
construction of property, plant and equipment and investment
property under development, which are capitalised as a cost
of the related assets.
Operating lease payments
Payments made under operating leases are recognised in the
consolidated statement of income on a straight-line basis over
the term of the lease. Lease incentives received are recognised
in the statement of income as an integral part of the total
lease expense.

Finance lease payments
Minimum lease payments are apportioned between the
finance charge and the reduction of the outstanding liability.
The finance charge is allocated to each period during the lease
term so as to produce a constant periodic rate of interest on
the remaining balance of the liability.
3.9. Intangible assets
Intangible assets that are acquired by the Group are stated at cost
less accumulated amortisation and impairment losses. Expenditure
on internally generated goodwill and brands is recognised in the
statement of income as an expense when incurred.
Amortisation
Amortisation is charged to the statement of income on a
straight-line basis over the estimated useful lives of intangible
assets unless such lives are indefinite. Intangible assets with an
indefinite useful life are systematically tested for impairment
at each balance sheet date. Other intangible assets are
amortised from the date they are available for use. The
estimated useful lives are as follows:
Software 			

3 to 5 years

3.10. Goodwill
Goodwill represents the excess of the cost of acquisition of
subsidiary companies and associated companies over the
Group’s share of the fair value of their identifiable net assets
at the date of acquisition.
Goodwill is recognised at cost less any accumulated
impairment losses. The carrying value of goodwill is subject
to an annual impairment review and whenever events
or changes in circumstances indicate that it may not be
recoverable. An impairment charge will be recognised in
the statement of income when the results of such a review
indicate that the carrying value of goodwill is impaired (see
accounting policy 3.17).
Negative goodwill represents the excess of the Group’s interest
in the fair value of identifiable net assets and liabilities over
cost of acquisition. It is recognised directly in the statement of

income at the date of acquisition.
Gains and losses on disposal of an entity include the carrying
amount of goodwill relating to the entity disposed of.
3.11. Investment properties
Investment properties are properties owned or held under
finance lease to earn rentals or capital appreciation, or both,
or held for a currently undetermined use. Property held
under operating leases (including leasehold land) that would
otherwise meet the definition of investment property is
classified as investment property on a property by property
basis. If a leased property does not meet this definition it is
recorded as an operating lease.
Investment properties are stated at fair value. Two
independent valuation companies, with appropriately
recognised professional qualifications and recent experience
in the location and category being valued, value each property
each year. On the valuation date, the fair value is estimated
assuming that there is an agreement between a willing buyer
and a willing seller in an arm’s length transaction after proper
marketing; wherein the parties had each acted knowledgeably,
prudently and without compulsion. The valuations are prepared
based upon direct comparison with sales of other similar
properties in the area and the expected future discounted cash
flows of a property using a yield that reflects the risks inherent
in those cash flows. Valuations are reviewed and approved
by the Valuation Committee of the Board of Directors. The
Valuation Committee may adjust valuations if there are factors
that the external independent valuers have not considered in
their determination of a property’s fair value.
Any gain or loss arising from a change in fair value is
recognised in the income statement. Rental income from
investment property is accounted for as described in the
accounting policy 3.7.
When an item of property, plant and equipment is transferred
to investment property following a change in its use, any
differences arising at the date of transfer between the
carrying amount of the item immediately prior to transfer
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and its fair value is recognised directly in equity if it is a gain.
Upon disposal of the item the gain is transferred to retained
earnings. Any loss arising in this manner is recognised in the
statement of income immediately.
Property where more than 10% of the property is occupied by
the Group for the production or supply of goods and services,
or for administration purposes, is accounted for as property,
plant and equipment (see accounting policy 3.13).
3.12. Investment property under development
Property that is being constructed or developed for future use
as investment property is classified as investment property
under development (development projects) and stated at
cost until construction or development is complete, at which
time it is reclassified and subsequently accounted for as
investment property. At the date of transfer, the difference
between fair value and cost is recorded as income in the
consolidated statement of income.
All costs directly associated with the purchase and
construction of a property, and all subsequent capital
expenditures for the development qualifying as acquisition
costs are capitalised.
Borrowing costs are capitalised if they are directly attributable
to the acquisition, construction or production of a qualifying
asset. Capitalisation of borrowing costs commences when the
activities to prepare the asset are in progress and expenditures
and borrowing costs are being incurred. Capitalisation of
borrowing costs continues until the assets are substantially
ready for their intended use. If the resulting carrying amount
of the asset exceeds its recoverable amount, an impairment
loss is recognised. The capitalisation rate is arrived at by
reference to the actual rate payable on borrowings for
development purposes or, with regard to that part of the
development cost financed out of general funds, to the
average rate.
3.13. Property, plant and equipment
Owned assets
All property, plant and equipment, except buildings, are stated
at cost less accumulated depreciation and impairment

losses (see accounting policy 3.17). The cost of
self-constructed assets includes the cost of materials,
direct labour, overheads and the initial estimate of the
costs of dismantling and removing the items and
restoring the site on which they are located.

reliably. The carrying values of any parts replaced as a result of
such replacements are expensed at the time of replacement.
All other costs associated with the maintenance of property,
plant and equipment are recognised in the statement of
income as incurred.

Buildings are revalued to fair value in accordance with the
methods set out in accounting policy 3.11. Any surplus arising
on the revaluation is recognised in a revaluation reserve
within equity, except to the extent that the surplus reverses
a previous revaluation deficit on the building charged to the
consolidated statement of income, in which case a credit
to that extent is recognised in the consolidated statement
of income. Any deficit on revaluation is charged in the
consolidated statement of income except to the extent that
it reverses a previous revaluation surplus on a building,
in which case it is taken directly to the revaluation reserve.
Any revaluation surplus remaining in equity on disposal of the
asset is transferred to retained earnings.

Depreciation
Depreciation is charged to the statement of income on
a straight-line basis over the estimated useful lives of
property, plant and equipment, and major components that
are accounted for separately. The estimated useful lives are
as follows:

If an investment property is reclassified as property, plant and
equipment its fair value at the date of reclassification becomes
its deemed cost for subsequent accounting.
Where parts of an item of property, plant and equipment have
different useful lives, they are accounted for as separate items
of property, plant and equipment.
Leased assets
Leases under the terms of which the Group assumes
substantially all the risks and rewards of ownership are
classified as finance leases. Property, plant and equipment and
investment property acquired by way of a finance lease is stated
at an amount equal to the lower of its fair value and the present
value of the minimum lease payments at inception of the lease,
less accumulated depreciation and impairment losses.
Subsequent expenditure
The Group recognises in the carrying amount of an item of
property, plant and equipment the cost of replacing part of
such an item when that cost is incurred if it is probable that
the future economic benefits embodied with the item will
flow to the Group and the cost of the item can be measured

Buildings and leasehold land improvement
Plant and machinery
Office equipment, furniture and fixtures
Motor vehicles

5 to 20 years
5 to 10 years
4 to 9 years
5 to 10 years

Material residual value estimates and estimates of useful lives
are reviewed at least annually, irrespective of whether assets
are revalued.
Assets held under finance leases which do not transfer title to
the assets to the Group at the end of the lease are depreciated
over the shorter of the estimated useful lives shown above
and the term of the lease.
3.14. Leases
Leases under the terms of which the Group assumes
substantially all the risks and rewards of ownership are
classified as finance leases (see accounting policy 3.13).
Leases which do not transfer substantially all the risks and
rewards of ownership to the Group are classified as operating
leases. Where the Group has the use of an asset held under an
operating lease, payments made under the lease are charged
to the statement of income on a straight line basis over the
term of the lease. Prepayments for operating leases represent
property held under operating leases where a portion, or all,
of the lease payments have been paid in advance, and the
properties cannot be classified as an investment property.
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3.15. Financial assets
Financial assets are divided into the following categories: loans
and receivables; and financial assets at fair value through
profit or loss, available for sale financial assets; and financial
assets held to maturity.
Management determines the classification of its financial
assets at initial recognition depending on the purpose for
which the financial assets were acquired. Where allowed and
appropriate management re-evaluates this designation at each
reporting date. The designation of financial assets is based
on the investment strategy set out in the Group’s Admission
Document to the London Stock Exchange’s Alternative
Investment Market, dated 24 September 2003.
All financial assets are recognised when, and only when, the
Group becomes a party to the contractual provisions of the
instrument. When financial assets are recognised initially,
they are measured at fair value, plus, in the case of
investments not at a fair value through profit or loss,
directly attributable transaction costs.
Derecognition of financial assets occurs when the rights
to receive cash flows from the investments expires or are
transferred and substantially all of the risks and rewards of
ownership have been transferred. At each balance sheet
date, financial assets are reviewed to assess whether there
is objective evidence of impairment. If any such evidence
exists, any impairment loss is determined and recognised
based on the classification of the financial assets.
The Group’s financial assets consist primarily of listed, unlisted
equities, bonds, loans and receivables.
Loans and receivables
All loans and receivables, except trustee loans, are nonderivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial
recognition these are measured at amortised cost using the
effective interest method, less provision for impairment.
Any change in their value is recognised in profit or loss.
The Group’s trade and most other receivables fall into this

category of financial instruments. Discounting, however,
is omitted where the effect of discounting is immaterial.
Significant receivables are considered for impairment on a
case-by-case basis when they are overdue at the balance sheet
date or when objective evidence is received that a specific
counterparty will default.
Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss include
financial assets that are either classified as held for trading
or are designated by the entity to be carried at fair value
through profit or loss upon initial recognition. By definition, all
derivative financial instruments that do not qualify for hedge
accounting fall into this category. Other financial assets at fair
value through profit or loss held by the Company include listed
and unlisted securities and trustee loans.
Any gain or loss arising from derivative financial instruments is
based on changes in fair value, which is determined by direct
reference to active market transactions or using industry
standard valuation techniques where no active market exists.
Financial assets at fair value through profit and loss include
trustee loans to banks and other parties where the Group
receives interest and other income on the loans calculated
based on the proceeds from the sales of specific assets held
by the counterparties. Fair value is determined based on the
expected future discounted cash flows from each loan.
Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial
assets that do not qualify for inclusion in any of the other
categories of financial assets. All financial assets within this
category are subsequently measured at fair value. Gains and
losses arising from changes in their fair values are recognised
directly in equity, except for impairment losses, until the financial
asset is derecognised, at which time the cumulative gain or
loss previously recognised in equity would be recognised in the
statement of income.
For available for sale investment in equity securities that do
not have a quoted market price in an active market and whose

fair value cannot be reliably measured, they are measured
at cost less any identified impairment losses at each balance
sheet date subsequent to initial recognition.
Held-to-maturity investments
Held-to-maturity investments are non-derivative financial
assets with fixed or determinable payments and fixed
maturities. Investments are classified as held-to-maturity if
it is the intention of the Group to hold them until maturity.
The Group currently holds bonds which fall within this
category of financial assets.
Held-to-maturity investments are subsequently measured at
amortised cost using the effective interest rate method.
In addition, if there is objective evidence that the investment
has been impaired, the financial asset is measured at the
present value of estimated cash flows. Any changes to
the carrying amount of the investment are recognised in the
statement of income.
3.16. Inventories
Inventories are stated at the lower of cost and net realisable
value. Cost includes all expenses directly attributable to the
manufacturing process as well as suitable portions of related
production overheads, based on normal operating capacity.
Financing costs are not taken into consideration. Costs of
ordinarily interchangeable items are assigned using the first
in, first out cost formula. Net realisable value is the estimated
selling price in the ordinary course of business less any
applicable selling expenses.
3.17. Impairment of assets
The Group’s goodwill; intangible assets; operating lease
prepayments; property, plant and equipment; property held for
development; and interests in associates and jointly controlled
entities are subject to impairment testing.
For the purpose of assessing impairment, assets are grouped
at the lowest levels for which there are separately identifiable
cash flows (cash-generating units). As a result, some assets
are tested individually for impairment and some are tested at
cash-generating unit level. Goodwill in particular is allocated to
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those cash-generating units that are expected to benefit from
synergies of the related business combination and represent
the lowest level within the Group at which management
controls the related cash flows.
All individual assets or cash generating units are tested for
impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.
An impairment loss is recognised as an expense immediately
for the amount by which the asset’s carrying amount exceeds
its recoverable amount unless the relevant asset is carried at a
revalued amount under the Group’s accounting policy, in which
case the impairment loss is treated as a revaluation decrease
according to that policy. The recoverable amount is the higher
of fair value, reflecting market conditions less costs to sell, and
value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the
time value of money and the risks specific to the assets.

However, the deferred income tax is not accounted for if
it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time
of the transaction affects neither accounting nor taxable profit
or loss.
Deferred tax assets and liabilities are calculated, without
discounting, at tax rates that are expected to apply to their
respective period of realisation, provided they are enacted
or substantially enacted at the balance sheet date. Most
changes in deferred tax assets or liabilities are recognised as
a component of tax expense in the statement of income. Only
changes in deferred tax assets or liabilities that relate to a
change in value of assets or liabilities that is charged directly to
equity are charged or credited directly to equity.
3.19. Cash and cash equivalents
Cash and cash equivalents include cash at bank and in hand
as well as short term highly liquid investments such as money
market instruments and bank deposits with an original
maturity term of not more than three months.

3.18. Income taxes
Current income tax assets and/or liabilities comprise those
obligations to, or claims from, fiscal authorities relating to
the current or prior reporting periods that are unpaid at
the balance sheet date. They are calculated according to
the tax rates and tax laws applicable to the fiscal periods to
which they relate based on the taxable profit for the year. All
changes to current tax assets or liabilities are recognised as a
component of tax expense in the statement of income.

3.20. Equity
Share capital is determined using the nominal value of shares
that have been issued. Additional paid-in capital includes any
premiums received on the initial issuance of the share capital.
Any transaction costs associated with the issuing of shares are
deducted from additional paid-in capital, net of any related
income tax benefits.

Deferred income taxes are calculated using the liability method
on temporary differences. This involves the comparison of the
carrying amounts of assets and liabilities in the consolidated
financial statements with their respective tax bases. In
addition, tax losses available to be carried forward as well
as other income tax credits to the Group are assessed for
recognition as deferred tax assets.

Currency translation differences on net investment in foreign
operations are included in the translation reserve.

Deferred tax liabilities are always provided for in full. Deferred
tax assets are recognised to the extent that it is probable that
they will be able to be offset against future taxable income.

Revaluation reserve represents the surplus arising on the
revaluation of the Group’s owned buildings which are
classified under property, plant and equipment.

Retained earnings include all current and prior period results as
disclosed in the consolidated statement of changes in equity.
3.21. Financial liabilities
The Group’s financial liabilities include trade and other
payables and other liabilities.

Financial liabilities are recognised when the Group becomes
a party to the contractual agreements of the instrument.
All interest related charges are recognised as an expense in
finance costs in the statement of income.
Trade payables are recognised initially at their fair value and
subsequently measured at amortised cost, using the effective
interest rate method.
Borrowings are raised for support of long term funding of the
Group’s investments. They are recognised at fair value.
A financial liability is derecognised when the obligation under
the liability is discharged or cancelled or expires.
3.22. Provisions, contingent liabilities and contingent assets
Provisions are recognised when present obligations will
probably lead to an outflow of economic resources from the
Group that can be reliably estimated. A present obligation
arises from the presence of a legal or constructive obligation
that has resulted from past events. Provisions are not
recognised for future operating losses.
Provisions are measured at the estimated expenditure
required to settle the present obligation, based on the most
reliable evidence available at the balance sheet date, including
the risks and uncertainties associated with the present
obligation. Where there are a number of similar obligations,
the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole.
Long term provisions are discounted to their present values,
where the time value of money is material.
All provisions are reviewed at each balance sheet date and
adjusted to reflect the current best estimate of Group’s
management.
The Group does not recognise a contingent liability but
discloses its existence in the financial statements. A contingent
liability is a possible obligation that arises from past events
whose existence will be confirmed by uncertain future events
beyond the control of the Group or a present obligation that
is not recognised because it is not probable that an outflow of
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resources will be required to settle the obligation.
A contingent liability also arises in the rare circumstance
where there is a liability that cannot be recognised because
it cannot be measured reliably.
A contingent asset is a possible asset that arises from past events
that’s existence will be confirmed by uncertain future events
beyond the control of the Group. The Group does not recognise
contingent assets but discloses their existence when inflows of
economic benefits are probable, but not virtually certain.
3.23. Related parties
Parties are considered to be related if one party has the ability
to control the other party or exercise significant influence over
the other party in making financial or operational decisions.
Parties are considered to be related to the Group if:
1. directly or indirectly, a party controls, is controlled by, or is
under common control with the Group; has an interest in
the Group that gives it significant influence over the Group;
or has joint control over the Group;
2. a party is a jointly-controlled entity;
3. a party is an associate;
4. a party is a member of the key management personnel of
the Group; or
5. a party is a close family member of the above categories.
3.24. Segment reporting
An investment segment is a group of assets that are subject
to risks and returns that are different from those of other
business segments.
A geographical segment is a particular economic environment
that is subject to risks and return that are different from those
of segments operating in other economic environments.
3.25. Earnings per share and net asset value per share
The Group presents basic earnings per share (EPS) for its
ordinary shares. Basic EPS is calculated by dividing the profit
or loss attributable to the ordinary shareholders by the
weighted average number of ordinary shares outstanding
during the year.

Net asset value (NAV) per share is calculated by dividing the
net asset value attributable to ordinary shareholders of the
Company by the number of outstanding ordinary shares as at
the balance sheet date. Net asset value is determined as total
assets less total liabilities and minority interest.

4. Critical accounting estimates and judgements

When preparing the financial statements management
undertakes a number of judgements, estimates and
assumptions about recognition and measurement of assets,
liabilities, income and expenses. The actual results may differ
from the judgements, estimates and assumptions made by
management, and will seldom equal the estimated results.
Information about significant judgements, estimates and
assumptions that have the most significant effect on recognition
and measurement of assets, liabilities, income and expenses are
discussed below.
Fair value of investment properties and buildings
The investment properties and buildings of the Group are stated
at fair value in accordance with the accounting policies 3.11. The
fair values of investment properties and buildings have been
determined by independent professional valuers including: CB
Richard Ellis; Savills; Colliers and Sallmans. These valuations are
based on certain assumptions, which are subject to uncertainty
and might materially differ from the actual results.
Fair value of financial instruments
For unlisted securities which are traded in active market, the
fair value is the average quoted bid price obtained from a
minimum sample of three reputable securities companies at
the balance sheet date.
The fair value of financial instruments that are not traded
in an active market (for example, unlisted securities where
market prices are not readily available) is determined by using
valuation techniques. The Group uses its judgement to select
a variety of methods and make assumptions that are mainly
based on market conditions existing at each balance sheet date.
The outcome may vary from the actual prices that would be
achieved in an arm’s length transactions at the reporting date.

Impairment
Trade and other receivables
The Group’s management considers the need to provide for
the impairment of trade and other receivables on a regular
basis. This estimate is based on the credit history of its
customers and prevailing market conditions.
Other assets
The Group’s goodwill; intangible assets; operating lease
prepayments; property, plant and equipment; property held
for development; and interests in associates and jointly
controlled entities are subject to impairment testing in
accordance with the accounting policy stated in note 3.17.
In the process of reviewing for impairment the Group’s
management makes assumptions about future cash flows and
discount rates associated with market risk and asset specific
risk factors. The impairment assessment is an estimate and
consequently the actual results achieved if the assets were
disposed at the balance sheet date may differ to the current
book value recorded by the Group.
Business combinations
On initial recognition, the assets and liabilities of the acquired
business are included in the consolidated statement of
financial position at their fair values. In measuring fair
value management uses estimates about future cash flows
and discount rates or independence valuation reports for
investment properties and buildings, however, the actual
results may vary. Any measurement changes upon initial
recognition would affect the measurement of goodwill. Details
of acquired assets and liabilities are given in note 6.
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5. Segment reporting

As at 30 June 2008

As at 30 June 2007

Vietnam

Outside
Vietnam

Total

Vietnam

Outside
Vietnam

Total

USD’000

USD’000

USD’000

USD‘000

USD‘000

USD‘000

360,516

12,078

372,594

582,939

31,444

614,383

24,205

-

24,205

26,015

-

26,015

302,438

-

302,438

161,213

-

161,213

22,085

2,202

24,287

121,626

1,548

123,174

709,244

14,280

723,524

891,793

32,992

924,785

Total assets
Capital markets
Private equity
Real estate
Cash

Year ended 30 June 2008

Year ended 30 June 2007

Vietnam

Outside
Vietnam

Total

Vietnam

Outside
Vietnam

Total

USD’000

USD’000

USD’000

USD‘000

USD‘000

USD’000

- (500,948)

228,442

9,196

237,638

Net profit (loss)
Capital markets
Private equity
Real estate
Cash

(500,948)
2,916

-

2,916

(9,537)

-

(9,537)

76,386

-

76,386

30,960

-

30,960

5,976

13

5,989

2,994

3,308

6,302

13 (415,657)

252,859

12,504

265,363

(415,670)

Segment information is presented in respect to the Group’s investment and geographical
segments. The primary reporting format, investment segments, is based on the investment
manager’s management and monitoring of investments. Investments are allocated into four
main segments: capital markets, private equity, real estate (including real estate related
loans) and cash (including term deposits and bonds). The Group’s secondary reporting format,
geographical segments, includes Vietnam and the regions outside Vietnam.
To determine the geographical segments for financial instruments the following rules have been applied:
• Listed shares − place of primary listing;
• Unlisted shares − place of incorporation of the issuer;
• Private equity − place of incorporation of the issuer;
• Real estate − location of property; and
• Cash − place of deposit.
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6. Acquisition of subsidiaries and associates

Additional acquisition of Vietnam Hospitality Ltd.
As of 30 June 2007, the Group held a beneficial interest of 80% in Vietnam Hospitality Ltd, a
company incorporated in the British Virgin Islands. The principal activity of this company is to
jointly invest and manage S.E.M Thong Nhat Hotel Metropole project which is a five-star hotel
located in Vietnam. On 5 March 2008, the Group acquired an additional 20% interest in Vietnam
Hospitality Ltd. and this acquisition increased the Group’s beneficial ownership in Vietnam
Hospitality to 100%. The total cost of the additional acquisition was USD7.1 million which was
settled in cash.

Acquisition VinaCapital Dai Phuoc Corporation (Dai Phuoc Lotus Project)
On 1 April 2008, the Group acquired 100% interest in Allright Assets Limited, a company
incorporated in the British Virgin Islands by VinaLand Ltd, a related party, which owned 18%
interest in VinaCapital Dai Phuoc Corporation (Dai Phuoc Lotus Project). The principal activity of
this project is to invest and build up an urban residential and resort area of about 200ha located
in Vietnam. The total cost of the acquisition was USD21,017,235, which was settled in cash.
The fair value amounts recognised for each class of the acquiree’s assets, liabilities and
contingent liabilities at the acquisition date were as follows:

The fair value amounts recognised for each class of the acquiree’s assets, liabilities and
contingent liabilities at the acquisition date were as follows:

Assets

USD’000

Current assets
Cash and cash equivalents

USD’000

Current liabilities
5,522

Investment in subsidiary

31,311

Total current assets

36,833

Non-current asset

Total

Liabilities
Payable to related party
Total current liabilities

USD’000

Current assets
1,104
1,104

Equity

36,833

Assets
Cash and cash equivalents

12,629

21,017

Total current assets

21,019

Retained earnings

23,100
36,833

Total

USD’000

Current liabilities
2

Investment in associate
Non-current asset

Share capital

Liabilities

21,019

Payable to related party

21,019

Total current liabilities

21,019

Equity

21,019

Allright Assets Limited and VinaCapital Dai Phuoc Corporation contributed a profit of USD4.55
million to the consolidated profit for the period from 1 April 2008 to the balance sheet date.

50 VOF 2008 Annual Report

Particulars of significant subsidiaries

Name

7. Investment properties

Nominal value
of issued share
Place of capital/registered
incorporation/
capital
operations
USD

Percentage
interest held by
the Group

Principal
activities

Asia Value Investment Ltd

BVI

50,000

100%

Investment

Vietnam Enterprise Ltd

BVI

50,000

100%

Investment

Vietnam Investment
Property Ltd

BVI

50,000

100%

Investment

Vietnam Investment
Property Holdings Ltd

BVI

50,000

100%

Investment

Vietnam Investment Ltd

BVI

50,000

100%

Investment

Vietnam Ventures Ltd

BVI

50,000

100%

Investment

VOF Investment Ltd

BVI

50,000

100%

Investment

Vina QSR Limited

BVI

50,000

100%

Investment

Singapore

3,384,000

100%

Building
materials

Vietnam

23,400,000

75%

Building
materials

Singapore

3,480,000

57.7%

Hospitality

Bivi Investment JS Co.
Ltd.

Vietnam

2,009,024

100%

Investment

Pegasus Leisure Limited

BVI

2,475,000

100%

Property

Indochina Building
Supplies Pte Ltd.
American Home
Limited
Indotel Limited

Opening balance
Acquisition of a subsidiary
Additions

30 June 2008

30 June 2007

USD’000

USD‘000

16,852

-

-

14,000

931

1,728

Net gain on fair value adjustments

12,429

1,124

Closing balance

30,212

16,852

30 June 2008

30 June 2007

USD’000

USD‘000

25,339

14,000

Binh Trieu Apartment project

2,818

1,728

1,124

1,124

931

-

30,212

16,852

In which:

A&B Tower project

Saigon Water Park

Vietnam

3,536,000

100%

Property

Vista Villas project

A&B JSC

Vietnam

1,476,254

50.1%

Property

Marie Curie Suites project

Allright Assets Limited

BVI

100

100%

Investment

Vietnam Hospitality Ltd.

BVI

50,000

100%

Investment

PA Investment
Opportunity II Limited

BVI

23,104,000

66.4%

Investment

VinaSugar Holding
Limited

BVI

nil

100%

Investment

The net gain on fair value adjustments of investment properties relates to the revaluation of
the leasehold land for A&B Tower project and Binh Trieu Apartment project during the year by
independent professional qualified valuers mentioned in Note 4.
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8. Property, plant and equipment
For the year ended 30 June 2008:

Buildings and
leasehold land
improvements

Plant and
machinery

Office
equipment

Furniture and
fixtures

Motor
vehicles

Construction in
progress (CIP)

Total

USD‘000

USD‘000

USD‘000

USD‘000

USD‘000

USD‘000

USD‘000

6,203

15,158

5,447

544

396

-

27,748

Gross carrying amount
1 July 2007
Transfer from CIP
New purchases
Disposals
Write-off

13

-

-

7

(20)

-

-

92

3

9

-

264

368

(1)

-

-

(14)

-

-

(15)

(38)

-

(173)

(9)

-

-

(220)

Translation differences

(259)

(637)

(130)

(22)

(17)

-

(1,065)

30 June 2008

5,918

14,613

5,147

515

379

244

26,816

(3,490)

(14,968)

(5,443)

(461)

(359)

-

(24,721)

(273)

(80)

(2)

(35)

(9)

-

(399)

Disposals

1

-

-

15

-

-

16

Write-off

38

-

173

9

-

-

220

156

632

130

20

15

-

953

(3,568)

(14,416)

(5,142)

(452)

(353)

-

(23,931)

1 July 2007

2,713

190

4

83

37

-

3,027

30 June 2008

2,350

197

5

63

26

244

2,885

Depreciation and impairment
1 July 2007
Charge for the year

Translation differences
30 June 2008
Carrying amount
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For the year ended 30 June 2008

Buildings and
leasehold
improvements

Plant and machinery

Office equipment

Furniture and fixtures

Motor vehicles

Total

USD’000

USD’000

USD’000

USD’000

USD’000

USD’000

6,495

15,759

5,602

556

407

28,819

18

-

1

2

-

21

Gross carrying amount
1 July 2006
New purchases

7

-

-

3

-

10

Disposals

Acquisition of subsidiary

(7)

-

(12)

(4)

(14)

(37)

Write offs

(99)

-

(96)

-

-

(195)

Translation differences

(211)

(600)

(48)

(13)

4

(868)

30 June 2007

6,203

15,159

5,447

544

397

27,750

(3,452)

(15,514)

(4,729)

(465)

(383)

(24,543)

(241)

(45)

(267)

(17)

(4)

(574)

Depreciation and impairment
1 July 2006
Charge for the year
Disposals

5

-

11

4

14

34

Impairment loss

-

-

(594)

-

-

(594)

Write offs

99

-

96

-

-

195

Translation differences

99

590

40

17

13

759

(3,490)

(14,969)

(5,443)

(461)

(360)

(24,723)

1 July 2006

3,043

245

873

91

24

4,276

30 June 2007

2,713

190

4

83

37

3,027

30 June 2007
Carrying amount

VOF 2008 Annual Report 53

9. Investment properties under development

10. Investments in associates

30 June 2008

30 June 2007

30 June 2008

30 June 2007

USD’000

USD‘000

USD’000

USD‘000

Opening balance

2,239

2,272

Opening balance

69,177

23,845

Additional costs incurred

5,801

-

Additions from acquisition of associates, net – Note 33

36,733

9,869

(60)

(33)

Share of associates’ profits, net – Note 33

62,292

21,038

7,980

2,239

Translation difference
Closing balance
Including

9,382

17,717

Reversal of impairment losses

Share of associates’ change in revaluation reserves – Note 22

-

232

Transferred to financial assets at fair value through profit or loss

-

(1,544)

(29)

-

A&B Tower project

5,193

923

Translation differences

Marie Curie Suites project

1,453

645

Dividends received

Vista Villas project

1,135

633

Closing balance

199

33

Binh Trieu Apartment project
Other

-

5

7,980

2,239

The closing balance consists of

Hung Vuong Corporation

(1,670)

(1,980)

175,885

69,177

30 June 2008

30 June 2007

USD’000

USD‘000

11,974

9,703

International School of Ho Chi Minh City

2,406

1,842

Kinh Do Property Limited

9,371

5,197

Phong Phu Investment Development Ltd.

1,873

768

T.D Corporation

1,052

1,114

Saigon Golf

10,581

1,250

S.E.M Thong Nhat Hotel Metropole

47,189

32,320

Pho Viet JV
VinaCapital Dai Phuoc Corporation
House and Urban Development Financial Investment Co.
Subsidiaries of VinaLand Limited
Total

3,839

2,349

25,650

-

3,224

-

58,726

14,634

175,885

69,177
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Particulars of operating associates and their summarised financial information, extracted from their audited/unaudited and/or management accounts as at 30 June 2008 are as follows:
Incorporation/
Equity
operation interest held

Principle
activity

Account
status

%

Assets

Liabilities

Revenue

Profit/(loss)

USD’000

USD’000

USD’000

USD’000

Hung Vuong Corporation

Vietnam

36.6

Property

Reviewed

58,343

45,294

6,423

1,780

International School of Ho Chi Minh City

Vietnam

35

Education

Management account

12,132

8,857

11,758

1,692

Kinh Do Property Limited

Vietnam

23.3

Property

Reviewed

38,798

2,414

-

(899)

Phong Phu Investment Development Ltd.

Vietnam

30

Investment

Reviewed

30,613

25,644

58

(50)

T.D Corporation

Vietnam

30

Property

Management account

3,425

97

-

(209)

Saigon Golf

Vietnam

20

Property

Reviewed

7,734

-

-

(386)

S.E.M Thong Nhat Hotel Metropole

Vietnam

36.06

Hospitality

Reviewed

47,452

6,467

26,458

5,641

Vietnam Property Holding Ltd.

BVI

25

Property

Audited

131,900

79,826

-

43,337

Prosper Big Ltd

BVI

25

Property

Audited

70,432

134

-

(321)

VinaCapital Danang Resorts Ltd

BVI

25

Property

Audited

71,289

27,660

-

37,104

Perimeter Investment Ltd

BVI

25

Property

Audited

1,089

1,092

-

(3)

Merrytime International Ltd

BVI

20

Property

Audited

3,086

3,092

-

(6)

VinaCapital Commercial Center Ltd (*)

BVI

21.55

Property

Audited

84,479

3,404

-

71,513

VinaCapital Development Ltd

BVI

25

Property

Audited

540

540

-

-

Bantam Investment Ltd

BVI

25

Property

Audited

5,417

5,417

-

-

Avante Global Ltd

BVI

25

Property

Audited

1,810

1,810

-

-

Pacific Alliance Land Ltd

BVI

25

Property

Audited

47,950

47,629

-
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Hoi An Development

BVI

25

Property

Audited

142

142

-

-

Daybreak Overseas Ltd

BVI

25

Property

Audited

1,810

1,810

-

-

Vietnam

30

Property

Reviewed

5,990

3

-

(18)

VinaCapital Dai Phuoc Corporation

House & Urban Development Financial Investment Co.

BVI

18

Property

Audited

104,029

52,771

-

25,947

Maplecity Investment Limited

BVI

25

Hospitality

Audited

128,328

71,540

30,957

7,850

Sunbird Group Ltd

BVI

25

Property

Audited

7,439

7,632

-

(5,231)

VinaLand Espero Limited

BVI

25

Property

Audited

150,197

95,065

-

27,161

Cypress Assets Ltd

BVI

25

Hospitality

Audited

30,203

26,797

-

(2,149)

Roxy Assets Ltd

BVI

25

Hospitality

Audited

24,750

19,297

-

256

Standbrook Global Ltd

BVI

25

Property

Audited

26,145

31,083

-

(4,863)

(*) During the year, the Group sold 1,225 Class A shares of its interest in VinaCapital Commercial Center Limited.
Under the Share Sale and Purchase Agreement, the Buyer has been granted a right to acquire an additional 1,225 Class B shares in this company from the Group.
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11. Long-term investments

Indochina Industries Food Pte Ltd.(*)
AA Land Corporation Limited

14. Inventories
30 June 2008

30 June 2007

30 June 2008

30 June 2007

USD’000

USD‘000

USD’000

USD‘000

11,400

-

Raw materials and consumables

3,123

3,000

Merchandise

2,486

2,038

5,609

5,038

Provision for stock write-down

(283)

(283)

Closing balance

5,326

4,755

526

526

Non-listed equity shares

-

1,201

Other

-

227

11,926

1,954

(*) The investment in shares of Indochina Industries Food Pte Ltd. is classified as a financial asset
available for sale and is stated at cost, as the shares are not traded in an active quoted market
and there is a lack of available market information to determine fair value of the shares.

The inventory at the balance sheet date represents stock on hand held at American Home Limited, a
subsidiary of the Group.

12. Prepayments for operating leases

15. Trade and other receivables
30 June 2008

30 June 2007

30 June 2008

30 June 2007

USD’000

USD‘000

USD’000

USD‘000

Opening balance

1,971

2,109

2,048

1,577

Charge for the year

(116)

(58)

Prepayments to customers

804

34

(78)

(80)

Receivable for liquidated trustee loan

2,478

-

1,777

1,971

Interest receivable

Translation difference
Closing balance

Prepayments for operating leases relates to the land occupied by American Home Limited, a
subsidiary of the Group, until 2024. The prepayment is allocated to the statement of income over
the life of the lease.

13. Goodwill

Opening balance
Increase
Goodwill written-off (*)
Closing balance

Trade receivables

1,319

353

Dividends receivable

171

658

Other receivables

734

3,541

Other current assets
Provision for doubtful debts

30 June 2008

30 June 2007

USD’000

USD‘000

1,752

1,719

-

33

(1,719)

-

33

1,752

(*) The amount relates to goodwill written-off recognised for Saigon Water Park, a subsidiary of
the Group.

-

226

7,554

6,389

(117)

-

7,437

6,389

As all trade and other receivables are short term in nature their carrying value is considered a
reasonable approximation of their fair value as at balance sheet date.
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16. Financial assets held at fair value through profit or loss

Categories of financial assets and liabilities
The carrying amounts presented in the statement of financial position relate to the following
categories of assets and liabilities:

30 June 2008

30 June 2007

USD’000

USD‘000

Designated at fair value through profit or loss
Financial assets in Vietnam
Ordinary shares – listed

204,624

310,146

Ordinary shares – unlisted

150,367

269,584

5,118

3,858

Loan contracts at fair value through profit or loss

-

9,543

Financial assets in countries other than Vietnam
Ordinary shares – listed

12,078

31,444

Total designated at fair value through profit or
loss at inception

372,187

624,575

Total financial assets at fair value through profit
or loss

372,187

624,575

Corporate bonds

Notes

30 June 2008

30 June 2007

USD’000

USD’000

367,069

611,174

-

9,543

Financial assets
Financial assets held for trading (carried at fair
value through profit or loss)
Ordinary shares – listed and unlisted
Other short-term financial assets
Bonds
Short-term investment

5,118

3,858

1,806

47,941

373,993

672,516

15, 33

73,134

66,873

19

24,286

71,377

97,420

138,250

3,963

-

17

Loans and receivables
Trade and other receivables
Cash and cash equivalents
Financial liabilities
Financial liabilities measured at amortised cost:

These financial assets are denominated in the following currencies:

Non-current/ Borrowings
Current/ Borrowings

Currency
United States Dollars
Vietnamese Dong

30 June 2008

30 June 2007

USD’000

USD’000

12,078

31,444

360,109

593,131

372,187

624,575

The carrying amounts disclosed above are the Group’s maximum possible credit risk exposure in
relation to these instruments. See Note 36 for further information on the Group’s exposure to
credit risk.

Trade and other payables

23

1,069

-

15,588

80,983

20,620

80,983

See Note 3.16 for a description of the accounting policies for each category of financial
instruments. The fair values are presented in the related notes. A description of the Group’s risk
management objectives and policies for financial instruments is given in Note 36.

17. Short-term investments

Short-term investments represent term deposits at local banks with term to maturity of more
than three months to one year. Their carrying value is considered a reasonable approximation of
their fair value as at balance sheet date.
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18. Deposits for acquisitions of investments

21. Additional paid-in capital
Additional paid-in capital represents the excess of consideration received over the par value of
shares issued.

Deposits for investment projects
Deposits for bid participation

30 June 2008

30 June 2007

30 June 2008

30 June 2007

USD’000

USD‘000

USD’000

USD‘000

14,871

7,234

Opening balance

459,151

164,950

Additional paid-in capital during the year

-

3,208

14,871

10,442

These deposits pertain to payments made by the Group to property vendors where the final
transfer of the property is pending the approval of the relevant authorities and/or is subject
to either the Group or the vendor completing certain performance conditions set out
in agreements.

271,078

303,340

Placement fee

(8,165)

(9,139)

Closing balance

722,064

459,151

22. Revaluation reserve

19. Cash and cash equivalents

Cash on hand
Cash at banks
Cash equivalents

30 June 2008

30 June 2007

30 June 2008

30 June 2007

USD’000

USD‘000

USD’000

USD‘000

99

69

17,717

-

9,382

17,717

Less: Share of gain attributable to minority interest of the Group

(8,636)

-

Closing balance

18,463

17,717

9,004

71,308

15,183

-

24,286

71,377

Opening balance
Additions
Addition: share gain on revaluation of associates properties (*)

20. Share capital
30 June 2008
Number of shares
Authorised
Ordinary shares of
USD0.01 each

30 June 2007
USD‘000 Number of shares

USD‘000

(*) This amount represents the share of gains from the revaluation of property in S.E.M
Thong Nhat Hotel Metropole during the year.
500,000,000

5,000

500,000,000

5,000

250,648,414

2,506

122,657,202

1,226

Issued and fully paid
Opening balance
New shares issued
Closing balance

The Group’s share of valuation gains resulting from revaluation of associates’ properties have
been recorded directly in the Group’s revaluation reserve under shareholders’ equity.

73,961,845

740

127,991,212

1,280

324,610,259

3,246

250,648,414

2,506
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23. Trade and other payables

Trade payables
Other accrued liabilities
Tax payable
Other payables

26. Other operating income

30 June 2008

30 June 2007

30 June 2008

30 June 2007

USD’000

USD‘000

USD’000

USD‘000

1,824

3,163

1,801

241

646

888

1,750

529

6,021

4,821

Disposal of investments
Other income

5,622

-

998

598

6,620

598

As all trade and other payables are short term in nature, their carrying values are considered a
reasonable approximation of their fair values as at balance sheet date.

24. Net changes in fair value of financial assets at fair value through
profit or loss

Unrealised
Realised

27. Other operating expenses

30 June 2008

30 June 2007

30 June 2008

30 June 2007

USD’000

USD‘000

USD’000

USD‘000

(477,376)

255,441

1,210

-

(3,816)

59,765

(481,192)

315,206

25. Selling, general and administration expenses

Provision for uncollectible loan – Note 33
Other expenses

95

692

1,305

692

28. Financial income

30 June 2008

30 June 2007

USD’000

USD‘000

Management fee

18,064

12,012

30 June 2008

30 June 2007

Performance fee

-

68,851

USD’000

USD’000

Professional fee

1,352

407

12,557

13,007

Selling, general administration expenses

4,559

4,179

650

904

24,625

86,353

Other expenses

Interest and dividend income
Other income
Realised gain from foreign exchange

-

259

47

-

12,604

13,266
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29. Financial costs

31. Earnings per share

a. Basic
Basic loss/earnings per share is calculated by dividing the loss/profit attributable to shareholders of
the Group by the weighted average number of ordinary shares on issue during the year.

30 June 2008

30 June 2007

USD’000

USD’000

1,611

866

Unrealised loss from foreign exchange

849

2,276

Realised loss on foreign exchange

270

-

(Loss) profit attributable to equity holders of the Group (USD)

6

-

Weighted average number of ordinary shares on issue

2,736

3,142

Loan interest

Other expenses

30. Corporate income tax

Vietnam Opportunity Fund Limited is domiciled in the Cayman Islands. Under the current laws of
the Cayman Islands, there is no income, State, corporation, capital gains or other taxes payable by
the Company.
The majority of the Group’s associates are domiciled in the British Virgin Islands (BVI) and so have
a tax exempt status. Some of the subsidiaries are established in Singapore and have offshore
operations in Vietnam. The income from these offshore operations is also tax exempt.
A small number of subsidiaries are established in Vietnam and are subject to corporate income tax
in Vietnam, however no provision for corporate income tax has been made for these Vietnamese
subsidiaries of the Group for the year ended 30 June 2008 (30 June 2007: nil). All of the Vietnamese
subsidiaries are in a position where there are no corporate income taxes payable because they
either have incurred losses, or have unutilised tax holidays, or have sufficient carry-forward tax
losses to offset any taxable income.
Under the laws of Vietnam, tax losses can be carried forward to offset against future taxable
income for five years from the year the loss was incurred. The amount of unrecognised deferred tax
assets of USD662,561 (30 June 2007: USD307,390) relates to losses which can be carried forward
but has not been recorded due to uncertainty as to their recoverability.

Basic (loss) earnings per share (USD per share)

30 June 2008

30 June 2007

(417,003,649)

264,166,937

295,633,427

197,318,742

(1.41)

1.34

b. Diluted
Diluted earnings per share is calculated by adjusting the weighted average number of ordinary
shares outstanding to assume conversion of all dilutive potential ordinary shares. The Group has
no category of potentially dilutive ordinary shares. Therefore, diluted earnings per share is equal
to basic earnings per share.

32. Directors’ remuneration

The emoluments paid or payable to the directors during the year were as follows:

Horst Geicke

30 June 2008

30 June 2007

USD’000

USD’000

-

20

20

20

Martin Glynn

5

-

Jonathan Choi

-

20

20

14

-

-

15

14

60

88

William Vanderfelt

Bernard Grigsby
Don Lam
Philip Skevington
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Related party

Relation

33. Related party transactions
Management fees
The Group is managed by VinaCapital Investment Management Limited (the “Investment
Manager”), an investment management company incorporated in the British Virgin Islands
(“BVI”), under a management agreement dated 24 September 2003 (the “Management
Agreement”). The Investment Manager receives a fee based on the net asset value of the Group,
payable monthly in arrears, at an annual rate of 2% (30 June 2007: 2%).

Transactions (USD’000)
Additional
acquisitions/
investment

Share profit/
(loss)
2,820

SEM Thong Nhat Hotel Metropole

Associate

4,336

House and Urban Development
Financial Investment Co.

Associate

3,206

17

Hung Vuong Corporation

Associate

6

2,294

Kinh Do Property Limited

Associate

4,355

(180)

Total management fees for the year amounted to USD18,064,000 (30 June 2007:
USD12,012,000), with USD1,170,000 (30 June 2007: USD1,417,000) in outstanding accrued
fees due to the Investment Manager at the end of the year.

Pho Viet JV

Associate

1,253

237

T.D Corporation

Associate

-

(63)

International School of Ho Chi Minh City

Associate

-

564

Performance fees
In accordance with the Management Agreement, the Investment Manager is also entitled to a
performance fee equal to 20% of the realised returns over an annualised compounding hurdle rate of 8%
(30 June 2007: hurdle rate of 8%).

Phong Phu Investment Development Ltd.

Associate

1,121

(15)

There was no performance fee charge for the year (30 June 2007: USD68,851,000), with no
(30 June 2007: USD68,778,000) outstanding accrued fee due to the Investment Manager at the
end of the year.
Placement fees
When raising capital through the issuance of new Ordinary Share a commission equal to 3% of
the subscription price multiplied by the total number of the shares allotted by the Group on
admission is payable by the Group to the Investment Manager. The Investment Manager
is responsible for paying placing agents that are engaged in respect to such subscriptions.
The net proceeds of share subscriptions is recorded after netting off placement fees.

Saigon Golf

Associate

-

9,331

VinaCapital Dai Phuoc Corporation

Associate

21,017

4,633

Subsidiaries of VinaLand Limited

Associate

1,439

42,654

36,733

62,292

At 30 June 2008, the following balances were outstanding with related parties:
Receivables
Related party
VinaLand Ltd

Relation

30 June 2008 30 June 2007
USD’000

USD‘000

Common Loans receivable (*)
management

48,260

49,318

Total placement fees for the year amounted to USD8,165,000 (30 June 2007: USD9,139,000), with no
(30 June 2007: nil) outstanding accrued fees due to the Investment Manager at the end of the year.
Other related party transactions and balances
During the year, the following significant transactions with related parties were recorded:

Transaction

Interest receivable

234

-

Dividend receivable

263

-

Others

2,327

659

Hung Vuong Corporation

Associate

Loan and interest
receivable

9,211

7,496

NORDICA Capital Square
ApS

Minority
shareholder

Disposal of
investment

3,085

-

Phong Phu Investment
Development Ltd.

Associate

Loan and interest
receivable

2,317

2,651

International School of
Ho Chi Minh City

Associate

Others

-

360

65,697

60,484
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34. Commitments

Payables
Related party

Relation

Transaction

30 June 2008

30 June 2007

USD’000

USD‘000

VinaLand Ltd

Common Advances for real
management
estate projects

8,332

4,790

VinaCapital
Investment
Management
Limited

Common Management fee
management

1,170

70,195

Over five years
74,985

(*) Loan receivables from VinaLand Ltd.’s subsidiaries are unsecured, bear interest at the SIBOR 6
month interest rate and are repayable by end of 2012. The loans are carried at amortised cost at
the balance sheet date. Details of loan receivables as at 30 June 2008 are as follows:
30 June 2008

30 June 2007

USD’000

USD‘000

VinaCapital Danang Resorts Ltd.

2,501

1,450

Cypress Assets Limited

3,747

2,134

Prosper Big Investment Limited

8,202

8,190

VinaCapital Long An Industry Ltd

2,771

317

Maplecity Investments Ltd.
Greenstar Global Limited
Sunbird Group Limited

9,182

-

14,193

-

-

3,890

1,706

-

Vietnam Property Holding Ltd

763

21,091

VinaCapital Commercial Center Ltd

202

-

1,210

7,460

Standbrook Limited
VinaCapital Development Ltd
Roxy Assets Limited
Provision for uncollectible loan (*)

Within one year
From two to five years

9,502

VinaLand Espero Ltd

As at 30 June 2008, the Group is committed under lease agreements and capital expenditure
programs to pay the following future amounts:

125

-

4,868

4,786

49,470

49,318

(1,210)

-

48,260

49,318

(*) The amount represents provision for a prepayment on jointly acquisition of investment with
VinaLand Ltd.

30 June 2008

30 June 2007

USD’000

USD‘000

28

131

112

236

1,205

1,287

1,345

1,654

35. Contingent liabilities
Taxation
Although the Company and some of its subsidiaries are incorporated in the Cayman Islands and the
British Virgin Islands where they are exempt from tax, the Group’s activities are primarily focused
on Vietnam. In accordance with the prevailing tax regulations in Vietnam, if an entity was treated
as having a permanent establishment, or as otherwise being engaged in a trade or business in
Vietnam, the income attributable to or effectively connected with such permanent establishment
or trade or business may be subject to tax in Vietnam. As at the date of this report the following
information is uncertain:
• Whether the Company and/or its subsidiaries are considered as having permanent
establishments in Vietnam; and
• The amount of tax that may be payable, if the income is subject to tax.
The implementation and enforcement of tax regulations in Vietnam can vary depending on
numerous factors, such as the interpretation of the tax rules by the specific tax authority involved.
The administration of laws and regulations by the local or provincial tax departments may be
subject to considerable discretion, and in many areas, the legal framework is vague, contradictory
and subject to conflicting interpretation. The Directors believe that it is unlikely that the Company
and/or the subsidiaries incorporated in the Cayman Islands and the British Virgin Islands will be
exposed to tax liabilities in Vietnam, and in the worse case, if tax is imposed on income arising in
Vietnam it will not be applied retrospectively.
As at 30 June 2008, due to the uncertainties mentioned above, no liability in relation to taxation
has been recognised in the consolidated financial statements.
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36. Risk management objectives and policies

The Group invests in listed and unlisted equity instruments, debt instruments, assets and
other opportunities in Vietnam, overseas and neighbouring countries with the objective of
achieving medium to long-term capital appreciation and providing investment income.
The Group is exposed to a variety of financial risks: market risk (including currency risk, interest
rate risk, and price risk); credit risk; and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group’s financial performance. The Group’s risk management
is coordinated by its Investment Manager who manages the distribution of the assets to
achieve the investment objectives. The most significant financial risks the Group is exposed to
are described below:
Foreign currency risk sensitivity
The Group’s exposure to risk resulting from changes in foreign currency exchange rates is
moderate as although transactions in Vietnam are settled in Vietnam Dong, the value of the
Vietnam Dong has historically been closely linked to that of USD, the reporting currency.

Financial liabilities
Total exposure

Long-term exposure

VND

Others

VND

Other

USD’000

USD’000

USD’000

USD’000

378,749

58

-

-

(6,636)

-

(1,886)

-

372,113

58

(1,886)

-

656,932

30

1,719

-

(1,403)

-

-

-

655,529

30

1,719

-

30 June 2007
Financial assets
Financial liabilities
Total exposure

30 June 2007
Loss (net of taxation)
USD’000

18,511

32,862

Price risk sensitivity
Price risk is the risk that the value of the instrument will fluctuate as a result of changes in market
prices, whether caused by factors specific to an individual investment, its issuer or all factors
affecting all instruments traded in the market. As the majority of the Group’s financial instruments
are carried at fair value with fair value changes recognised in the income statement, all changes in
market conditions will directly affect net investment income.

30 June 2008
Financial assets

5% devaluation of the Vietnam Dong

30 June 2008
Loss (net of taxation)
USD’000

A 5% strengthening of the VND against USD would have had the equal but opposite effect to the
amount shown above, on the basis that all other variables remain constant.

The Group’s financial assets and liabilities exposure to risk of fluctuations in foreign currency
exchange rates at the balance sheet date were as follows:

Short-term exposure

Sensitivity analysis to a reasonably possible change in exchange rates
A 5% weakening of the VND against USD at the end of the year ended 30 June 2008 and 30 June
2007 would have impacted net income of the Group’s equity by the amounts shown below. This
percentage has been determined based on the average market volatility in exchange rates in
the previous twelve months. This analysis assumes that all other variables, in particular interest
rates, remain constant.

The Group’s unlisted equity securities are susceptible to market price risk arising from
uncertainties about future values of the investment securities. The Investment Manager
provides the Group with investment recommendations that are consistent with the Group’s
objectives. The Investment Manager’s recommendations are approved by an Investment
Committee of the Investment Manager and/or the Board of Directors before investment
decisions are implemented.
All securities investments present a risk of loss of capital. The Investment Manager manages this
risk through the careful selection of securities and other financial instruments within specified
limits and by holding a diversified portfolio of listed and unlisted instruments. In addition, the
performance of investments held by the Group is monitored by the Investment Manager on a
monthly basis and reviewed by the Board of Directors on a quarterly basis.
The Group invests in listed and unlisted equity securities and is exposed to market price risk of
these securities. If the prices of the securities were to fluctuate by 10%, the impact on profit or
loss and equity would amount to approximately USD22.1 million (2007: USD117 million).
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Cash flow and fair value interest rate risk sensitivity
The Group’s exposure to interest rate risk is related to interest bearing financial assets and
financial liabilities. Cash and cash equivalents, bank deposits and bonds are subject to interest
at fixed rates. They are exposed to fair value changes due to interest rate changes. The Group
currently has no financial liabilities with floating interest rates. As a result, the Group has limited
exposure to cash flow interest rate risk.

Liquidity risk analysis
The Group invests in both listed securities that are traded in active markets and unlisted
securities that are not actively traded.

Credit risk analysis
Credit risk is the risk that a counterparty will be unable to pay amounts in full when due.
Impairment provisions are provided for losses that have been incurred by the Group at the
balance sheet date.

Unlisted securities, which are not traded in an organised public market, may be illiquid.
As a result, the Group may not be able to quickly liquidate its investments in these instruments
at an amount close to fair value in order to respond to its liquidity requirements or to other
specific events such as deterioration in the creditworthiness of a particular issuer. However,
the Group has the ability to borrow in the short term to ensure sufficient cash is available for
any settlements due.

The Group’s listed securities are considered to be readily realisable, as they are mainly listed on
the Vietnam Stock Exchange.

30 June 2008

30 June 2007

USD’000

USD’000

1,806

47,941

5,118

3,858

Trade and other payables

367,069

611,174

-

9,543

Cash and cash equivalents

24,286

71,377

Long-term borrowings

Trade and other receivables

73,134

66,873

Other liabilities

Classes of financial assets – carrying amounts
Short-term investments

At the balance sheet date, the Group’s liabilities have contractual maturities which are
summarised below:
30 June 2008

Within 1 year

From 2 to 5 years

Over 5 years

USD’000

USD’000

USD’000

6,021

-

-

Payable to related parties

9,502

-

-

Short-term borrowings

1,069

-

-

Financial assets at fair value through profit or loss
Bonds
Ordinary shares – listed and unlisted
Other short-term financial assets

All transactions in listed securities are settled/paid for upon delivery using approved brokers.
The risk of default is considered low, as delivery of securities sold is only made once the broker
has received payment. Payment is made for purchases once the securities have been received by
the broker. The trade will be unwound if either party fails to meet its obligations.
The carrying amount of trade and other receivables and loans represent the Group’s maximum
exposure to credit risk in relation to its financial assets. The Group has no other significant
concentrations of credit risk.
In accordance with the Group’s policy, the Investment Manager continuously monitors the
Group’s credit position on a monthly basis.

30 June 2007

-

3,764

-

65

199

-

Within 1 year

From 2 to 5 years

Over 5 years

USD’000

USD’000

USD’000

Trade and other payables

4,821

-

-

Payable to related parties

74,985

-

-

1,177

-

-

Other liabilities

The above contractual maturities reflect the gross cash flows, which may differ to the carrying
value of the liabilities at the balance sheet date.
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Capital management
The Group considers the capital to be managed as equal to the net assets attributable to the
holders of ordinary shares. The Group has engaged the Investment Manager to allocate the
net assets in such a way so as to generate investment returns that are commensurate with the
investment objectives outlined in the Group’s AIM Admission Documentation.

Valuation of investment properties
As of the date of issuance of the financial statements, the Board of the Company had
determined, based on independent valuations and other available market information that
the fair value of the Group’s real estate investment properties has fallen by USD3 million to
USD27.2 million. The details are as follows:

37. Subsequent events after the balance sheet date
Valuation of financial assets at fair value through profit and loss.

USD’000

Subsequent to the year ended 30 June 2008, global markets were sharply affected by the
collapse of Lehman Brothers and other financial institutions. As the extent of the credit crisis
became clear the market turmoil spread to Europe and emerging markets including the Vietnam
stock market.

Real estate investment properties recorded
at fair value through profit or loss
Fair value at 30 June 2008

30,212

Revaluation of real estate investment properties recorded at fair value at 30 June 2008

(3,029)

As of the date of issuance of the financial statements, the aggregate fair value of the Group’s
financial assets at fair value through profit or loss has fallen by USD62.8 million to USD309.4
million from the aggregate fair value as of 30 June 2008. The details are as follows:

27,183

Fair value at
30 June 2008

Fair value at
13 November 2008

Movement

USD’000

USD’000

USD’000

Financial assets at fair value
through profit or loss
Financial assets in Vietnam
Ordinary shares – listed

204,624

141,501

(63,123)

Ordinary shares – unlisted

150,367

159,750

9,383

5,118

5,161

43

12,078

2,994

(9,084)

372,187

309,406

(62,781)

Bonds
Financial assets in countries
other than Vietnam
Ordinary shares – listed

In addition, the value of leasehold land held by associates of the Group has been reduced by
a net amount of USD21.7 million based on independent valuations. On an equity accounting
basis, this will result in a reduction in the Group’s book value of investments in the associates
of USD2.2 million.
Additional acquisition of subsidiary’s interest
Subsequent to the year ended, the Group acquired a further 27.8% interest in Indotel Limited.
This acquisition increased the Group’s beneficial ownership in Indotel Limited from 72.2% to
100%. The total cost of the acquisition was USD12.8 million which was settled in cash.

38. Comparative figures

Certain figures for the year ended 30 June 2007, which are included in this year’s financial
statements for comparative purposes, have been reclassified to conform to current year’s
presentation and requirements following adoption of IFRS 7.
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