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TIEN PHONG PLASTIC 

JOINT STOCK COMPANY 

BOARD OF SUPERVISORS 

 SOCIALIST REPUBLIC OF VIETNAM 

Independence – Freedom –Happiness 

--------***------- 

 
REPORT ON ACTIVITIES OF THE BOARD OF SUPERVISORS 

TIEN PHONGPLASTIC JOINT STOCK COMPANY IN 2018 
 

Dear Valued Shareholders! 

Pursuant to function and task of Board of Supervisors (BOS) as regulated in 

the Charter of Tien Phong Plastic Joint Stock Company, Regulation on Operation 

of Board of Supervisors, Internal Regulation of Tien Phong Plastic Joint Stock 

Company and law provisions. In 2018, Board of Supervisors oversaw operation of 

Board of Directors (BOD) General Director and Board of Management (BOM), in 

four aspects: rationality, legitimacy, honesty and prudence in managing and 

running business operation of the Company. Details of BOS supervision are as 

below:  

I. Supervising the Board of Directors, General Director and Board of 

Management in managing and running business operation of the Company   

1. Supervising operation of BOD, General Director and BOM 

In 2018, BOS participated in four of six BOD meetings (67%). Accordingly, 

BOS has timely caught up with material issues of business situation of the 

Company; BOS also took interpellation and gave opinion with BOD on the 

decisions and implementation to achieve the targets approved by General Meeting 

of Shareholders (GMS). 

BOS made comments to Board of Management for review and consideration 

in consolidating the Company internal management and control system. 

In conclusion, BOS evaluates that BOD, General Director and BOM 

managed and monitored the Company with prudence, rationality, efficiency and in 

accordance with the prevailing laws.  

2. Risk Management Operation  

Head of BOS fully attended and gave opinions on important issues in 

periodic meetings of Board of Risk Management in order to keep update with 

practices on risk assessment, coordinated action plan and future plan. The 

information from these meetings allows BOS to timely adjust work plan to focus on 

key risks.   
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To sum up, risk management system of Tien Phong Plastic is being 

consolidated and improved in 2018 and needs to be implemented in all departments 

so as for close coordination in production-business activities. 

II. Evaluation of financial status in the Company 

BOS evaluates the 2018 financial status of Tien Phong Plastic as follows: 

1. General evaluation 

In 2018, NTP encountered the plummet of pre-tax profit by 32% (equivalent 

to VND 177 billion), mainly being affected from the increase in revenue by 2% not 

corresponding to the increase in revenue from cost of goods sold, which was VND 

231 billion (by 8% compared to last year). Another reason is due to the increase in 

financial expense and decrease in profit from affiliates. The increasing financial 

expense was caused by the increasing short-term loans plus interest rate up by 1% 

from banks. 

In addition, the Company adjusted its discount policy, leading to the 

decrease of VND107.07 billion of total expenses as recorded on the financial 

statements. This was also a major factor causing the selling expense, general and 

administration expense down 6% and 19% respectively in comparison with 2017. 

This adjustment of discount policy has not yet offset the increase above. 

Apart from the impacts by discount policy, the main reason for surge in cost 

of goods sold is due to the considerable increase in raw materials prices in 2018 

compared to last year. Another reason is that VND/USD exchange rate in the last 6 

months of 2018 increased nearly 2.5 times as much as that of the same period of 

2017, in which most of raw material for NTP production was imported. 

In particular, net cash flows from trading (VND(52) billion) and investment 

(VND(294) billion) was all negative, alarming a concerning status with respect to 

NTP possibility in producing cash flow. The plunge by nearly VND375 billion and 

the cash flow from trading of the Company shifting from the profit of VND323 

billion to the loss reveal the profit retained in inventories (large purchase as 

opposed to deferred sale) as well as the selling in credit. In fact, the Company 

yields the profit while it gets loans from banks for the settlement of regular 

expenses, of which the proportion has a sign of exceeding the safe limit, at 54% in 

2018. 

2. Key financial ratios 
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Fundamentally, there was a plummet in ROA and ROE in comparison with 

2017. This illustrates a decrease in the ratio of profit to resources, despite of profit. 

However, ROE is still higher than ROA, standing for a positive financial leverage 

of the Company. In other words, the Company had successfully mobilized capital 

from shareholders to obtain the profit, in which the earnings produced by such 

mobilization is greater than earnings paid to shareholders by the Company. 

Additionally, the ratio of debts to total assets tends to exceed 0.5. As a 

consequence, there has been a upward trend in loans of NTP, which was reflected 

through the increase in financial expense by 40% compared to last year. The 

balance of the short-term loans as at December 31, 2018 also increased by 29% 

compared to the same period of 2017 (equivalent to the increase of VND429 

billion). 

Besides, the Company’s capital has been occupied with the clear difference 

between the receivables collection period (115 days) and the payables payment 

period (31 days). An approximately 3-month period of time elapsed has a 

significant impact on the allocation and use of NTP current capital. 

3. Receivables 

Compared to the balance over the same period of 2017, the balance of 

receivables as at 31/12/2018 increased by 32% (equivalent to VND1,496 billion) 

and the whole balance has been used as a mortgage of loans from banks. 

As can see in the receivables collection period in 2018, its days increased by 

17 days compared to 2017 and in estimation, the difference between two periods is 

115 days (nearly 4 months). This presents that the Company’s capital has been 

occupied for a long time. Although the sales policy permitted the distribution 

centers for deferred payment up to 1.5 month; NTP still flexibly extends the due 

date in order to attract more customers for increasing revenue. 

III. Recommendations to the Board of Directors 

1. Receivables 

To shorten the receivables collection period, the Company needs to regulate 

clearly the sales policy, term of payment as well as reasonable interest rate of 

deferred payment in order to push the debts-recovering, enhancing the proactive 

possibility in exploiting current capital. In addition, NTP needs to coordinate with 

distribution centers to review the term of payment of customers, especially for 

construction owners to minimize the term of such payment and avoid overusing 

capital. 
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As for the payment extension of construction projects, the Company 

religiously takes into account and makes flexible decisions subject to practical 

circumstances, considers the maximum term of such payment to control easily. 

In addition, the Company may negotiate with suppliers to extend the term of 

payment of payables, ensuring the harmony between the payables and receivables. 

2. Investment 

During 2018, NTP was mainly operated by cash flow from financial 

activities because of the negative cash flows from trading and investment. This 

considerably affected the solvency of accrued interest expenses, outstanding short-

term debts and long-term debts of the Company. In the future, the Company may 

encounter the difficulties in investment due to a lack of money. 

In case the cash flows from trading and investment remain negative in 

coming years, the Company shall face numerous long-term issues. In particular, 

banks shall closely control the loans, even fail to lend for enterprises in such status. 

Therefore, it recommends the Company to be cautious to make decisions in the 

future. The investment limit of VND257 billion shall be estimated to allocate at 

least the previous incurred categories and the mandatory purchase for production. 

Moreover, there were many arising cases in investment in machinery and 

equipment last year due to the uncareful plan. The Company needs to build up a 

concrete plan, ensuring the supervision of equipment use within a year. As a result, 

the Company shall take an initiative in the preparation of the budget. 

As such, the Company may own a healthy financial status. 

3. Inventory management 

According to analysis of the 2018, inventory value at the end of year 

increased by nearly VND143 billion (equivalent to 17%) compared to 2017. The 

significant backup of inventories for a long time has been putting constraints on 

warehouse capacity, storage and financial expenses as well as risks of raw 

materials, etc. If the inventory in main raw materials is large due to the dependence 

on imported raw materials, reservation for production, as well as prevention of 

increasing raw materials and risks of exchange rate, the Company shall take into 

account of some following solutions as follows: 

-     Re-evaluate the formulation of production-business and purchase plans; 

adjust the plans based on production capacity, warehouse productivity, storage and 

financial expenses; 
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-     Reduce the time of awaiting orders (improve the procedure of orders and 

negotiation with suppliers, etc.); change the method of goods delivery (twice a 

week instead of once a week, etc.); 

-     Innovate the management work and warehouse arrangement (methods of 

loading, unloading, etc.) 

-  Develop the new suppliers, prioritize domestic suppliers. 

IV. Orientations of the Board of Supervisors in 2019 

To perform the supervision well under Law on Enterprises and the Company 

Charter, the Board of Supervisors plans in 2019 as follows: 

- Oversee the conformity with the regulations on laws, the Company 

Charter; the performance of Resolutions as well as Decisions approved by the 

General Meeting of Shareholders and the Board of Directors of the Company. 

- Continue to inspect, supervise the operation activities and business 

administration in compliance with functions and tasks as stipulated in Law on 

Enterprises and the Company Charter as well as the Regulation issued by the Board 

of Supervisors.  

- Review, appraise the financial statements of the Company, accordingly, 

give recommendations to the BOD. 

- Continue to participate and give opinions for the supervision of the 

approved plans and re-inspect through the meetings with the independent auditor 

when reviewing the quarter, semi-annual and annual financial statements. 

The above is the report of the Company’s Board of Supervisors for activities 

in 2018 and orientations in 2019, respectfully submitted to the General Meeting of 

Shareholders. 

I would like to thank you for your careful listening./. 

 Hai Phong, April 19th, 2019 

 O.B.O BOARD OF SUPERVISORS 

HEAD OF BOS 

 

(Signed) 

 

Vu Thi Minh Nhat 
 


