ILC: Explanation for the auditor’s opinion and the reasons and solutions to being put into delisting case
14/04/2014, International Labor and Services JSC explained the auditor’s opinion and the reasons and solutions to being put into delisting case as follows: 
I. Explanation for the reasons and solutions to being put into delisting case: 

1. The reasons caused the consecutive loss of three years

Transport industry was directly impacted by the financial crisis and recession of the world economy since the end of 2008.

In 2010, the market had recovery but because of Eurozone crisis, in 2011 and until now the market continued the recession. These years were the most difficult time of Maritime Industry.
For International Labor and Services JSC, the main key activity was international shipping (accounting for 97% of the revenue). Thus, the Company was always facing the difficulties in international market and difficulties of the enterprise. These reasons caused the consecutive loss of three years.

a/ Outside reasons:

- The shipping market faced difficulties, the imbalance between demand and supply on the shipping market, making the sea freight not recover, and the demand on goods shipping in the world was seriously impacted due to the decline in economic growth. The Baltic Dry Index (BDI) was still at lower average level.
- The oil price in the world increased highly, so the fuel cost (the biggest cost) increased highly caused direct impact on the profit of the Company.

- The Ship-owner of Vietnam must perform a series of International conventions on maritime industry.
b/ Internal reasons

- Debts/equity was at high level because the ship team of the Company bought by loans (USD) from commercial banks, so the financial cost (loan and the loss of the exchange rate) became the big pressure on the Company.
Although the revenue from the operation in years of the Company had growth but the increase in the cost (cost price), especially fuel cost increased both absolute value and relative value, so the operation efficiency was impacted seriously.
Although in years, the operation value of the Company gained the gross profit, if ignoring the financial cost (borrowing interest and exchange rate) the production and business operation of the Company still gained the profit but as mentioned in above paragraph (the ship team of the Company bought by loans (USD) from commercial banks).
The specific figures as follows:

	Items
	2011
	2012
	2013

	Total revenue

- Shipping

- Labors for lease

- Office for lease
	168,843,937

163,661,774

4,653,108

529,055
	178,207,211

172,144,199

5,501,230

561,782
	199,223,067

192,610,144

6,044,414

568,509

	Cost of goods sold

- Ratio on revenue

In which: Fuel cost

- Ratio on revenue

- Revenue on cost price
	134,916,264

79,91%

32,136,995

19.03%

23.82%
	156,849,356

88,02%

53,070,315

29.78%

33.84%
	178,994,697

89.85%

75,275,520

37,78%

42.05%

	Gross profit from Production and Business operation
	33,927,672
	21,357,855
	20,228,370

	Financial cost
	29,951,600
	20,397,962
	22,980,902

	Management cost
	10,323,718
	11,062,400
	9,019,594

	Net profit from Production and Business operation
	(6,347,645)
	(10,102,507)
	(11,772,126)


2. Solutions:
1. Exploit the available potentials of the Company effectively; focus on assets, labor force to increase the production and business efficiency of the Company.
2. Coordinate with traditional partners; promote the market exploitation to increase the income sources of the Company 
3. Recruit and train, maintain and increase number of crews who work for the domestic and foreign ship-owners, especially pay attention to Japan market
4. Manage, supervise the fuel consumption, materials, save costs, and control material purchase, repairing activity to reject unnecessary costs.

5. Manage and save the office cost and braches.
With above solutions, in Quarter I/2014, the Company still kept the stability of Production and Business operation on shipping (expected profit of Quarter I/2014 was VND 10.8billion)

II. The auditor’s note
The auditor’s opinion: “The financial statement 2013 of the Company made on the base of consecutive operation. As stated in the financial statement, total short-term debts of the Company as on 31/12/2014 exceeded total short-term assets in amount of VND 17,014,225,039. The accumulative loss of the Company on 31/12/2014 was VND 51,890,121,605. Thesefactors caused the doubtfulness on the consecutive operation of the Company”.
The explanation: As stated in Statement No.2 for financial statement – the base of making financial statement, Management Board of the Company had had production and business plan, extended debts, etc. so that above factors did not caused the impacts on the operation of the Company in coming times as follows:
- Management Board of the Company made plan on working with some service suppliers, these suppliers were traditional partners of the Company. The extension of the debts in certain time was feasible.
- Most of the receivables of the Company on 31/12/2014 were the receivable of shipping freights and crew for lease. The Company tried to recover the debts and recovered in Quarter I.2014.

- In the difficult conditions of shipping industry, the Company always tried one’s best to solve the difficulties, save cost. The Company was taking measures to recover and put into operation, take use of the plan for lease, office for lease. The capital also strengthened the crew export, ship management service in order to create the income for the operation.
- The Executive Board of the Company committed that if the Company was short of capital in the process of operation, Chair of Board would support capital from private financial source, mobilize the capital from inside and outside the Company for the operation of the Company.
The Company operated in the shipping industry and labor export for many years. The Company had enough conditions and believed in the stable and consecutive operation in coming time.
