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HCM City, … April  2023
THE BOARD OF DIRECTORS’ REPORTS ON THE PERFORMANCE IN 2022 
AND THE PLAN FOR 2023.
Dear Shareholders of CDEBCO

The Board of Directors of Chuong Duong Beverage Joint Stock Company (hereinafter referred to as "CDBECO") would like to report to our valued shareholders the following results of business in 2022 and the plan for 2023:

I. EVALUATION OF PERFORMANCE IN 2022: 
1. Overview:
[bookmark: _Hlk519145998]CDBECO, like other FMGC companies, must find ways to raise prices while demand falls. The upward pressure on raw material prices, particularly sugar, carton, and plastic bottle prices, is intensifying, affecting product costs. Rising product costs can put a strain on manufacturers, particularly small and medium-sized businesses such as CDBECO. However, CDBECO has streamlined transportation and drastically reduced staff, easing some of the pressure. In terms of sales, CDBECO had the most in the previous 23 months in December 2022.

CDBECO Analysis of Situation:
a.	Strengths & Opportunities:
-	CDBECO's main product, saxi Chuong Duong, is still a brand that many consumers enjoy using and recommending.
-	In 2022, the traditional channel distribution network will see a strong recovery, with a number of major distributors returning to distribute CDBECO products.
-	Modern Channel has expanded its distribution network and product offerings (MT).
- 	New products like Saxi Zero and Nam Phuong Bird’s Nest are showing good initial results  
-	From quarter 4 of 2022, the sales team will be heavily invested, while redundant parts will be refined.

b.	Challenges & Threats:
-	Demand has fallen due to global and Vietnamese inflation.
-	Although CDBECO's revenue for 2022 has increased by 19%, it remains very small in comparison to the market.   
-	The signing of exclusive contracts with points of sale by market-leading companies continues to put pressure on Chuong Duong in terms of selling prices, profit margins, and distribution systems.
-	Limited resources make it challenging to keep pace with the market in distribution scale, product portfolio, production capability, SKU trends and marketing initiatives.
- 	Old production lines are forced to partially shut down or produce with significant raw material losses. Furthermore, the old line necessitates a large amount of manpower, resulting in a skyrocketing product cost.
-	Financing costs rose, particularly lending interest rates, while the rental portion was impacted in part by the Binh Duong provincial authority's strong disruption in 2022.

2. Business Performance in 2022:
In 2022, the Board of Directors operated in accordance with the Law, CDBECO’s Charter, and relevant regulations and delivered the results as follows:

	[bookmark: _Hlk519148948]Categories
	Unit
	2021
Actual
(A)
	2022
Plan
(B)
	2022
Actual
(C)
	% Change on
Actual
(C)-(A) / (A)
	% Change on 
Plan
(C)-(B)/(B)

	Net Sales 
	Billion VND
	131.72
	327.61 	Comment by Nguyen Thuy Phuong - ChuongDuong: 327.61 Bn là dthu theo FS- kế hoạch gồm cả NGK và cho thuê nhe
	169.07
	28.35%
	-48.39%

	Profit After Tax
	Billion VND
	(35.59)
	3.47
	(48.68)
	-36.78%
	-1501.95%



-	Net sales were 28.35% higher than in 2021 but 48.39% lower than planned.
- 	The impact of the Covid pandemic, which lasted until April 2022, continues to have a significant impact on business results in 2022. After reopening, the rising cost of input materials due to inflationary pressures and supply disruptions had a significant impact on production and business activities, while the company had to continue to invest in marketing and sales activities to compete effectively. Despite the fact that the Company has implemented numerous cost-cutting measures, it still faces high fixed costs, which have a negative impact on profitability. However, due to the pandemic's impact on the downsizing of tenants' warehouse leasing area in MP3, revenue from warehouse leasing activities in 2022 was also delayed. 
-	Profit after tax is significantly lower than in the Plan and 36.78% lower than in 2021. The shortfall came from:
	
	
	Act vs 2022 Plan
	Act vs 2021 Performance
	Remarks 
(compare 2022 vs 2021)

	a.
	Lower net sales revenue
	-48.39%
	28.35%
	The Covid pandemic has been better controlled since May 2022, and sales volume has gradually recovered, so sales revenue is higher than in 2021.

	b.
	Higher COGS
	-33.5%
	22.4%
	Due to increased labor costs, raw materials, packaging costs and increased depreciation of the new factory in Nhon Trach.

	c.
	Lower operating profit
	-7885.7%
	-67.4%
	Due to the reasons mentioned in a and b

	d.
	Lower financial revenue vs 2020
	34.2%
	-38.5%
	 Low deposit interest

	e.
	Lower net sales revenue
	-12.5%
	8.6%
	In addition to the leased asset's financing costs, short-term working capital will be incurred in 2022.



3. The Board of Directors’ Activities in 2022:
-	In 2022, CDBECO Board of Directors held 4 meetings and approved 18 opinion lifts (in which, 1 time was written for shareholders). There were a total of 23 resolutions issued, including the Resolution of 2022 AGM, to guide Company operations in various fields. 
-             All the Board meetings were scheduled and informed to Head of Supervisory Board for supervisory participation.
-             All the resolutions were implemented by General Director with the results reported to the Board of Directors. -             
-             Remunerations for Board members were approved in the 2022 AGM. Hence, they received this amount in accordance with CDBECO’s regulations and policies.
Highlights in 2022:
-	The Resolutions of 2022 AGM was well implemented.
-	Commenced the production at Nhon Trach 3 IP, Dong Nai Province factory on schedule   
-	There has been investment in land in My Phuoc 3 – Binh Duong and leasing has begun since October 2022. Phase 1 was completed in October 2022, and Phase 2 is expected to be completed by the end of April 2023.
- 	Apply new salary structure from July 2022.  
Tenure from 2018 to 2022
[bookmark: _GoBack]
	(2018-2022)
	Number of BOD meetings
	Number of issued decision
	Number of obtaining BOD’s opinions
	Number of obtaining Shareholders’ opinions

	2018
	3
	16
	12
	0

	2019
	5
	18
	12
	0

	2020
	4
	14
	6
	0

	2021
	4
	14
	10
	1

	2022
	4
	23
	18
	1

	Total
	20
	85
	58
	2



[bookmark: _Hlk519149136]BOD’s supervising activities have been revolving around: 
3.1	Organizational Structure: The Manpower Plan in 2022 was 319 while the year’s average headcount was 278.
[image: ]
3.2 Sales and Marketing Activities:
Sales:
-	The 2022 sales policy is in effect until May 2022. However, due to reduced demand, high competitive pressure, and customers demanding discounts, CDBECO had extremely high inventories, resulting in a distribution system breakdown. Especially until September 2022, the system of distributors still had inventory for 5 months.
-	Because of the emphasis on selling, the situation began to improve again in Q4-2022 and gradually stabilized. In December 2022, net revenue reached VND 24.4 billion, the highest level in two years.
	Distribution & Route to Market (RTM): 
-	Traditional channel (GT) experienced significant pressure in Q2 and Q3 as a number of sales department personnel left. Prices are constantly falling, leading to skepticism toward sellers, particularly wholesalers. However, the GT channel began to regain some trust from distributors and customers as a result of the price stabilization effort in Q4.
-	Meanwhile, Modern Channel (MT) has seen significant advancements. CDBECO has added major retailers such as Emart and Mega Market.
-	Some new export & E-commence distribution were also achieved 
Marketing:
-	The year 2022 is significant for Chuong Duong because it marks the Company's 70th anniversary. The 70th anniversary logo is also integrated into the product packaging, such as Chuong Duong Tet packaging and 70 years limited edition packaging Zero Chuong Duong. 
-	Investment in brand promotion is also limited to the holiday season and Tet. Investment costs are focused on Tet holiday promotions and GT Channel product display programs.
- 	Additionally, the company improves communication with customers via social media channels, specifically Facebook.
-	One of the highlights of 2022 was the expansion of Saxi Zero distribution through promotions, displays, and trials at MT Channel and GT Channel retail outlets, as well as the creation of interactive games for gifts via social media channels.
3.3 Production and Supply Chain Activities 
Production: 
High raw material prices, caused by global fluctuations, have an impact on manufacturing activities. Despite the fact that production capacity is limited, the production team has worked tirelessly to maintain production in order to meet the number of products required for business. Manufacturing unit has attempted to reduce redundant personnel and streamline stages such as transporting workers from Ho Chi Minh to Nhon Trach and arranging shifts more reasonably.  
Supply Chain:
2 Logistics operations gradually returned to normal in 2022. The Company was able to store finished products in its warehouses, and deliveries were made through:
-	Self collection by big distributors: it is still maintained mainly in Ho Chi Minh City
-	CDBECO fleet delivery: because old vehicles and overcrowded staffs result in higher per barrel costs, the company advocates for a reduction in both used trucks and drivers. Transfer the majority of shipping operations to a third-party company.
-	3rd Party contractor: CDBECO has signed contracts with numerous shipping partners and has successfully used them to reduce logistics costs by 20% to 40% when compared to previous years.
    3.4 Investment Activities
New factory at Nhon Trach: The factory completed its relocation to Nhon Trach 3 in 2022 and reorganized production as planned. 
The CDBECO is currently reviewing and collaborating with relevant authorities on the following lands:
-	Property investment at 606 Vo Van Kiet, Cau Kho Ward, District 1, HCMC
-	In My Phuoc III Industrial Park, Ben Cat Town, Binh Duong Province, leasing on ready-built warehouse items has begun for a 75,000m2 land plots. The income from this area began in October 2022, but has yet to completely fill the rental area as expected.

-	Due to changes in the Binh Duong province's authorities, the construction permit application has not been completed.
-	The 5,000m2 land lot is also in MP3 Industrial Park: the applicant is requesting a policy change to change the land use purpose and commercial development for this 5,000 m2 dormitory.
-	Land at 101 Street 19, Hiep Binh Chanh, Thu Duc Distruct is being currently negotiated with Nguyen Kim to resolve in the best interests of CDBECO.
-	Land at 193 Kinh Duong Vuong Ward 12 District 6 is managed by CDBECO normally.
-	About office and show room at 280 Go Dau, Tan Phu District, Hoang Long Company has paid land rent until the end of December 2022 and CDBECO is currently negotiating to reclaim for display store and warehouse purposes.
3.5 Human Resources Activities 
Overview:
-	Total number of employees dated 31 December 2022 was 271 people
-	The Company has fulfilled its responsibilities in relation to the regulations on payment of salary and benefits to employees.
Training: 
In 2022, CDBECO collaborated with 3 Safety Training Joint Stock Company to organize occupational safety and health training for 222 employees from various units. At the conclusion of the course, all 222 employees received training certificates and safety cards.
Labour union’s members training: 
· Training on Electronic Invoice and Tax Management in 2022 
· Occupational Safety and Health Training (Group 1, Group 2, Group 3 (operation of refrigeration systems, lifting equipment, electrical equipment, pressure equipment, metal welding and cutting), Group 4, Group 5, Group 6). 
· Social insurance policy training, Health insurance, unemployment insurance and new points in 2022 
· Fire prevention and rescue training in 2022 
· Union accounting training.
II. 2023 Outlook
Overview: 
· Standard Chartered Bank forecasts Vietnam's GDP to reach 7.2% in 2023, while HSBC Bank forecasts 5.8% growth. 
· Although interest rates will rise in 2023, there are reports of the bank lowering interest rates, disbursing funds to the infrastructure sector, and China reopening.
· Experts at the World Bank predict that Vietnam's economy will benefit in 2023 as pandemic-related restrictions ease and activity in China gradually recovers. 
· CDBECO will face numerous challenges in 2023. Surprisingly, rising bank interest rates raise the cost of financing. The proposed tax on sugary products above 5% is risky because it could further reduce demand for bottled soft drinks.
Volume & revenues: 
-	The planned output for 2023 is 21.96 million liters, a 77.39% increase over the results of 2022. Total net revenue as planned is VND 364.79 billion, an increase of 115.77% over 2022 results.
2023 Profit After Tax (PAT):
-	The planned profit after tax in 2023 is VND 3.67 billion, an increase of 107.54% over the realized results in 2022.     
	2023 Plan:
	
	
	
	

	Categories
	Unit
	2022
	2023
	% Growth

	
	
	Actual
	Plan
	Rate

	
	
	(A)
	(B)
	(B-A)/(A) 

	Net Sales 
	Billion VND
	169.07
	364.79 
	115.77%

	Profit After Tax
	Billion VND
	(48.68)
	3.67 
	107.54%



KEY ACTIVITES FOR 2023
Wrap up the new factory relocation activity & upgrading production capabilities: 
-	CDBECO invests in a PET bottle filling line capable of filling up to 14 million liters per year
-	The Production & M&E teams will identifiy and work on equipment and system upgrades for better efficiency, finished goods and costs savings.    
-	Change the design of the 390ml PET bottle to reduce costs while improving visual appeal and competitiveness.
-	Our water production facility will continue to be based at Vo Van Kiet for better proximity to our water customers        
Optimizing COGS: 
-	CDBECO will further optimize COGS while minimizing the possibility of material & packaging price increases.
- 	To reduce our electricity costs, CD will deploy and complete our solar energy project in 2023.       
Better Geographical coverage in 2023:  
-	To regain loss volume over the 2 years of Covid pandemic, CDEBCO will regain and grow sales coverage and distribution to pre-pandemic levels in Ho Chi Minh City.
-	To enlarge distribution & volume growth, CDBECO will continue to develop sales in the major 2nd tier cities.
-	In Nha Trang or Can Tho, CDBECO will try out the level 1 distributor model.
Upgrading the sales team:
-	CDBECO will refresh the sales and commercial leadership    
- 	CDBECO will continue to recruit, develop and /or rejuvenate the sales team. This will include right sizing the sales team for improved market coverage.
-	Continuous training of sales staff to improve professional skills both in class & in field will be implemented.
Refinement of the distribution system: 
-	Refinements and growth of the distribution system will continue. CDBECO will review, evaluate and develop strategic distributors to ensure long-term development objectives with the Company.
-	More investments will be made to reach out to different levels of the distribution value chain ie dealers & retail outlets in the general trade     
-	CDBECO will also continue to grow the Modern Trade (MT) business and develop greater presence at suitable MT partners
-	Greater effort and resources will be committed to make CDBECO brands closer and more accessible to end consumers   
- 	Continue to explore more feasible online sales opportunities 
  Trade policy:
-	CDBECO will continue to ensure all trade policies are standardized, properly explained and documented. These should be aligned with Finance to ensure that the total of all these policies are within the annual commercial budget.
-	The sales support policy to distributors will be reviewed regularly to ensure that distributor and trade margins are at market rates to ensure the continued support for CDBECO brands.
Continue revitalization and development of brands: The following brand development efforts will implemented in 2023 and continued into 2024:
-	Continue efforts to re-connecting with consumers through better retail distribution, visibility and engagement (on and off line) to drive renewed consumption.
-	Follow through with the implement a portfolio approach.
-	Implement a comprehensive marketing calendar
-	Develop and launch a healthier range of beverages   
-	Set in motion business development plans to take CDBECO beyond 2023
HUMAN RESOURCES AND ADMINISTRATION PLANS IN 2023
Compensation and benefits: 
HR & Admin Department of CDBECO is building and introducing a new Incentive structure for Sales team within this year which can help motivate and retain current employees as well as attract high-quality candidates.
Regulatory documents: 
2023 will be a year of overall revision of the Company’s regulatory documents such as the Company Charter, internal regulations, internal procedures and processes.
Human resources management:
-	Rightsizing the Company with the objective to better utilize the human capital and compensate the team appropriately.
-	Develop a retention scheme for key talents and prepare a successor team.
-	Seasonal workers are taking the place of formal unskilled workers.
Training:
-	First aid
-	Food safety & hygiene
-	Professional occupational health training
-	Labour safety (group 1 and 4)
-	Middle management skills
-	Advanced micro-organism test
-	Food safety control according to ISO 22000
-	ISO 22000 & HACCP assessment
-	Updated information on new equipment, test methods, tools, instruments, and chemicals used in the analysis of key beverage indicators.
-	Welding technique
-	Advanced PLC programming
-	AutoCAD
-	Statistical profession
-	Warehouse management
-	Sales training (selling skills, supervision & training skills, planning skills)
Recruitment:
-	Step up recruitment of a local team in Nhon Trach 3 where the new factory is located. This will help to reduce the need for staff transport and avoid possible travel restrictions should future lockdowns occur.
-	Strengthening the sales leadership.
Administration: 
· Install automatic coffee machines that provide free drinks to promote employee health and morale.
· Encourage team activities and organize events to create a happy team.
Profit distribution in 2022: 
-	This should be done according to 2023 AGM’s resolution. If the 2023 Plan is achieved, a dividend of 5% is recommended as 2023 is expected to be a year of recovery and investment.
The Board of Directors would like to propose the 2023 business plan above for Shareholders’ approval.
Respectfully yours,
	
	ON BEHALF OF THE BOARD OF DIRECTORS
CHAIRMAN


	

Neo Gim Siong Bennett
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