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CONTENT OF THE PROSPECTUS

I. RISK FACTORS

In order to ensure explicitness, publicity of the listing, protect legal rights and benefits of investors, we (Consulting organization – Vietnam International Securities Joint Stock Company – VISecurities) recommend investors to refer this part to have appropriate evaluation and investing decision to shares of Vinh Khanh Cable Plastic Corporation (VKC).

1. Economic risk

According to General Statistics Office of Vietnam, in recent years, Vietnam had quite high and stable growth rate: it was 8.4% in 2005, 8.2% in 2006, 8.44% in 2007, and 6.2% in 2008. In 2009, growth rate of Vietnam decreased to only 5.23%; in 6 first month of the year, Vietnam had to face the fact that export decreased strongly, price of domestic goods increased, inflation in first months increased highly; however, in the 6 last months, the economy had sign of recovery, growth rate of Quarter III, Quarter IV of 2009 increased higher than that in 2008 of 6.9% and 5.89% in turn; situation of export also had positive changes, export output increased 7.1% in comparison with that in Quarter IV of 20081. In 6 first months of 2010, GDP of the whole country increased 6%; expectedly, in 2010, GDP would increase 6.5 – 7%.

Also according to General Statistics Office, CPI of the whole country in 2009 only increased 6.88%. This was a positive rate in the context that the Government set target of limiting inflation in 2009 to less than 7%. According to evaluation of IMF, in 2009, Vietnam had timely and flexible solutions and methods to cope with inflation2.

If in 2008, lending interest rate continuously fluctuated complexly, then in 2009, monetary market had maintained its stability; this was shown by that State Bank had continuously remained basic interest rate at 8%/year. This was a good sign for production-business enterprises when lending interest rate depended on fluctuation of basic interest rate.

In 2008 – 2009, although State Bank implemented policy of stabilizing monetary and policy of devaluating USD of the US, but the USD in Vietnam market still increased, which affected to price of import materials of the Company.

Situation of economic fluctuation brought about changes of interest rate and inflation, which made consumption value of products decreased by demand of consumption due to increase of price. Thus, companies in the sector in general and Vinh Khanh in particular had many difficulties in their production-business operation.

With spirit of actively coping with changes of the market, Vinh Khanh Cable Plastic Corporation always builds appropriate solutions to fluctuation of the market to ensure production-business operation of the Company to maintain and develop well.

2. Legal risk

Currently, legal system of Vietnam is still in progress of modifying and perfecting so inappropriate application would create legal risk for business operation of the Company. However, by accessing WTO, this risk would decrease because commitments of the State, regulations of Law are improved to be simple, explicit and stable due to common regulation of the world.
In addition, Vinh Khanh Cable Plastic Corporation is running business in model of a Joint Stock Company and is a public company so operation of the Company has to follow adjustments of Law on Enterprises, Securities Act and related instructing documents. Any change in legal documents above would affect operation of the Company. However, with an experienced team of leaders, Vinh Khanh Cable Plastic Corporation always takes initiative in researching, catching and applying current regulation to give appropriate business development plans to help the Company limit legal risk.
3. Particular risk

3.1. Risk of technology change

Fluctuations of economic development would affect to telecommunication of the country, then following the replacement of fiber cable for copper cable. This directly affects to production and consumption output of copper cable of Vinh Khanh. So, since 2007, Vinh Khanh Company has researched to change production technology from telecommunication cable to LAN (Local Area Network) cable to serve export and domestic market.
At the same time, Vinh Khanh also invests in production line of fiber cable for plan of “FTTH” (Fiber to the Home).
3.2. Risk of fluctuation of price of materials

Materials account for high rate in price of products, in which there are mainly material copper and chemicals, so fluctuation of price of materials would affect to profit of the Company. Fluctuation of price of material copper and chemical often comes from fluctuation of economic, political situation in the world as well as strong increase of price of oil and increase of consumption and monetary reserves of some big countries in the world.
In order to cope with fluctuation of price of materials, currently, the Company has used some methods such as: Making plans of producing, buying materials based on orders of customers; Organizing research, evaluation of fluctuation of price of materials in the world as basis for materials reserve; Implementing contracts of buying materials periodically to level fluctuation of price of materials in the world market; Validating process of production to reduce loss of materials in progress of production, use up mistake products for other production stages, etc.
Accordingly, business operation of the Company could bear risk of fluctuation of price of materials. However, if price of materials increases in long-term, the market would adjust selling price of products; so, the Company could increase selling price, which makes revenue increase and exterminates risk of increase of price of materials or when the Company could take initiative in material source, these risks could also be limited much.
3.3. Risk of sale

In field of business of plastic pipe, current main customers of VKC are telecommunication companies, electricity companies and water supply and drainage companies. In situation of cutting down state budget in current period, it could affect directly to revenue of plastic pipe sector of VKC. In addition, policies of buying in form of tender to build construction with fluctuating number depending on each tender package also affect to revenue and profit in the period. Thus, along with maintaining and developing construction customers, VKC also concentrates in building agencies to distribute civil plastic pipe, which bring about high revenue and profit in the future. In field of telecommunication cable and materials: Vietnam Posts and Telecommunications Corporation (VNPT) is the customer consuming high rate of products of telecommunication cable and materials companies in recent time. With such high rate of product consumption of VNPT, copper cable market for Vietnam telecommunication has not enough factors of a competitive market but still depends much on buying policy of buyers. With regard to VKC, the Company has opened consumption market of its products to other telecommunication service providers except for VNPT such as FPT and export markets as Japan, the Philippines, the US, etc. As well, regarding to LAN cable product, VKC intends to develop export OEM market (foreign products processed locally) and open domestic distribution system to diversify customers, increase revenue and profit.
Regarding to new products, which the Company has planned to invest in such as LAN cable, material copper, etc., rate of acceptance and consumption of the market cannot be calculated exactly. However, according to development orientation of the world economy in general and Vietnam in particular, these are essential products, which could satisfy demand and development orientation of Vietnam in particular, of the world in general so potential of development and demand of the market is quite high.
4. Other risks

Some irresistible risks which are hardly able to happen could affect to business operation of the Company. Those are disasters (drought, flood, earthquake, etc.), wars or diseases in large scale.
II. RESPONSIBLE PERSONS FOR THE PROSPECTUS

Listing organization

Mr. Lam Quy Chuong
Title: Chairman of Board of Management cum General Director

Mr. Le Minh Chi

Title: Head of Board of Supervisors

Mr. Tran Manh

Title: Financial Director

Mr. Duong Minh Hoa
Title: Chief Accountant

We commit that the information and data on this Prospectus are reasonable for the reality that we have already known, inspected or collected.
Consulting organization

Mr. Pham Linh

Title: General Director

This prospectus is one part of the document for listing registration designed by Vietnam International Securities Joint Stock Company on basis of consulting contract for listing shares on stock exchange no.103/2007/VIS-TV with Vinh Khanh Cable Plastic Corporation.

We commit that word analysis; assessment and selection on this Prospectus are reasonably and carefully implemented based on information and data supported by Vinh Khanh Cable Plastic Corporation.

III. DEFINITIONS AND ABBREVIATIONS

· “Prospectus”: The information announcement of the Company on its situation of finance, business in order to provide information for investors for reference to give evaluation, make decision of securities investment;

· “Chartered capital”: Capital contributed by all shareholders and committed in a fixed term, which is recorded in Charter of the Company;
· “Share”: chartered shares which are divided into equal parts;

· “Stock”: certificate or entry published by the Company to confirm right of owning one or some shares of the Company;
· “Shareholder”: organizations or individuals owning at least 1 share published by the Company;

· “Dividend”: net profit paid for each share in cash or other assets from remaining profit of the Company after implementing all financial obligations;

· “Financial year”: a twelve-month year from 01 January to 31 December of each solar year.
· SSC
: State Securities Commission

· HNX
: Hanoi Stock Exchange

· The Company: Vinh Khanh Cable Plastic Corporation

· VKC
: Vinh Khanh Cable Plastic Corporation

· VIS
: Vietnam International Securities Joint Stock Company

· BOM
: Board of Management

· BOS
: Board of Supervisors

· VND
: Vietnam dong

· Listing organization: Vinh Khanh Cable Plastic Corporation

· Consulting organization: Branch of Vietnam International Securities Joint Stock Company

· BCTC
: Financial statement

· JSC
: Joint Stock Company

· Co., ltd: Company limited

· CP
: Share
IV. SITUATION AND CHARACTERISTICS OF LISTING ORGANIZATION

1. Summary of establishment and development

1.1. Introduction of the Company

· Vietnamese name: CÔNG TY CỔ PHẦN CÁP NHỰA VĨNH KHÁNH
· International name: VINH KHANH CABLE PLASTIC CORPORATION

· Abbreviated name: VKC

· Logo:
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· Chartered capital: VND 130,000,000,000 (One hundred thirty billion dongs)

1.2. Establishment and development
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Predecessor of the Company was Vinh Khanh Plastic Elastic Privately Own Enterprise, which was established in 1993 in Song Be province (now as Binh Duong province). Main operation sector of Vinh Khanh was production and business of plastic pipe to serve post and telecommunication sector.
In 1995, the Enterprise renamed as Vinh Khanh Co., ltd with chartered capital of VND 5.3 billion according to Establishment Certificate no. 396/GB.UB, publishing no. 4399/GP-TL-DN-02 dated 05/12/1995 by Song Be People’s Committee.

In 1997, the Company increased chartered capital to VND 8.7 billion, added some business & investment sectors to Telecommunication sector, and started producing subscriber telephone wire (dropwire).
In 1999, being aware of importance of applying quality control system, Vinh Khanh was one of private enterprises in Vietnam to pioneer in investing system of quality control under standard ISO 9002.
In 2002, with attempts during 5 years, Vinh Khanh was commended as “Typical unit for 5 solid years” (Top 60) by ASEAN Plastic Industry Union.
Attempts of Vinh Khanh was continuously recorded and granted with certificate of satisfactory progress “Excellent enterprise for 5 solid years” (Top 24) by Vietnam Plastic Association because in 5 years, the Company had growth rate from 15%-25% in aspects of revenue, profit, payment to State budget and increase of salary of employees.
On June 2003, Vinh Khanh privatized and renamed as Vinh Khanh Joint Stock Company according to Business Registration Certificate no. 4603000070 dated 02/06/2003 issued by Binh Duong Authority for Investment and Planning. 2003 was also a turning-point in development history of Vinh Khanh because in this year, Vinh Khanh was brave to rearrange, streamline business sectors to a more effective orientation.
In 2005, the Company was officially renamed as Vinh Khanh Cable Plastic Corporation, with chartered capital of VND 85 billion. From 2003 up to now, this investment decision has brought about impressive result for Vinh Khanh: revenue in following years was double to that in previous years, which increased from VND 141 billion (2004) to VND 235 billion (2005), 523 billion (2006), 262 billion (2008) and 356 billion (2009).
In 2008, due to technology change from copper cable to fiber cable in telecommunication, Vinh Khanh decided to invest in researching and deploying production of new products – Slim- and Flat-typed LAN cable to provide export market.

In 2009, in order to expand development, Vinh Khanh increased chartered capital to VND 130 billion and prepared to publish more shares to mobilize capital to expand production-business.

During 15 years of establishing and developing, from a small enterprise producing plastic pipe with average capacity of 2000 tons/year, until now, Vinh Khanh has expanded scale and changed business sector structure appropriately to be able to provide 480,000 boxes of LAN cable, 60,000 km of dropwire, 6,000 tons of plastic and 36,000 km of fiber cable in 1 year in average.
1.3. Achievements

· Certificate of system of quality control under standard ISO 9002 (1994); version ISO 9001:2008; version ISO 9001:2008 certified by Quacert.
· International certificate UL (Underwriters Laboratories) first in Vietnam for product of LAN cable produced in Vietnam.

· International certificate ETL (Edison Testing Laboratories) first in Vietnam for product of LAN cable produced in Vietnam

· Certificate of Top 500 Biggest Private Enterprises in Vietnam by Vietnam Report and Vietnamnet.

· Certificate of satisfactory progress “Typical unit for 5 solid years 1996 – 2001” by ASEAN Plastic Industry Union.

· Certificate of satisfactory progress “Excellent enterprise for 5 solid years 1997 – 2002” by Vietnam Plastic Association.

· Golden Cup Vietbuild in 2003, 2004, 2005, 2006, 2007, 2008, and 2009.

· Viet Brand Golden Cup 2006.

· Vietnam Industry Brand Golden Cup.

· Title “Leading brand of Vietnam construction industry”

· Title “Vietnam products of high quality” voted by consumers.

· Title National famous brand 2010.

· Certificate of satisfactory progress “Unit implementing well tax obligation for State budget continuously from 1993 to 2001” by Ministry of Finance.

· Certificate of satisfactory progress “Unit implementing well tax obligation in 2004” by General Department of Taxation.

· Certificate of satisfactory progress “Self-governing security” and “Labor & fire safety” by Binh Duong People's Committee.

· Certificate of satisfactory progress “Excellent achievement in Union activities”.
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1.4. Process of increasing chartered capital
Table 1: Process of increasing chartered capital of the Company

	Publishing time
	Chartered capital after publishing (VND)
	Legal base
	Form of increasing chartered capital

Publishing method

	02/06/2003
	85,000,000,000
	According to Charter and Business Registration Certificate at the moment of establishment
	Establishing joint stock company

	02/01/2007
	86,400,000,000
	Resolution of annual General Meeting of Shareholders no.01/NQ/HDCD-07 dated 02/01/2007
	Publishing to current shareholders

	30/06/2007
	100,000,000,000
	Resolution of annual General Meeting of Shareholders no.03/NQ/HDCD-07 dated 30/03/2007
	Dividing dividend in shares

	20/10/2007
	105,500,000,000
	Resolution of annual General Meeting of Shareholders no.03/NQ/HDCD-07 dated 30/03/2007
	Publishing to current shareholders and staff

	20/10/2009
	130,000,000,000
	Resolution of annual General Meeting of Shareholders no.01/NQ/HDCD-09 dated 20/10/2009
	Publishing to current shareholders


Source: VKC

· INCREASING CHARTERED CAPITAL FROM VND 85 BILLION TO 86.4 BILLION

Chartered capital of the Company on 01/01/2006 was VND 85,000,000,000, equivalent to 8,500,000 shares. Pursuant to Resolution of annual General Meeting of Shareholders no.01/NQ/HDCD-07 dated 02/01/2007, the Company published to current shareholders with number of shares of 140,000 shares (number of shareholders: 03 persons). Result of this publishing on 02/01/2007 was that Chartered capital of the Company reached VND 86,400,000,000, equivalent to 8,640,000 shares.

· INCREASING CHARTERED CAPITAL FROM VND 86.4 BILLION TO 100 BILLION

Pursuant to Resolution of annual General Meeting of Shareholders no.03/NQ/HDCD-07 dated 30/03/2007, the Company divided dividend in shares with 1,360,000 shares (Number of shareholders: 03 shareholders). Result of this publishing on 30/06/2007 was that Chartered capital of the Company reached VND 100,000,000,000, equivalent to 10,000,000 shares.

· INCREASING CHARTERED CAPITAL FROM VND 100 BILLION TO 105 BILLION

Pursuant to Resolution of annual General Meeting of Shareholders no.03/NQ/HDCD-07 dated 30/03/2007, the Company published 500,000 shares to current shareholders (15 shareholders). Result of this publishing on 31/10/2007 was that Chartered capital of the Company reached VND 105,000,000,000, equivalent to 10,500,000 shares.

· INCREASING CHARTERED CAPITAL FROM VND 105 BILLION TO 105.5 BILLION

Pursuant to Resolution of annual General Meeting of Shareholders no.03/NQ/HDCD-07 dated 30/03/2007 and Resolution of Board of Management no.09/NQ/HDQT-07 dated 20/10/2007, the Company published 500,000 shares to staff (96 persons). Result of this publishing on 31/01/2008 was that Chartered capital of the Company reached VND 105,500,000,000, equivalent to 10,550,000 shares.

· INCREASING CHARTERED CAPITAL FROM VND 105.5 BILLION TO 130 BILLION

Pursuant to Resolution of annual General Meeting of Shareholders no.01/NQ/HDCD-09 dated 20/10/2009, the Company published 2,450,000 shares to current shareholders (99 shareholders). Result of this publishing on 31/12/2009 was that Chartered capital of the Company reached VND 130,000,000,000, equivalent to 13,000,000 shares.

On 30/10/2009, number of shareholders of the Company was 103 persons, the Company registered public company with SSC right after satisfying all conditions of a public company. On 02/02/2010, SSC had dispatch no.45 and 46/CQDD-NV to instruct the Company to releasing news as a public company.

2. Organizational structure: Office of the Company, enterprises, plants, branches, representative offices
· Head office:

· Address: Chau Thoi hamlet, Binh An commune, Di An district, Binh Duong province

· Tel: (0650) 3 751 501

· Fax: (0650) 3 751 699

· Website: www.vcom.com.vn  / www.vinhkhanh.com.vn
· Branches:

· Name: Branch of Vinh Khanh Cable Plastic Corporation in Can Tho

Address: No.84 Mau Than, An Hoa ward, Ninh Kieu district, Can Tho city

· Name: Branch of Vinh Khanh Cable Plastic Corporation in Quy Nhon – Binh Dinh

Address: Plot 15 Quang Trung Industrial Zone – Quy Nhon city

· Name: Branch of Vinh Khanh Cable Plastic Corporation in Ho Chi Minh City

Address: A13 Tran Thien Chanh, ward 12, district 10, Ho Chi Minh City

· Representative offices:

· Name: Representative of Vinh Khanh Cable Plastic Corporation

Address: No.111D Ly Chinh Thang, district 3, Ho Chi Minh City

· Name: Representative of Vinh Khanh Cable Plastic Corporation

Address: A13 Tran Thien Chanh, ward 12, district 10, Ho Chi Minh City

Organizational structure of the Company

[image: image5.png]VINH KHANH

CABLE PLASTIC CORPORATION

'HEAD OFFICE

BRANCH SYSTEM

[REPRESENTATIVE
OFFICE SYSTEM

FACTORY
SYSTEM

HCMC BRANCH »  DIsTa »  CABLE
REP.OFFICE FACTORY
| canTHO »  DIsT10 »| LANCABLE
BRANCH REP.OFFICE FACTORY

L quyNHON »  PLASTIC
BRANCH FACTORY





Chart of Management structure of the Company
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3. Management structure of the Company

3.1. General Meeting of Shareholders

General Meeting of Shareholders is the organ which has highest authority in the Company according to Law on Enterprises and Charter of the Company. General Meeting of Shareholders has tasks to discuss and approve short-term and long-term development policies of the Company, decide capital structure, elect management machinery and manage production-business operation of the Company.

3.2. Board of Management

Board of Management is the management organ of the Company, which has authority on behalf of the Company to decide all problems relating to purpose, benefit and operation of the Company except for problems under authority of General Meeting of Shareholders which are not delegated. Board of Management has responsibility to build business plans, give solutions, and make decisions to achieve targets set by General Meeting of Shareholders.
List of Board of Management:

· Mr. Lam Quy Chuong

: Chairman of Board of Management

· Mr. Hoang Van Quyen
: Member of Board of Management

· Mr. Pham Linh

: Member of Board of Management

· Mr. Nguyen Thoai Hong
: Member of Board of Management
· Mr. Le Pham Vinh

: Member of Board of Management

3.3. Board of Supervisors

Board of Supervisors is the organ directly under General Meeting of Shareholders, which is elected by General Meeting of Shareholders. Board of Supervisors has responsibility to check validity and legality of administration of business operation, financial statement of the Company.
List of Board of Supervisors:

· Mr. Le Minh Chi

: Head of Board of Supervisors

· Mr. Ha Anh Tuan

: Member of Board of Supervisors

· Mr. Vo Thien Chuong

: Member of Board of Supervisors

3.4. Board of General Director
Board of Directors is the organ administrating all business operation of the Company. General Director is the legal representative of the Company, who administrates and has highest authority in all problems relating to daily activities of the Company and takes responsibility in front of Board of Management for implementation of assigned rights and tasks. Helping General Directors are Deputy General Directors and Department Managers (directly under General Director’s direction). Based on ability, requirement of management, General Director implements delegation of some particular authorities to members of Board of Directors on professional business management. Deputy General Directors and Department Managers (directly under General Director’s direction) take responsibility in front of General Director on delegated works, actively solve works allocated by General Director in accordance with regulation of the State and Charter of the Company.
List of Board of General Director

· Mr. Lam Quy Chuong

: General Director

· Mr. Nguyen Thoai Hong
: Deputy General Director

· Mr. Le Pham Vinh

: Deputy General Director

· Mr. Tran Manh

: Financial Director

3.5. Department of Sale & Marketing

Function: In charge of marketing, sale; Building sale strategy and policy, building production plan, combining with production plant in producing and delivering, implementing operation of export-import; Setting targets, plans for quarterly, yearly activities; Making and managing economic contracts, directly managing business unit directly under the Company and sale agencies.
3.6. Department of Finance & Accounting

Function: Organizing works of accounting, statistics, calculating, recording and updating arising business, defining production-business performance and analyzing periodical production-business performance, discovering waste and damage to solve; Making financial plan, credit plan, cash plan and unifying production-business operation of the Company periodically; Building, organizing to deploy implementation of financial regulation
3.7. Department of Administration & Personnel

Function: Managing office assets, equipment. Supervising management of assets and production equipment of plants; Managing and arranging works relating to administration and stationary of the Company; Managing personnel, recruiting, training, managing salary and policies for employees of the Company; Implementing periodical evaluation of personnel and helping Board of General Director in recruiting and arranging senior personnel.
3.8. Department of Materials supply

Function: Building input materials plan for production operation of the Company; Monitoring and evaluating input quality of materials, monitoring list of customers and procedures to buy goods in the country as well as to export.

3.9. Production block

Function: Organizing to produce to make sure of plan and extraordinary tasks assigned by the Company; Managing and administrating production in accordance with system of quality control ISO, reducing rate of waste products and materials; Building limit of materials and labor consumption.
4. List of founding shareholders and shareholders holding more than 5% of shares

4.1. List of founding shareholders and rate of share

Table 2: List of founding shareholders and rate of share

According to Business Registration Certificate no.3700510650 issued by Binh Duong Authority for Investment and Planning on 02/06/2003; Registration of 8th change on 10/03/2010, list of founding shareholders of the Company was as follows:

	No.
	Name of shareholder
	ID
	Address
	Number of shares
	Rate of contribution

	1
	Lam Quy Chuong
	BA668433
	48/3C Ho Bieu Chanh, Phu Nhuan district, HCMC
	3,035,602
	23.35%

	2
	Quach Van Hen
	020452666
	28/54 Mai Xuan Thuong, ward 1, district 6, HCMC
	1,313,888
	10.11%

	
	Total
	4,349,490
	33.46%


Source: VKC
According to regulation of Law on Enterprises, from 02/06/2006, founding shareholders of the Company was no longer restricted from transfer with 4,349,490 common shares owned by themselves.
4.2. List of shareholders holding more than 5% of shares of the Company

Table 3: List of shareholders holding more than 5% of shares until 16/09/2010
	No.
	Name of shareholder
	ID
	Total
	Object
	Rate

	1
	Lam Quy Chuong
	BA668433
	3,035,602
	Key staff
	23.35%

	2
	Lin Mei Kuang
	132562201
	2,576,000
	Foreign individual
	19.82%

	3
	Tran Thuc Man
	021919746
	1,162,000
	Domestic individual
	8.94%

	4
	Quach Van Hen
	020452666
	714,888
	Domestic individual
	5.50%

	
	Total
	7,488,490
	
	57.60%


Source: List of shareholders of VKC on 16/09/2010
4.3. Structure of shareholders until 16/09/2010

Table 4: Structure of shareholders

	No.
	Shareholder
	Number (individual or organization)
	Number of shares
	Value (VND)
	Rate

	I
	Domestic
	124
	7,208,398
	72,083,980,000
	55.45%

	1
	Organization
	2
	1,000,000
	10,000,000,000
	7.69%

	2
	Individual
	122
	6,208,398
	52,083,980,000
	47.76%

	II
	Foreign
	4
	5,791,602
	57,916,020,000
	44.55%

	1
	Organization
	-
	-
	-
	-

	2
	Individual
	4
	5,791,602
	57,916,020,000
	44.55%

	
	Total
	128
	13,000,000
	130,000,000,000
	100%


Source: List of shareholders of VKC on 16/09/2010
5. List of parent companies and subsidiary companies: None
6. Business operation

6.1. Products, value of output, services through years
6.1.1. Main business sectors of the Company

According to Business Registration Certificate no.3700510650 issued by Binh Duong Authority for Investment and Planning first on 02/06/2003 and registered for 8th change on 10/03/2010, business sectors of the Company include:

Table 5: Business sectors of the Company
	No.
	Sector
	Code

	1
	Service of providing sea food and aquatic food
	

	2
	Producing products from wood, bamboo, plating materials
	C16

	3
	Producing paper used in religion
	C17

	4
	Producing tire and tube, products made from rubber
Producing products made from plastic of all kinds, PVC, PE
	C22

	5
	Producing wire, telecommunication cable, phone, phone equipment
Producing electric fan, motor of all kinds
	C27

	6
	Producing, assembling machinery
	C28

	7
	Clearing ground
	F43

	8
	Building civil and industrial construction
	F41

	9
	Buying and selling tire and tube, accessories
	G45

	10
	Buying and selling seafood and aquatic food, battery, civil electric products, interior decorating products, motor of all kinds, machinery for electricity, iron and steel sectors, aluminum frame, metal products, construction materials, industrial pastel, basic chemicals. Agent of goods consignment. Buying and selling wire, telecommunication cable, phone, phone equipment, machinery for telecommunication sector, products made from plastic of all kinds, PVC, PE, steam kiln, medical equipment, products from wood, bamboo, plating materials, cast iron pipe, accessories of cast iron pipe for water supply and drainage sector
	G46


6.1.2. Main products of the Company

6.1.2.1. Tire
Tire business accounted for 68% of total revenue in 2009 of the Company and continued growing through years. Currently, Vinh Khanh is distributing Maxxis tire in the Central market and South market with these types of products:

· Tire of tourism car of all specification (not using tube) produced in Thailand

· Tire and tube of truck produced in Vietnam

· Tire and tube of motor including tire and tube of motor and tire of motor scooter (not using tube) produced in Vietnam

With dominating quality and reputation, good service, Maxxis tire is actually trusted to use by Vietnamese.

[image: image7]
6.1.2.2. Plastic pipe

Vinh Khanh plastic pipe is the product contributing 20% of revenue and 68% of total profit in 2009 of the Company; this is the product which brings about high economic result for the Company, grows 15%/year in average.
Vinh Khanh specializes in producing kinds of pipe such as uPVC, HDPE, accessories and pipe glue for sectors of water supply, electricity, post and telecommunication, and civil. Products of Vinh Khanh not only satisfy domestic standard but also meet international standard. Vinh Khanh plastic pipe receives a lot of awards such as Vietbuild Gold Medal for 8 continuous years (2003-2010), Vietnam products of high quality, Industry Gold Cup in 2005, etc.
Main product lines: 
· uPVC plastic pipe: is the Company's flagship product with the diversity and abundance of kinds. Kinds of uPVC pipe produced by the Company currently include: pipe with rubber gasket joints, pipe with glued joints which has diameter from 16mm to 400mm and pressure from 6 to 15 bar, has advantages such as not affecting to water quality, preventing corrosion from contaminated environment, having high chemical durability, small friction coefficient for fastening water flow, insulating & heating well, being hard to catch fire or rust, increasing impact resistance and pressure, being light and easy to transport and installation. With those superior features, uPVC pipe quickly replaces pipes made from traditional materials such as metal, concrete. Currently, uPVC pipes are applied in many fields such as: water supply and drainage system in construction, light industry; dropwire, cable in the energy industry; pipe for postal sector, fibre optic cable, etc.
· HDPE pipe: HDPE pipe is currently produced by the Company with sizes from 20mm to 315 mm and applied in industrial water supply and drainage pipes with a diameter of up to 1200mm. HDPE pipe for water supply and drainage construction, civil and electrical construction, post and telecommunication, transportation of corrosive solution, water supply and irrigation. Preeminence of HDPE pipe is lightweight, easy-installation, low installation cost; the pipe can withstand pressure up to 16 bar; pipe has diameter smaller than 100mm so it can roll to save shipping cost.
· 2-layer plastic pipe uPVC-HDPE: This is the first two-layer pipe in Vietnam which combines advantages of uPVC pipes and HDPE pipes: HDPE inner layer is smooth; outside layer is PVC; it is easy to connect and install fittings than HDPE pipe, which saves installation cost, welding cost compared to HDPE pipe system. Product of 2-layer complex pipe uPVC-HDPE is suitable for system of supplying clean water, hot water.
· Producing and trading accessories, glue to install plastic pipe

In addition, Vinh Khanh also produces and trades cast iron pipe, electricity pipe, wall edge, and other products providing for post and telecommunication sector, etc.
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6.1.2.3. Telecommunication cable

Before 2007, telecommunication cable was the main product in structure of revenue of Vinh Khanh. Until 2008, because of technology transfer from copper cable to fibre optic cable, revenue of cable sector reduced. Thus, from the end of 2008 up to now, Vinh Khanh has focused on researching to transferring technology from producing copper cable to producing fibre optic cable to serve export market.
Until now, Vinh Khanh has traditional products as follows:

· Metal communication cable of hanging type and culvert-passing type filled with oil: Cable is made of pure copper, fibre is insulated by high density PE plastic, coded according to color law of the US, cable gut is filled with oil to prevent moisture, next to Polyester layer to protect cable core. There is also an aluminum coating to prevent moisture and interference. Outside is a black PE coating resistant to ultraviolet ray. This cable type has galvanized steel wire to be able to hang on columns or other supporting structure. Hanger cable and culvert-passing cable are often used to connect from cable distribution cabinet to the center box. In addition, it can also be used to connect from the subscriber access to the cable distribution cabinets.

[image: image10]
· Inside cable: Structure of the inside cable includes conductor cable made ​​from soft, pure and fibre copper, insulated with PE layer coded by color, then Polyester layer to protect cable core. The outermost layer is the protective black PE cover resistant to UV. Inside cable is used for indoor installation, connection from local switchboard or main cable box to subscriber reaching cabinet.
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· Subscriber wire (Dropwire): Structure of the inside cable includes conductor cable made ​​from soft, pure and fibre copper or twisted soft copper, or tinned copper, insulated with PE layer coded by color, then Polyester layer to protect cable core. The outermost layer is the protective black PE cover resistant to UV. Dropwire also has reinforcing steel wire to hang on columns or other supporting structures. Dropwire is used to connect from subscriber reaching cabinet to subscribers.
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6.1.2.4. Fibre optic cables

Fibre optic cable becomes popular for several telecommunication requirements. It has superior strength over normal electricity conducting methods:
Big capacity: Fibre optic cable could transmit great volume of information. With current technology, 2 fibre optic cables could transmit 60,000 conversations at the same time.
Small size and weight: In comparison with 1 copper cable of the same capacity, fibre optic cable has smaller diameter and lighter weight.

No Electro Magnetic Interference: Transmitting by fibre optic cable is not affected by Electro Magnetic Interference (EMI) or Radio Frequency Interference (RFI); and it does not create any inner interference.
Isolation: Fibre optic cable is an isolating item. It could remove interference caused by electric current underground or dangerous circumstances caused by electric discharge on information lines such as lightning or problems of electricity.
Security: Fibre optic cable provides high information security. 1 fibre optic cable cannot be extracted to steal information as such normal electric instruments as surface electricity conductor or electro-induction, and it’s very hard to extract to take information in form of optic signal.
High reliability and easy maintenance: Routes of fibre optic cable is designed to withstand severe conditions of moisture and temperature and it even could operate in water. Fibre optic cable has long life, estimated of over 30 years for some cables.

Signal regeneration: Nowadays technology allows telecommunication line fibre optic cable of over 70 km before regenerating signal; this distance could increase to 150 km thanks to using laser amplifiers.
Currently, Vinh Khanh is producing and trading kinds of fibre optic cable with high application ability such as Optic Dropwire, Nonmetallic fibre optic cable of hanger type, and nonmetallic fibre optic cable of culvert-passing type.
In addition, Vinh Khanh also has kinds of LAN cable products to export:

· Cat5e/Cat6 cable: UTP/STP/FTP wire with specification of boxes of 305m, 1000m, or 2000m

· Standard Cat5e/Cat6 patch cord wire (Standard): Types of wire with length of 1m, 2m, 3m, 5m, 10m, 15m, and 20m. Being used to connect computer to computer or computer to hub. LAN cable product of Vinh Khanh uses RJ45 jack with pins plated with 50(m of gold to ensure speed of transmitting to reach standard Cat 5e and Cat 6.

· Small Cat5e/Cat6 patch cord wire (Slim): Types of wire with length of 1m, 2m, 3m, 5m, 10m, 15m, and 20m. Being used to connect computer to computer or computer to hub. LAN cable product of Vinh Khanh uses RJ45 jack with pins plated with 50(m of gold to ensure speed of transmitting to reach standard Cat 5e and Cat 6. Especially, outside diameter of 3.6mm has smaller sector than Standard type, it has better looking, appropriate to execute in offices and high buildings, and could reduce impact from external force to the cable. This is one of products researched and produced for the first time in Vietnam by Vinh Khanh.
· Flat Cat5e/Cat6 patch cord wire (Flat): Types of wire with length of 1m, 2m, 3m, 5m, 10m, 15m, and 20m. Being used to connect computer to computer or computer to hub. LAN cable product of Vinh Khanh uses RJ45 jack with pins plated with 50(m of gold to ensure speed of transmitting to reach standard Cat 5e and Cat 6. With thickness of 1.6mm and flat-type, this patch cord is small, neat, good looking and easy to execute; it is also not consumed by twisting. This is one of products researched and produced for the first time in Vietnam by Vinh Khanh.
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Table 6: Output through years (from 2008 to 6/2010)

	No.
	Main product
	Unit
	2008
	2009
	6 months of 2010

	1
	Plastic
	Kg
	4,608,904
	4,477,076
	2,046,022

	2
	Cable
	m
	2,339,093
	1,339,820
	1,280,986

	3
	Tire
	pcs
	1,569,412
	2,161,991
	1,233,983

	4
	Other
	pcs
	1,569,412
	56,428
	4,615


Source: VKC

Output of the Company was adjusted each year depending on particular business plan set by management committee. Rate of output focused on tire and cable, which are strength to bring about high revenue for the Company
Table 7: Net revenue through years

(Unit: VND million, rate %)

	No.
	Content
	2008
	2009
	6 months of 2010

	
	
	Value
	Rate
	Value
	Rate
	Value
	Rate

	1
	Cable
	36,698
	13.63%
	21,955
	6.16%
	15,137
	7.72%

	2
	LAN cable
	-
	-
	349
	0.1%
	4,326
	2.21%

	3
	Plastic
	67,631
	25.82%
	69,838
	19.60%
	33,359
	17.02%

	4
	Tire
	157,167
	60.01%
	242,952
	68.17%
	141,441
	72.17%

	5
	Phone
	1,412
	0.54%
	21,303
	5.98%
	1,707
	0.87%

	
	TOTAL
	261,908
	100%
	356,397
	100%
	195,970
	100%


Source: Audited financial statement of 2008, 2009 and inspected financial statement of QII/2010
STRUCTURE OF NET REVENUE THROUGH YEARS
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In the structure of net revenue of the Company, revenue from tire accounts for major rate. Revenue from plastic previously accounted for high rate but so far, because budget for water supply construction is shortened so it affects to revenue growth rate of plastic industry. In the first six months of 2010, tire industry still accounted for high rate in the revenue structure of the Company. The Company continued developing the orientation of development in the future by focusing on expanding to increase cable industry revenue increase with the strength from fibre optic cable technology paralleling with continuing advantages of traditional industries.
Table 8: Structure of gross profit through years

(Unit: VND million)

	No.
	Content
	2008
	2009
	6 months of 2010

	
	
	Value
	Increase/ decrease
	Value
	Increase/ decrease
	Value
	Increase/ decrease

	1
	Cable (*)
	(10,841)
	-
	(16,448)
	-
	(1,900)
	-

	2
	LAN cable (*)
	-
	-
	97
	-
	760
	684.93%

	3
	Plastic
	17,247
	117.59%
	26,022
	50.88%
	10,134
	(61.06%)

	4
	Tire
	9,547
	(25.03%)
	26,723
	179.91%
	19,611
	(26.61%)

	5
	Phone
	134
	(94.81%)
	1,781
	1,228.91%
	314
	(82.37%)

	TOTAL
	16,087
	(67.29%)
	39,175
	137.30%
	28,919
	(24.25%)


Source: VKC
Note: Profits of cable industry through years were negative so % of increase/decrease was not counted.

In 2008-2009, cable industry of the Company got loss of 10.8 billion and 16.4 billion, because of the transfer of technology from copper telecom cable to fibre optic telecom cable, which made cable industry revenue to decline, this is the general situation of other companies in the same sector. However, since 2008, the Company has planned to research and transfer technology to the LAN cable production, and promoted activities of finding export market for network cable. Thus the Company's export situation became more favorable for reducing loss from over 16.4 billion in 2009 to 1.9 billion in the first 6 months of 2010. 
Although production technology has been transformed, revenue of cable industry in the first six months of 2010 did not yet reach break-even revenue. Therefore, some fixed costs of cable industry had not been offset by revenue of cable industry. Signed contracts with clients such as FTP and export orders in the first six months of the year had not been done, so almost revenue was made ​​in the last six months of 2010. With current favorable business situation of cable industry, cable industry business performance in 2010 would be positive and contribute to profit of the Company.
Tire industry still contributed large rate in gross profit structure of the Company because Vinh Khanh is the general agent of Chengshin tire for nearly 20 years, so it has wide spreading distribution system in Vietnam market. In addition, large motor brands as Honda, Suzuki, SYM, Piaggio, Kymco also signed Chengshin tire assembling contract for all types of motor produced by them. With number of available customers and network spreading across provinces, Vinh Khanh will continue developing its strength of tire products to be able to bring about considerable profit in the future.
Although plastic industry had decrease in rate of net revenue but it still contributed significant profit. In the coming time, taking advantage of plastic products with large pipe type to serve major construction and wide spreading distribution system with loyal customers in over 15 years of Maxxis tire, revenue and profit of Vinh Khanh would be continuously growing. Currently, Vinh Khanh is focusing on putting production line of fibre optic cable of superior technology into operation to increase market share and bring about high profit from cable industry in parallel with continuing proving strength of plastic products and tire distribution.
6.1.3. Market segment of each product at home and abroad

6.1.3.1. Tire product
Before 2008, Vinh Khanh is the distributor of Maxxis tire in the whole country. From 2008, Vinh Khanh has evaluated business performance and focused in market segment in the Central and the South. Currently, tire products are distributed as follows:

· Import tire and tire and tube of truck are consumed from Hue to Ca Mau.
· Motor tires of all kinds are consumed from Dong Nai to Ca Mau

In order to support tire distribution network, in 2009, Vinh Khanh established 2 branches in Can Tho and Quy Nhon with entrepôt warehouses to satisfy demand of fast delivery to customers.

6.1.3.2. Plastic pipe product

Vinh Khanh plastic pipe with strong products as big-sized pipe serves water supply and drainage construction, post and telecommunication, electricity, construction and civil construction with such typical customers as Water Supply Corporation and subsidiary units, telecom companies, telecom construction companies of provinces directly under Vietnam Posts and Telecommunications Group (VNPT), FPT Group and subsidiary units, Binh Duong Industry Investment and Development Company Becamex, etc.

According to segment on geography, Vinh Khanh plastic pipe market focuses mainly in Ho Chi Minh City, Western South and Eastern South, where there is highest economic growth rate in the country, which has concentrated inhabitant areas, high density of urban construction.
In addition, with strategic orientation for next 10 years, Vinh Khanh is gradually recovering and reconstructing system of distributing civil plastic pipe with distribution network from Hue to Ca Mau.

6.1.3.3. Cable product

Traditional market of telecom cable has specific characteristics of a narrow industry focusing on major partners such as VNPT, Viettel, FPT, SPT, etc. Vinh Khanh has built a network of customer consuming Vinh Khanh products in method of direct contact (B2B - Business to Business and B2G - Business to Government), in which the Southern area with huge economic development potential has always been primary market.

As for LAN cable product, a product with outstanding quality and good looking, target market is export market. In early 2010, Vinh Khanh officially signed contract to export LAN cable to Japan. Contracts of exporting to the United States, Brazil, Europe, and Southeast Asian markets are being promoted. In addition, VCOM-branded LAN cable will gradually penetrate into domestic market, especially for the construction of office buildings.
6.1.4. Advantages, disadvantages of each product compared to those of competitors

6.1.4.1. Tire product
Now in Vietnam, there are about 12 tire brands which are competing fiercely in price and quality such as: Import tires of Michelin, Brigestone, Goodyear, Dunlop, Yokohama (tourism tire) and domestic tires of DRC, Casumina, Yokohama (truck tire) and Inoue, Kenda (motor tires).
Tourism cars are assembled with a large number, especially 16-seat cars; so traditionally, drivers prefer Maxxis tire. Tires of Ford Transit, Mercedez Printer, Toyota Hiace are sold a lot by Vinh Khanh.
Maxxis tire (Chengshin) has presented in Vietnam for nearly 20 years; it is 1 of 10 biggest tire brands in the world, which is known and trusted to use by Vietnamese consumers. It is famous for superior quality; the brand always researches and creates new types of tire to be appropriate to traffic in Vietnam; for example, tire must have appropriate friction, tire of scooters does not use tube, etc.
Vinh Khanh is the general agent of Maxxis tire for almost 20 years; it has established and maintained a wide spreading distribution system with loyal customers of over 15 years. The Company has good credit while its revenue and profit continuously grow. This is advantage of distribution channel of Vinh Khanh.
6.1.4.2. Plastic pipe product

Generally, plastic product has different specifications but they have not much difference of model and function.

Although Vinh Khanh plastic pipe product has appeared in Vietnam market for over 15 years, provided for a lot of major construction of Water Supply Corporation, post construction, package no.1 at Hai Van mountain pass of affiliation HAZAMA-CIENCO 6, High technology zone of Intel Vietnam Factory, etc. but it is still not known popularly by Vietnamese consumers.
Advantage of Vinh Khanh plastic pipe product is its prestige, high quality, skillful employees, experience; in addition, the Company also researches and applies technologies to production, applies modern management methods to reduce loss, save cost, decrease price of products and increase competitiveness.
6.1.4.3. Cable product

Vinh Khanh has experience in providing telecom products of over 20 years, producing and providing telecom cable of over 12 years; until now, it has established and maintained a system of close customers, its tradition in telecom sector.

With new product of VCOM LAN cable which has advantage of high quality and good looking, it has satisfied demand of Japan market. Vinh Khanh is also the only enterprise in Vietnam researching and successfully deploying production of some types of LAN cable such as flat and slim Patch cord cat 6 cables. However, VCOM LAN cable is still new and its price is still high compared to demand of domestic market.
6.1.5. Customers of Vinh Khanh

	No.
	List of typical customers
	Value of exporting invoice in 2009
	Value of exporting invoice in 6 months of 2010

	Tire industry

	1
	Tin Nghia agent
	32,242
	16,290

	2
	Cao Le agent
	31,823
	15,509

	3
	Thanh Long agent
	21,684
	12,412

	4
	Duong Thiem agent
	17,282
	9,936

	5
	Cam Hoa agent
	15,867
	10,889

	6
	Lam Long agent
	9,428
	8,106

	7
	Huy Hoang agent
	8,180
	3,835

	8
	Dai Tan Thanh agent
	7,280
	5,473

	9
	Minh Tan shop
	4,495
	3,167

	10
	Huy Hoa shop
	3,492
	2,752

	Plastic pipe industry

	1
	Vinh Khanh Co., ltd
	17,216
	7,057

	2
	Hai Hoang Duong Co., ltd
	5,679
	1,140

	3
	Thu Duc Water Supply JSC
	1,389
	-

	4
	Gia Dinh Water Supply JSC
	1,328
	638

	5
	Hiep Nguyen Construction Co., ltd
	1,134
	3,770

	6
	Hong Quang Infrastructure Investment & Construction JSC
	1,052
	994

	7
	Sai Gon Water Supply Corporation-Trung An Water Supply Enterprise
	691
	-

	8
	Sai Gon Water Supply Corporation
	525
	-

	9
	Hoang Thanh Water Container and Pipe of Water Supply and Drainage Construction Co., ltd
	332
	378

	10
	Dong Thanh Phone Company
	5,261
	1,274

	11
	Southern branch-Post Office Equipment JSC
	1,443
	1,443

	12
	Telecom Installation Equipment JSC, Binh Duong
	628
	2,459

	13
	Becamex Industry Investment & Development Company
	2,835
	3,056

	14
	Phu An Gia Joint Stock Company
	1,744
	320

	15
	Phuong Dong Commercial Electricity Construction Co., ltd
	1,698
	-

	16
	Sai Gon Electricity
	786
	213

	17
	Sai Gon Investment – Construction – Electricity JSC
	762
	136

	18
	Tri Thanh Construction & Trading Co., ltd
	690
	125

	19
	Ngoc Khanh Commercial Private Enterprise
	257
	80

	20
	Khanh Van Co., ltd
	75
	392

	21
	Hoan My A.T.P Economic Services & Trading Co., ltd
	11
	673

	Telecom industry

	1
	Vien Lien Joint Stock Company
	16,362
	40

	2
	Nam Trung Viet Services & Trading Co., ltd
	5,528
	-

	3
	Tien Giang Telecom
	2,651
	-

	4
	Southern FPT Telecom Co., ltd
	16,201
	4,028

	5
	Central Vietnam FPT Telecom LLC
	-
	1,121

	6
	Northern FPT Telecom Co., ltd
	971
	-

	7
	Branch of FPT Telecom JSC
	-
	45

	8
	PMU-HCMC Telecom
	7,905
	2,218

	9
	Tay Ninh Telecom
	131
	1,737

	10
	Lam Dong Telecom
	-
	936

	11
	An Giang Telecom
	5
	610

	12
	Dong Thap Telecom Investment – Construction JSC
	118
	-

	13
	Vietnam Technology & Communication Joint Stock Company (VNTT)
	216
	-

	14
	OHM ELECTRIC INC
	-
	2,936


Source: VKC

6.2. Materials

6.2.1. Source of materials

Table 10: Output and structure of price of materials of cable industry through years
Unit: Materials: kg

	No.
	Materials
	2008
	2009
	6 months of 2010
	Source

	
	
	Output
	Price structure
	Output
	Price structure
	Output
	Price structure
	

	Telecom cable industry

	1
	Copper 2.6
	1,727,830
	79.94%
	470,353
	74.66%
	231,218
	67.85%
	Domestic/ Import

	2
	HDPE plastic
	477,222
	6.72%
	130,875
	6.32%
	64,305
	5.74%
	Import

	3
	PE color particle
	1,490
	0.02%
	2,960
	0.13%
	1,281
	0.10%
	Domestic/ Import

	4
	PET tape
	15,094
	0.25%
	5,984
	0.34%
	4,419
	0.47%
	Import

	5
	Color weft
	6,316
	0.09%
	2,406
	0.11%
	1,409
	0.12%
	Import

	6
	Moisture proof oil
	153,561
	1.31%
	58,167
	1.71%
	35,355
	1.92%
	Domestic/ Import

	7
	PE aluminum tape
	127,969
	3.46%
	50,188
	4.65%
	30,616
	5.25%
	Domestic/ Import

	8
	Steel wire
	271,751
	2.21%
	149,535
	4.18%
	148,851
	7.69%
	Domestic/ Import

	9
	LDPE plastic
	546,061
	5.99%
	209,632
	7.89%
	156,024
	10.86%
	Import

	LAN cable industry

	1
	Copper 2.6
	-
	-
	1,624
	48.04%
	16,422
	45.62%
	Domestic/ Import

	2
	HDPE plastic
	-
	-
	364
	10.76%
	3,822
	10.62%
	Domestic/ Import

	3
	PE color particle
	-
	-
	4
	0.11%
	77
	0.21%
	Domestic/ Import

	4
	PVC plastic
	-
	-
	1,389
	41.09%
	15,680
	43.55%
	Domestic/ Import


Source: VKC

Table 11: Output & price structure of materials of plastic industry through years

Unit: kg

	No.
	Materials
	2008
	2009
	6 months of 2010
	Source

	
	
	Output
	Price structure
	Output
	Price structure
	Output
	Price structure
	

	Plastic industry

	1
	PVC
	3,201,006
	69.45%
	3,064,677
	68.45%
	1,410,786
	68.95%
	Domestic

	2
	CaCO3
	1,216,382
	26.39%
	1,226,361
	27.39%
	54,567
	2.67%
	Domestic

	3
	Stabilizer
	122,919
	2.67%
	119,403
	2.67%
	54,567
	2.67%
	Domestic/ Import

	4
	Lubrication
	9,219
	0.20%
	8,955
	0.20%
	4,093
	0.20%
	Domestic/ Import

	5
	Color
	7,971
	0.17%
	7,743
	0.17%
	3,538
	0.17%
	Domestic

	6
	TiO2
	17,734
	0.38%
	17,226
	0.38%
	7,872
	0.38%
	Domestic/ Import

	7
	Promoter
	33,675
	0.73%
	32,711
	0.73%
	14,949
	0.73%
	Domestic/ Import


Source: VKC

6.2.2. List of some main suppliers

	No.
	Materials
	Supplier
	Origin

	1
	Copper wire
	Vietnam CFT Copper Wire Company
	Japan (Affiliation)

	2
	Copper wire
	Ngo Han Joint Stock Company
	Vietnam

	3
	Steel
	Decent International Co., ltd
	Taiwan

	4
	Plastic particle
	Dow Chemical Pacific Ltd
	Sweden

	5
	Plastic powder
	Phu My Plastic & Chemicals Co., ltd
	Vietnam

	6
	Plastic powder
	TPC Vina Plastic & Chemicals Co., ltd
	Thailand ( Affiliation)

	7
	Tire
	Chinh Tan Vietnam Co., ltd (Chengshin)
	Taiwan


Source: VKC

6.2.3. Stability of supply sources

Input materials of the Company are mainly imported. Import sources are mostly from reputable suppliers in the international market such as the Dow Chemical, Chengshin Co., ltd. In addition, in order to save costs and stabilize import cost, the Company often plans to import in batches based on quarterly business plans.
Major suppliers of raw materials for the Company are big and famous suppliers in domestic and international markets, which VKC has had a close relationship for 10 years so it could be said that source of input materials of VKC always stable. In addition to regular providers, as for each type of materials VKC always has several substitute suppliers who can replace at any time with reliable amount and unchanged price.
Moreover, types of materials of VKC are normal types, not valuable and rare types, so finding new suppliers is completely easy. This contributes to stabilize and maintain source of materials of the Company, contributes to serve production-business operation well.
6.2.4. Influence of price of materials to revenue, profit

Regarding to cable industry, rate of copper material in cost of producing cable of the Company accounted for 74.66% (2009) and 67.85% of the total cost of 6 months. Therefore in order to minimize risk of big fluctuation in price of materials, the Company often signs long-term contracts to purchase material with suppliers and contract of selling products according to price of LME (London Metal Exchange). The Company is influenced directly from the exchange rate fluctuation; particularly in the current period, exchange rate has movement of quite strong increase influenced by rising inflation. This has led to increase of price of input materials for production of Vinh Khanh. In order to minimize risk of big fluctuation in price of materials, the Company often signs long-term contracts to purchase material with suppliers and contract of selling products according to price of LME (London Metal Exchange). In addition, the Company will undertake to contribute capital to Vinh Dai Corporation, specialize in producing materials for electricity cable and telecom cable industries. Since then, the Company will stabilize source of input materials as well as limit fluctuations of price of input materials. Expectedly in early 2011, the Company would finish investment in Vinh Dai Corporation.
Regarding to plastic pipe business, materials are mostly purchased in the country. Fluctuations of price of PVC, HDPE materials were mainly caused by continuous increase of world and domestic oil price in recent years. Currently, the Company is using a number of measures to limit the impact of increasing material price such as making production plan, purchasing materials based on customer orders; Organizing implementation of research and evaluation of fluctuation of material price in the world market as a basis for materials reserve; Rationalizing production processes to reduce waste of materials in production progress, taking full advantage of mistake products to other production stages, etc. If price of materials continuously increases for a long time, the Company would adjust price to ensure profit.
6.3. Production cost
VKC has built a system of supervising price strictly from stage of choosing materials to ensure technical requirement of low rate of loss, to stages of putting materials to production to reduce mistake products to the maximum.

The Company often organizes to count, analyze and evaluate reasons, find solution to improve waste to help management committee to timely reorganize and make decision to improve.
Construction and management of quality control system standard ISO 9001-2000 to help management to have the most effectiveness, cut down management cost, loss, so price of products of VKC always has high competitiveness in the market.
Table 13: Summary of structure of production-business expense on net revenue (NR)

(Unit: VND million, %)

	No.
	Indicator
	2008
	2009
	6months of 2010

	
	
	Value
	Rate in NR
	Value
	Rate in NR
	Value
	Rate in NR

	1
	Cost price of goods sold
	245,822
	93.86%
	318,222
	89.29%
	167,051
	85.24%

	2
	Sale expense
	6,071
	2.32%
	9,037
	2.54%
	5,475
	2.79%

	3
	Administration expense
	9,355
	3.57%
	9,125
	2.60%
	4,682
	2.39%

	4
	Financial activities expense
	19,950
	7.62%
	12,913
	3.62%
	6,834
	3.49%

	TOTAL
	281,198
	107.37%
	349,297
	98.01%
	184,042
	93.91%


Source: Audited financial statement of 2008, 2009 and inspected financial statement of QII/2010
Cost price of goods sold: Rate of cost price of goods sold in net revenue of Vinh Khanh tends to decrease in 3 recent years mainly because rate of materials cost in total cost price reduces; the Company always tries to keep this rate lower than 90%. At the end of 2008, rate of cost price of goods sold was still high (almost 94%) because revenue from sale decreased strongly due to influence of economic crisis. However in 2009, price of copper material decreased strongly, the Company timely collected with low price and used for production in 2009. Thus, rate of cost price in net revenue of Vinh Khanh decreased to 82.29% in 9 first months of 2009.

Sale expense and business administration expense were managed well by Vinh Khanh; they accounted for less than 3% of net revenue each year in average.

Financial activities expense of the Company in 2008, 2009 and 6 months of 2010 accounted for higher rate than sale expense and administration expense because the Company borrowed to ensure enough floating capital to sponsor for material reserve. This reserve was to minimize risks in front of big fluctuation of material price. Financial activities expense as well as rate of liabilities/owners’ equity was often at a high rate, which was specific characteristic of enterprises in sector of cable and plastic pipe production.
In 2008, economic crisis brought about tightening monetary policy, which made borrowing interest rate in that year rose to over 20%/year, or even 25%/year. So, financial activities expense in net revenue of the Company in 2008 reached 7.62%.

To 2009, with policy of supporting interest rate of 4% of the Government, borrowing interest cost of the Company decreased remarkably compared to the previous year. At the same time, because revenue in 2009 increased 56% in comparison with that in 2008, so rate of financial activities expense/net revenue in that year was only 3.62%.

Until the first half of 2010, the economy recovered, average borrowing interest rate was only 13-15%. Thus, financial activities expense/net revenue of 6 first months continued decreasing in comparison with that in period 2008-2009, which reached 3.49%. This helped business situation of the Company become more satisfactory than previous years.

6.4. Technology standard, situation of research of new products and situation of testing quality of products/services

6.4.1. Process of cable production technology
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6.4.2. Process of plastic pipe production technology
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6.4.3. Equipment and machines for production

Products of the Company are produced on modern production lines from famous machine producers in the world specializing in plastic pipe and telecom cable, LAN cable such as Battenfeld (Europe), Kobelco (Japan), Nokia-Maillefer (Finland), Walsin-Hefei (Taiwan-China), Pan-pioneer (Taiwan)

Table 14: List of equipment and machines for production

	No.
	Name of machine
	Number
	Capacity
	Origin

	01
	Medium tractor (temper)
	01
	1,200 m/min
	Taiwan

	02
	Small tractor (temper)
	02
	1,800 m/min
	Taiwan

	03
	Uninterrupted single-clad line (Nokia-Maillefer)
	04
	1,800 m/min
	Finland

	04
	Uninterrupted single-clad line (Kobelco)
	03
	1,600 m/min
	Japan

	05
	Frictional machine (NP-500P)
	10
	50 m/min
	Taiwan

	06
	Binary frictional machine (Pacific-500)
	12
	80 m/min
	Taiwan

	07
	Normal binary frictional machine (Yoshida-500)
	18
	280 m/min
	Japan

	08
	Group molding machine (Walsin-Hefei)
	03
	80 m/min
	Taiwan-China

	09
	Amor covering machine of LAN cable 75mm
	02
	80 m/min
	Taiwan

	10
	Amor covering machine of Telecom cable 90mm
	02
	40 m/min
	Taiwan-China

	11
	High-speed PVC powder mixer 300L
	02
	750 Kg/h
	Taiwan

	12
	Extrusion machine of PVC plastic pipe 90mm
	01
	350 Kg/h
	Europe

	13
	Extrusion machine of PVC plastic pipe 65/130mm
	02
	320 Kg/h
	Asia

	14
	Extrusion machine of PVC plastic pipe 55/110mm
	02
	250 Kg/h
	Asia

	15
	Extrusion machine of PE plastic pipe 90mm
	01
	220 Kg/h
	Asia


6.4.4. Outstanding features of technology
LAN cables of international standard ETL, UL are researched and produced first time in Vietnam by VKC with outstanding features of high quality, ensured transmission speed and quality under standard Cat 5e, Cat 6, Cat 6a. In addition, VKC also produces LAN cables of Flat and Slim types which are much smaller than usual standard network cables with good looking, which are appropriate to construction in offices, buildings and reduce consumption if there are impacts from external forces on the cable or use on laptops, personal computers. Products of Flat and Slim type are preferred by Japan market. From mid-2010, first batch of VKC exported to Japan was one of first steps for the application of OEM model (foreign brand products processed locally).
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LAN OEM cable product
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LAN cables of VKC
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Equipment to test LAN cable
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LAN cable testing machine


In coming time, VKC continues to invest in developing LAN cable of CAT7 and fibre optic LAN cable to serve high-speed transmission network cable market in fields of television, digital media, multimedia, etc. In addition, the Company also successfully researches and produces ultrasonic signal cable widely used in construction and roads and bridges. Waving PE plastic pipe used in telecom industry in Vietnam currently is most imported from abroad.
In late 2010 VKC also researched and successfully tested composite pipe of 2-layer uPVC-HDPE. This was the first 2-layer pipe in Vietnam combining advantages of uPVC pipes and HDPE pipes:
- The inner layer is smooth HDPE, suitable for water, hot water supply system.
- The outer layer is PVC layer, easy to connect, easy to install than HDPE pipe, saving cost of installation and welding compared to HDPE pipe system.

- Composite 2-layer pipe product uPVC-HDPE is clean products, suitable to orientation of environment-friendly today.
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	2-layer pipe uPVC-HDPE


6.4.5. Technical team, technical skill
The company has experience of 17 years in plastic industry and 11 years in the telecom industry. Technical team of the Company includes: Intermediate Technicians, Engineers, Masters, who have long-year specialized experience, had been sent abroad to learn more by the Company.

The company also regularly invites senior experts who have been working at famous companies and factories in the world market from such countries as Taiwan - Thailand - China - Korea to advise, train, guide production, technical and quality teams of the Company. In addition, the Company invites experts in telecom field for frequent and long-term cooperation, specializing in technology and quality at the Company. Currently, the Company has 3 foreign technical, quality and consulting experts working at the Company.
6.4.6. Testing quality of products

The Company is applying system of quality control under standard ISO 9001:2008 certified by Quality Certify Center QUACERT.
QC dept. is fully equipped with advanced tools and equipment and undertaken by foreign experts with a team of qualified technicians who are trained on skills to ensure 100% of quality before putting products into warehouse.
Tools and equipment used for testing origin from famous brands such as Mitsutoyo (Japan), Fluke (the US), Lantek (the US).

LAN Patch cord CAT 6 product in Vietnam is only produced by Vinh Khanh in close process under international standard which is signed by Japan partners frequently. In addition, LAN cable product of Vinh Khanh is also granted UL certificate by Underwriters Laboratories Inc and ETL certificate by Edison Testing Laboratories.
6.4.7. Situation of research and development of new products

Research and production of new products, with a lot of unique superiorities to introduce to customers is principle of the Company. The Company is currently researching and deploying production of LAN cable of standard Cat 6a, Cat 7 and fiber optic cable to serve Fiber to the home (FTTH). LAN cables Cat 6a, Cat 7 are consistent with the development trend of data transmission network, data and optical networking infrastructure nowadays.

Currently, situation of production-business operation of the Company stabilizes and the Company has dominated certain markets. However, the Company has incessantly promoted market research, improved product quality to better meet the growing needs of customers. Research and development activities are carried out in a number of areas such as:
· Researching to improve production process, from stage of preparing materials to stage of create finished products to ensure the best quality.

· Researching and producing new products, providing a lot of unique superiorities to introduce to customers.

· Studying and applying modern technologies to production process.
· In addition to produce products to serve demand of domestic customers, the Company also focuses on researching new specifications to timely meet requirement of foreign customers if necessary.

For research and development activities, human factor plays a very important role. Technical staff must be full-time trained staff with professional qualifications, skills and long-term experience. Staffs of the Company are regularly trained to access to latest information about products, techniques, new technologies and market trends, etc. Currently, the Company's technical staff can install, operate modern machineries and equipment as well as access, and use new technologies in a short time.
Also, in the past 10 years, the Company always had a team of highly skilled foreign experts, with direct working experience in 2 workshops. The Company also regularly invites experts with deep understanding of products to consult, improve available products and research and develop new products.
6.4.8. Situation of testing quality of products and services
· System of quality control being applied:

Currently, the Company is applying quality control system under standard ISO 9001:2008. The ISO 9001:2008 quality control system is performed strictly and uniformly by the Company; all business processes are managed closely from taking input materials until producing finished products and supplying to customers. All staffs of the Company are responsible for their work as well as receive conditions to actively participate in activities to improve, enhance product quality to best meet the need of customers.
· Division of quality testing of the Company

In production process, products of the Company are closely tested at every stage through many levels involving direct testing of machine operating workers, KCS employees. The Company establishes KCS dept. to administrate quality control system in the entire production system of each factory. System of equipment and machines is tested regularly and timely treatment for incurred damages to ensure good operation of the system.
6.5. Marketing activities

6.5.1. Activities of market research

Currently, activities of market research are deployed by Dept. of Sale of the Company in several different methods as follows:
· The Company often collects customers’ opinions and finds out needs of the market through sale staff of the Company, since then the Company always gets feedback about the market and competitors to improve product quality to serve best to customers, increases competitiveness and gradually takes over the market.
· Division of market research regularly collects information on activities of the sector in the country, the region and the world. Especially, research division always updates information on fluctuations of input material price and other factors directly affecting such as: oil, politics situation, and demand for reserving, using raw materials in the world, etc. to have appropriate and timely strategic reserves, production and business to ensure effective operation of the Company.
· The Company often participates in fairs and exhibitions of the sector to promote brand, introduce new products and find partners.
· Activities of market research have very positive impacts on business strategy of the Company, contributing to growth of revenue and profit as well as number of customers of the Company in recent years.
6.5.2. Activities of brand promotion

Previously, because of characteristics that products of the Company are produced due to customer orders; main customers such as post offices, construction companies, water supply companies, etc. already know and trust the quality of products of the Company so the Company does not need to invest in promotion activities, only focuses on introducing its brand to customers, enhances prestige of Vinh Khanh in the market place. In addition to introduce brand of the Company on almanacs, domestic and foreign websites, outdoor advertising banners, Vinh Khanh also promote development of brand through product exhibition in the country and attend major exhibitions abroad.
But now, with development orientation of diversifying customers, expanding market share, particularly to civil customers, the Company focuses on investing more in marketing activities with methodical plans, aimed at specific target customers.

As for the community, the Company maintains participation in social activities such as: building and presenting houses of gratitude in Ben Tre, Quang Tri, etc. Every year, the Company finances textbooks for poor students in Thanh Hoa, Quang Tri, Ca Mau, etc., joins contribution to support victims of natural disaster, flood, etc.
6.5.3. Products

With outstanding characteristics of product quality, business reputation, Vinh Khanh brand has created trust in customers and truly becomes a reliable partner for the domestic units.
In the future, the Company expects to expand operation, finds and cooperates with other big producers, step by step replaces import products by its own, and intensifies export to abroad. The Company always orients to find new developing opportunities but still maintains highest standard of quality, sets target of quality to priority.

6.5.4. Distribution system

Until now, Vinh Khanh Cable Plastic Corporation has built a network of customers of its products in the whole country in direct contact method (B2B - Business to Business, B2G - Business to Government) (for plastic pipe and telecom cable products); distribution system includes agents of level 1, and stores of level 2 (for tire product), in which the southern region with huge economic development potential is still the major market.
6.5.5. Price policy

Currently, price of Vinh Khanh products is equivalent to selling price of the units operating in the same sector. To encourage traditional customers and attract potential customers, Vinh Khanh always gives appropriate price policies to each customer. The Company also has preferential policies on price and issues credit depending on number of orders, rate of regular orders and level of prestige of customers in payment.
6.6. Commercial brand, invention registration and copyright:

Vinh Khanh brand was granted registration certificate no. 19968/QD-SHTT dated 19/12/2007 by Ministry of Science-Technology – National Office of Intellectual Property, which is valid from issuing date to 10 years later (possible to extend).
Logo of the Company:
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6.7. Projects to develop production-business being implemented

6.7.1. Buying shares of Vinh Dai Corporation

· General information of Vinh Dai Corporation

· Name of the Company: CÔNG TY CỔ PHẦN VĨNH ĐẠI

· English name

: VINH DAI CORPORATION

· Abbreviated name
: VDC

· Address

: Plot X2-X1-1, Ho Nai Industrial Zone, Ho Nai 3 commune, Trang Bom district, Dong Nai province

· Tel


: 08.8395210

· Chartered capital
: VND 40,000,000,000

· Business sectors of Vinh Dai: Rolling, cutting non-ferrous metals; Producing, buying and selling telecom cable, electricity cable, plastic cable, equipment in electricity and telecom sector.

· Investment capital: Total investment: VND 150 billion; Floating capital: VND 100 billion

In period 1, the Company cannot pay land fee and take advantage of borrowings from banks to finance floating capital so chartered capital was VND 40 billion. Chartered capital of the Company will increase when needed.
With the advantage of factory ground of almost 68,000 m2, production factory, modern copper oven equipment to produce copper wire and copper alloy with capacity of period 1 of 3,750 tons, period 2 of 7,500 tons. Vinh Dai Corporation is currently completing procedures to increase chartered capital to VND 60 billion; Vinh Khanh currently holds 33%, equivalent to VND 19,820,390. In coming years, Vinh Dai is expected to continue increasing investment capital to expand modern copper factory with large scale. Vinh Khanh will continue investing in Vinh Dai with rate of shares of over 50% in 2011.
· Effect of VKC when investing in Vinh Dai Corporation:

VKC cable factory with stable capacity of about 300 tons of copper/month (input material is copper wire of 2.6 mm). Currently, Vinh Khanh mainly buys copper wire of 2.6 mm from some domestic companies.

Investment in projects helps Vinh Khanh to take initiative in production-business operation; in volume of copper wire needed for production-business operation of VKC and in input price of copper material.

In the future, the Company could adjust selling output, production output and selling price to achieve expected profit, bring about increasingly profit for shareholders.
· Accounting for more than 5% of market of copper supply

This project is "Copper rolling factory of period 1". Copper wire supply market for cable producers (telecom cable, electricity cable, LAN cable, coaxial cable, etc.) has tolerance of about 200,000 tons/year. With this project, Vinh Khanh sets target to account for 5% of domestic material copper market. At the same time, creating premise for copper rolling factory of period 2, VKC would account for 25% of the market (50,000 tons/year).
· Other effects

In addition to revenue and effects above, the Company can use trading tools in the market to make profit from difference of copper price and create premise conditions for further progress in market of products used higher value copper to export such as: circuit boards, plated copper, decoration, etc.

6.7.2. Affiliation of producing plastic pipe with Thailand

To expand production capacity and supply of traditional plastic pipe products of Vinh Khanh in the coming period, to serve growing market of plastic pipe which is quite high compared to average of the economic sectors in Vietnam, Vinh Khanh is expected to cooperate with Thailand companies in the production. Vinh Khanh is expected to contribute $ 2.5 million by machinery, equipment, factories and land use rights. If affiliation succeeds, plastic pipe production capacity of Vinh Khanh would be increased; revenue and profit of plastic pipe will increase significantly in the future.
6.8. Major contracts being implemented or signed

Table 15: List of contracts being implemented

	No.
	Value (VND)
	Name of project owner
	Content of providing
	Contract term

	
	
	
	
	Signing date
	Finishing date

	PVC PLASTIC PIPE

	1
	452,760,000
	Gia Dinh Water Supply Joint Stock Company
	PVC plastic pipe
	28/1/2010
	Implementing

	2
	943,536,000
	Hiep Nguyen Construction Co., ltd
	PVC plastic pipe
	2/2/2010
	Implementing

	3
	532,151,620
	Hung Tan Thuan Services & Trading Co., ltd
	PVC plastic pipe
	8/2/2010
	Implementing

	4
	422,500,100
	Son Nguyen Services Private Enterprise
	PVC plastic pipe
	26/2/2010
	Implementing

	5
	1,765,500,000
	Branch of Cable & Telecom equipment JSC – Telecom Trading and Installation II Center
	PVC plastic pipe
	22/4/2010
	Implementing

	6
	1,354,863,235
	International Industry Solution TSJ JSC
	PVC plastic pipe
	1/7/2010
	Implementing

	Total
	5,471,310,955
	
	
	
	

	TELECOM CABLE

	1
	937,200,000
	Southern FPT Telecom Co., ltd
	LAN cable
	12/3/2010
	Implementing

	2
	800,000,000/ month
	OHM ELECTRIC INC
	LAN cable
	8/1/2010
	Implementing

	3
	1,317,459,000
	Southern FPT Telecom Co., ltd
	Telecom cable
	22/4/2010
	Implementing

	Total
	3,054,659,000
	
	
	
	

	DROPWIRE

	1
	1,907,400,000
	Southern FPT Telecom Co., ltd
	Dropwire
	24/3/2010
	Implementing

	2
	1,458,600,000
	Southern FPT Telecom Co., ltd
	Dropwire
	30/3/2010
	Implementing

	3
	1,083,500,000
	Central Vietnam FPT Telecom Co., ltd
	Dropwire
	22/7/2010
	Implementing

	Total
	4,449,500,000
	
	
	
	

	PHONE

	1
	27.984.000.000
	Vien Lien Joint Stock Company
	Gphone
	11/3/2010
	Implementing


Source: VKC
7. Report of business operation performance

7.1. Business operation performance

Table 16: Business operation performance in 2007, 2008, 2009 and 6 months of 2010

Unit: VND million

	Indicator
	2008
	2009
	Growth of 2009 compared to 2008
	6 months of 2010

	1. Total assets value
	265,743
	354,875
	33.54%
	368,929

	2. Net revenue
	261,908
	356,397
	36.08%
	195,970

	3. Profit from business operation
	(18,509)
	7,140
	138.58%
	12,096

	4. Profit from other activities
	19,036
	701
	-96.32%
	84

	5. Profit before tax
	527
	7,841
	1,387.86%
	12,179

	6. Profit after tax
	260
	6,746
	2,494.62%
	9,134

	7. Rate of profit to pay dividend (*)
	-
	-
	
	-


Source: Audited financial statement of 2008, 2009 and inspected financial statement of QII/2010
Note: * In annual general meetings of shareholders in 2008, 2009 and 2010, General Meeting of Shareholders agreed to approve Resolution of General Meeting of Shareholders no. 01/NQ/HDCD-09 dated 20/10/2009 and no. 1808/NQ/DHDCD/VCOM/2010 dated 18/08/2010; General Meeting of Shareholders approved to not distribute dividend in 2008 and 2009, continue using remaining profit of the Company to reinvest in and expanding production-business operation.

Profit from business operation in 2008 decreased strongly because in 2008 the Company transferred technology from using copper telecom cable to fibre optic cable and LAN cable; also in 2008, tightening monetary policy made cost of borrowing interest increase highly. Whilst, other profit of Vinh Khanh in 2008 increased suddenly because the Company liquidated machineries which had low input value and was not suitable to current technology and brought about other profit of VND 5.4 billion. At the same time, the Company is sole distribution agent of biggest tire brand in the world “CHENG SHIN RUBBER” with annual revenue of about VND 250 billion; so in order to support best for sale activities of agents, the supplier supported marketing and sale expense on VND 13.7 billion for the Company. Thus, other profit reached VND 19.04 billion. This helped Vinh Khanh in making up loss from business operation, which created satisfactory business performance in 2008.
In 2009, profit after tax of Vinh Khanh increased strongly, approximately to 25 times of that in 2008; it reached VND 6.7 billion in 2009 because the Company had revenue from business operation, mainly because the Company transferred successfully to LAN cable production, plastic pipe and tire markets developed stably; at the same time, in 2009, the economy became stable, and the Company received support from stimulation package of the State such as interest rate support, which made financial expense of the Company decreased remarkably. This could be seen as a favorable business year of the Company.
7.2. Some notes for financial figure of 2008

7.2.1. Notes in Audited financial statement of 2008:
In Audited financial statement of 2008, it is noted in 5.8 of description of financial statement that “The Company sent dispatch no. 025/VCom/2008 to Binh Duong Department of Taxation on 08/04/2008 on applying for stop counting amortization of machinery used for telecom cable production, from July 2008 to June 2009, because in 2008, Post and telecommunication sector changed cable used before to Lan cable to match technology of the world. So operation of the Company as well as some other companies in telecom cable production industry severely affected and according to prediction in the near future, it would continue to be affected by changes of cable production technology as mentioned above.”
That stopping deducting amortization during changing technology was suitable to regulation in decision 206/2003/QD-BTC dated 12/12/2003, circular 134/2007/TT-BTC dated 23/11/2007, and dispatch no. 9159/CT-KTT2 dated 31/08/2009 of Binh Duong Department of Taxation. That stopping deducting amortization in 2008 helped the Company to reduce amortization cost of VND 5,512,541,797. To 2009, the Company invested in researching and deploying completely system of LAN (Local Network Area) cable production lines, successfully produced and sold in the country in November 2009. In February 2010, the Company officially became the first cable producer in Vietnam which received international certificate UL (Underwriters Laboratories) and ETL (Edison Testing Laboratories) and exported network cable produced in Vietnam to Japan. Currently, Vinh Khanh is expanding export market and providing LAN cable products to construction of FPT Group, as well as building distribution system to serve domestic market.
From 01/01/2009 to 30/06/2009, the Company implemented deduction of amortization for all machineries, production lines which were applied for stopping deducting amortization. Amortization cost from 01/01/2009 to 30/06/2009 of these machineries was VND 4,561,675,096, equivalent to deferred business income tax of VND ‘4,561,675,096*25% = 1,140,418,774’. The arising of deferred business income tax was on the calculating basis eliminating taxable costs of deducted amortization costs before because time of stopping deducting amortization of the Company was from 7/2008 to 6/2009. Thus, amortization cost in this time was not counted in taxable cost, which caused arising deferred business income tax as above.
On 22/03/2010, auditing organization of financial statement of 2008 of the Company also had additional explanation dispatch on the note in audited financial statement of 2008, in which it was explained that “We want to notice readers of financial statement of continuous operation of production line mentioned above which was stopped from production for 1 year (from 7/2008 to 6/2009), and influence of this problem when the Company did not record amortization as per current regulation”.

7.2.2. Adjustment of editing figure in financial statement of 2009

Figure of the early 2009 in balance sheet and figure in the previous year in business operation performance report, report of monetary turnover of financial statement for financial year ending on 31/12/2008 was figure audited by Auditing and Accounting Financial Consulting Co., ltd (AFC) (Report no. 00128.HCM/113.08, publishing date: 26/06/2009). Some figure of previous reporting year was represented to match with comparison of figure of 2009 due to adjustment retroactive amortization of land use right as follows:
	Indicator
	Opening balance in 2009 according to report of the unit
	Opening balance in 2009 after retroactive adjustment
	Difference

	Balance sheet

	1. Deferred income tax assets
	-
	392,000,000
	392,000,000

	2. Tax and payables to State budget
	1,978,173,864
	1,930,089,214
	(48,084,650)

	3. Deferred income tax to be paid
	365,555,556
	-
	(365,555,556)

	4. Unappropriated profit after tax
	2,640,097,230
	3,445,737,436
	805,640,206

	Production-business performance report

	5. Current BIT expense
	314,980,518
	266,895,868
	(48,084,650)

	6. Deferred BIT expense
	-
	-
	-

	7. Profit after BIT
	211,909,175
	259,993,825
	48,084,650

	8. Basic interest on shares
	
	
	


Adjustment base:
Accounting Standard no. 17 – Business Income Tax, Accounting Standard no. 29 - Changes in accounting policies, accounting estimates and errors (Issued and published according to Decision no. 12/2005/QD-BTC dated 15/02/2005 by the Ministry of Finance);
Decision 15/2006/QD-BTC dated 20/03/2006 of Ministry of Finance on issuing Business Accounting Regulation;

Circular no. 03/2009/TT-BTC dated 13/01/2009 of Ministry of Finance on Guide to decrease, extend deadline of payment of Business Income Tax according to Resolution no. 30/2008/NQ-CP dated 11/12/2008 of Government on urgent solution to prevent decline of economy, maintain economic growth, ensure social welfare.
Reason of adjustment:

Retroactive adjustment arises from deduction of amortization of land use right of land at Binh An commune, Di An district, Binh Duong province with primary price of VND 7,000,000,000, which is amortized within 20 years (240 months) since 2004.

Details as follows:

Deferred income tax assets

From 2004 to 2007, the unit did not deduct amortization of land use right as presented above; in 2008 the unit recorded this retroactive amortization to opening balance in 2008 with amount of adjustment of VND 1,400,000,000 (VND 350,000,000*4 years), which made temporary arising differences to be amortized and made deferred business income tax assets to arise; however, the unit recorded it into deferred income tax to be paid so in 2009, the Company changed it to deferred income tax assets to be appropriate to current Accounting Standard and Regulation; amount of adjustment was VND 392,000,000 (VND 1,400,000,000 * 28%).

Tax and payables to State budget

In 2008, land use right was deducted amortization for 240 months, however, the unit only deducted amortization for 189 months, which made arising of difference of VND 94,444,444 and the unit recorded adjustment of decreasing to make it appropriate but still recorded deferred income tax reduction. The decrease adjustment of amortization in accordance with the regulation of Law did not make temporary difference arise so it was only necessary to decrease cost of current business income tax, not to reduce income tax to be paid as unit, amount of adjustment was VND 26,444,444 (VND 94,444,444 * 28%).
In 2008, the Company was reduced 30% of business income tax to be paid of quarter 4/2008 according to Circular no. 03/2009/TT-BTC dated 13/01/2009 because average number of employees in 2008 was lower than 300 persons but the unit did not have decrease adjustment, so in 2009, it reduced 30% of business income tax to be paid in quarter 4/2008 with amount of adjustment of VND 21,640,206.

Deferred income tax to be paid

As in part 1 – Deferred income tax assets, the unit presented deferred income tax to be paid of VND 392,000,000.

As in part 2 – Tax and payables to State budget, the unit accounted reduction of income tax to be paid of VND 26,444,444.

Because competences above did not make deferred business income tax to be paid arise so in 2009, decrease adjustment of balance of business income tax to be paid on 31/12/2008 was VND 365,555,556 (VND 392,000,000 – 26,444,444).
Unappropriated profit after tax

As presented above:

	Increase adjustment of deferred income tax assets made unappropriated profit increase
	392,000,000

	Decrease adjustment of business income tax to be paid made unappropriated profit increase
	48,084,650

	Decrease adjustment of deferred income tax to be paid made unappropriated profit increase
	365,555,556

	Total
	805,640,206


Cost of current business income tax

As presented in part 2 – Tax and payables to State budget

Profit after business income tax

As presented in part 2 – Tax and payables to State budget

7.3. Factors influencing to production-business operation of the Company in reporting year
7.3.1. Advantageous factors:

In recent years, Vietnam achieved quite good economic growth rate. This was an important factor for development of production in general and production of plastic cable in particular. Along with support from the State such as support of interest rate, tax payment extension, tax reduction and marketing expense support from suppliers of tire according to development of tire & tube market, etc. would make market of these products more and more develop and create opportunities for Vinh Khanh to develop in the future.

7.3.2. Disadvantageous factors:

· Influence of fluctuation of price of materials

Main materials to produce telecom cable are copper, plastic, aluminum, etc., which are mostly imported or bought back from other import units. In 2007, 2008 and 2009, price of these materials fluctuated strongly due to influence of oil price in the world which continuously increased. This was key factor influencing directly on increase of cost price of goods sold of the Company in recent years.

· Change of demand of telecom cable in recent years

Demand of copper telecom cable in Vietnam market changed, which followed appearance of some telecom cable producers such as Sacom, Sai Gon Cable, Taihan-Sacom, Thang Long, Thien Thanh, Viet Han, etc. to create an increasingly fierce competitive environment. In addition, transformation from copper cable production to fibre optic cable production in 2008 of telecommunication sector made revenue in 2008 decreased considerably. However, in 2009, the economy had signals of recovery despite a lot of difficulties; at the same time, with research of transforming business sector to exist in short term, revenue and profit of the Company started to increase back.

· Financial crisis in period 2008-2009

In 2008 and 2009, financial crisis in the world generally affected to domestic economy, made interest rate and exchange rate increase highly, stock market was not as attractive as before. Meanwhile, in these 2 years, Vinh Khanh was investing in transforming technology from copper cable production to LAN cable and fiber optic cable production, so it was necessary to mobilize capital for investment. However, mobilization of capital became very difficult, financial cost increased affecting to profit of the Company.
Into 2010, with right investment strategy, Vinh Khanh researched and implemented LAN cable production became the first LAN cable factory in Vietnam to receive international certificate of UL (Underwriters Laboratories) and ETL (Edison Testing Laboratories); it was also the first LAN cable factory to meet technical requirements of Japan and export to Japan. Revenue and profit from LAN cable industry were quite high, which promised new development potential in 2010 and following years.
8. Position of the Company in comparison with other enterprises in the same sector

8.1. Position of the Company in the sector

Maxxis tire distributed by Vinh Khanh is one of big brands in the world in general, in the country in particular. According to survey of Vinh Khanh, Maxxis tire (Chengshin) market share in Vietnam currently is as follows:

· Tire and tube of truck account for 10% of market share

· Tire of tourism car accounts for 12.8% of market share

· Tire of motor and scooter accounts for 30% of market share

Regarding to plastic industry, Vinh Khanh is one of 5 plastic pipe brands which are trusted to use in water supply sector, telecom sector, and electricity sector. As for market share of civil pipe, output of Vinh Khanh plastic pipe is quite low.

Regarding to cable industry, currently Vinh Khanh is one of telecom cable suppliers for post offices of provinces from Thanh Hoa to Ca Mau, provides about 5% of demand of telecom cable of Vietnam Posts and Telecommunications Group (VNPT).

LAN cable market of Vinh Khanh currently is still new but its products are found in export market and provided of 25 pairs for FPT Group. Vinh Khanh is the first LAN cable producer for exporting in Vietnam.

8.2. Development potential of the sector:

8.2.1. Tire industry

Vietnam is a potential market for tire product. Within a few recent years, development of means of transport from expensive motors, cars to modern trucks and buses in Vietnam was quite fast. Vietnam is a young developing market. Therefore, demand of tire would still grow and tire products have long life cycle. In late 2008, 5 big motor brands as Honda, Suzuki, SYM, Piaggio, Kymco contracted to have all types of motors they produced assembled with Maxxis tire; this was a big advantage for market of substitute tire that Vinh Khanh had responsible to distribute.

Chengshin Vietnam Factory was gradually producing tires of heavy load trucks, construction tires in 2010 and 2011. When there is enough tire specifications to meet the diverse requirements of customers, competitive advantage will increase, expected revenue and profit also increase.
Zinc truck tires from Maxxis factory in Thailand will be produced in May 2010; import tax from Thailand will be reduced by 20 - 30%, leading to lower price, increasing competitiveness for this item in the coming years.

By 2011, when Chengshin Vietnam Factory produced enough tire and tube specification of trucks and Maxxis factory in Thailand produced zinc truck tires, then Maxxis tire would account for 20% of transportation tire market in Vietnam. Capturing demand of the market, Vinh Khanh continued being sole distributor of Maxxis tires in entire southern market, products would become more diverse and revenue and profit growth is forecast to increase steadily in following years.

8.2.2. Plastic pipe industry

Vietnam plastic industry had average growth rate of 15-20%/year, average consumption of plastic of 22kg/person (2008) and 28kg/person (2009), while this rate in the world was 37kg/person/year. Estimated plastic consumption in Vietnam will continue to grow at a high speed to reach 32kg/person, total output was 3.8 million tons in 2010. In particular, construction materials plastic accounted for about 15%, about 570,000 tons of plastic. (According to Report of 2009 of Vietnam Plastic Association)

In plastic pipe industry in the world, 16 million tons of plastic was consumed in 2007, of which about 60% was PVC pipe, growth rate was 2%/year, followed by HDPE pipe with 33% of market share with growth rate of 6%/year, the remaining were pipe of other kinds of materials (figure in 2007 of Krauss Maffei Berstoff). Plastic pipe market in Vietnam will reach output of 150,000 tons in 2010 and will continue to grow at a rate of 10%/year in coming years. (Figure in 2007 of Krauss Maffei Berstoff)

Thus, plastic pipe market still continues to grow steadily in the future with development orientation of Vietnam plastic sector.

Vinh Khanh continues to invest in producing diverse HDPE pipe specifications, invest in molding twisted HDPE pipe for drainage and irrigation. Large HDPE pipe will contribute significantly to the revenue of plastic industry.

8.2.3. Cable industry

Vietnam is speeding up construction and infrastructure development of advanced and modern telecom network with wide coverage, effective and safe operation; focusing on developing broadband connection and mobile. (Vietnam Telecom Growth Conference 2009 held on 23/09/2009).

Industrialization and modernization of the country in progress of innovation achieved tremendous changes and strong acceleration, requiring Information technology and Telecommunications sector as a socioeconomic infrastructure sector to go ahead, moving quickly to stage of growing stronger, with increasingly higher quality, overcoming risk of lagging behind, taking advantage of opportunities to reach out into the ocean, catching up with advanced countries in the region and the world.

One of basic development orientation of Vietnam Information Technology and Communications development strategy for the period 2011 - 2020 ("Growing Strategy") is that Posts and Telecom and Information Technology infrastructure achieved targets of level of using services equivalent to average of industrialized countries, verified types of services, caught up with trend of converge of technology and services of Telecom-Information technology-Communications, formed network integrated with new generation of technology, broadband, large capacity, in anywhere and anytime, with any accessing devices, to meet the need of application of Information Technology and Communications, shortened digital distance to ensure security and defense well.

This shows interest to invest of the State for Telecom and Information Technology sector, requiring infrastructure to increasingly grow. In order to meet demand of replacing and changing to broadband technology with large capacity, Vinh Khanh researched and produced LAN cable of Cat 6 transmission standard (350 Mbps), continued researching technology of LAN Cat 7 cable, fiber optic cable and kinds of high-speed transmission cable. Demand of replacing and using high-speed transmission equip technology to create motivation for the development of telecom cable of Vinh Khanh.
9. Policies for employees
9.1. Current situation of employees

	By qualification
	31/12/2009
	30/06/2010

	Master, professor
	2
	3

	University
	28
	37

	College
	5
	10

	Vocational school 
	22
	23

	Unskilled workers
	103
	137

	By function
	
	

	Direct employees
	81
	108

	Indirect employees
	79
	106


9.2. Training

· Recruitment: The Company has a clear system of regulations of recruitment. The Company recruits employees through local labor workforce, recruitment companies, universities, colleges and vocational schools in area of Ho Chi Minh City, Binh Duong. Purpose of recruitment of the Company is to attract qualified workers to work for the Company to meet expanding business needs. Depending on specific location, the Company would set its own standard, but all titles must meet basic requirements such as basic qualification; managing staff must have professional experience, enthusiastic, eager to learn and work, active at work with innovative ideas. For key positions, recruitment requirements are quite strict with compulsory standards of work experience, analyzing capability and foreign languages ​​and computing skills.
· Policies to attract talented persons: The Company has appropriate and fair salary and bonus policy with intellectual dedication; in addition to bonus at the end of each year, the Company applied policy of bonus for creativeness, monthly business, especially for qualified and experienced staff in relevant fields; on the one hand to retain employees for long term, on the other hand to attract qualified workers from a variety of workforces to work for the Company. 

Particularly, management committee of the Company understands that policy to attract and retain talented persons for long term and most effectively is to create good working environment, which is comfortable, stable and reliable. In fact, opinion survey of staff of Vinh Khanh in 2009 showed that 70% of employees of the Company are satisfied with working environment of Vinh Khanh, which is said to be a collaborative, close, comfortable working environment with sense of responsibility; employees are treated fairly, reliable, and have flexibility to be creative in their work. Working environment factor affects almost 40% of satisfaction level of employees working in Vinh Khanh.
In addition, in order to attract talents, the Company also applies policy of flexible promotion. The application of internal recruitment and additional training to create condition for employees of the Company to have a "Career Building", an open environment for employees to present and prove their capability, really helps to attract and retain employees.
· Training: The Company focuses on promoting the training and retraining, especially professional qualification and ISO 9001:2008. The Company also organizes professional competence and skills training to employees through method of tutoring, sharing experience during work, sending outside to train. As for newly recruited employees, the Company will conduct professional training and create favorable conditions for the employees to early adapt and grasp new job. In addition, based on development demand of the Company, ability, qualifications of staff, level of attachment to the Company, the Company would set appropriate training, in various forms such as signing consulting-training contract with foreign experts, training centers, universities, or sending to train, local training with training courses, etc.
9.3. Salary, bonus

· Salary policy: The Company built policy of salary to accord with characteristics of operation sector and ensured that employees could receive all regimes according to regulation of the State, salary ratio was defined based on standard, qualification and skillfulness of employees, which was appropriate to capability and work of each one; encouraged staff of the Company to work hard, contributed to develop production-business operation of the Company
· Bonus policy: To encourage, motivate staff of the Company to increase work efficiency, contribute to the Company, the Company has policies of periodical bonus, unscheduled reward for individual and group. Bonuses depended on achievement of individual or group of high efficiency, creativeness in improving working methods, etc. In addition, the Company also has bonus at the end of the year, depending on the business performance of the Company in the year to have appropriate bonus.
· Insurance and welfare: The deduction of social insurance, health insurance is implemented by the Company in accordance with regulation of Law. The Company implements social insurance for employees according to Labor Law and organizes regular health tests for staff. In addition, the Company also purchased accident insurance of 24/24 for all employees.
· Labor Union, Youth Union: The Company always creates favorable conditions for the Labor Union and Youth Union to operate, creates favorable conditions for staff of the Company to improve their spiritual life and physical training. In addition, annually, staffs of the Company are also organized with holidays on occasions.
· Pension policy: Support of sickness, pregnant, leave is applied according to regulation of Labor Law.
The Company always implements strictly policies for employees according to Labor Law of Socialist Republic of Vietnam.

10. Dividend policy

Based on Organizational and Operation Charter of the Company, policy of distributing dividend would be suggested by Board of Management and decided by GMS as follows:

· The Company pays dividend to shareholders when the Company runs business profitably and finishes taxes and other financial obligations according to regulation of Law.

· Rate of dividend would be decided by GMS based on proposal of Board of Management, with basis of business performance of operation year and plan of business operation in following years.
· Dividend would be distributed to shareholders in equivalent to their contribution.

· Depending of real situation, Board of Management could pay dividend in advance to shareholders for each quarter or 6 months but that rate could not exceed 70% of expected dividend.

· In 2008 and 2009, because the Company just recovered its operation from economic crisis so General Meeting of Shareholders agreed to keep profit to reinvest in production-business operation in following years without paying dividend in 2008 and 2009.
· Expectedly rate of dividend in following years of the Company would be 12-14% (2010), 14-16% (2011) and 16-18% (2012).

11. Situation of financial operation

11.1. Amortization of fixed assets
Fixed assets are presented in primary price and progressive depreciation. Primary price of tangible fixed assets includes buying price and all expenses relating directly to putting assets into ready status. Amortization is calculated in vertical method based on estimated useful time of tangible fixed assets.

Number of years of amortization of fixed assets is implemented according to Decision no. 206/2003/QD-BTC of Minister of Finance on 12/12/2003 on issuing management regime, using and deducting amortization of fixed assets, in details as follows:
Buildings, architectonic models

05 – 20 years

Equipment & machines


03 – 12 years

Means of transportation


04 – 12 years

Administration instruments


03 – 10 years

In 2008, the Company had dispatch no. 025/VCOM/2008 dated 08/04/2008 to submit Binh Duong Department of Taxation to apply for stopping temporarily production line of telecommunication cable to change technology into producing LAN cable products. According to Circular no. 439/Vcom/2009, until 30/06/2009, the Company finished and put a production line of LAN cable and production line of telecommunication cable which was not changed yet, so the Company offered to be able to deduct amortization of production line of LAN cable because the Company already had revenue from this product. Amortization cost in period from 01/01/2009 to 30/06/2009 of equipment and machines of stopping amortization was VND 4,561,675,096, equivalent to postponed business income tax of: 4,561,675,096 * 25% = 1,140,418,774 (VND).
11.2. Average income/year

In 2008: VND 3,300,000/person

In 2009: VND 3,900,000/person
In general, average salary of employees of the Company was still low; however, rate of increasing salary was quite high in comparison with that of other enterprises in the same sectors.

11.3. Payment of matured liabilities

The Company paid matured liabilities fully and timely to suppliers; there were no overdue liabilities.

11.4. Payables according to Law

The Company strictly implemented taxation policies of the State as well as policies relating to employees.
Until 30/06/2010, balance of “Tax and payables to State budget” (in item “Short-term liabilities”) on balance sheet of the Company was VND 6,962,379,289, including following items:

	No.
	Item
	Value
	Note

	1
	VAT
	1,610,029,792
	The Company would draw the balance sheet with Tax agency on schedule

	2
	Import tax
	94,911,230
	

	3
	Business Income Tax
	5,150,952,228
	

	4
	Other payable taxes
	106,486,039
	

	
	Total
	6,962,379,289
	


* In 2009, the Company was reduced 30% of payable income tax of 2009 due to circular no. 03/2009/TT-BTC dated 13/01/2009. Tax rate to be paid was 17.5%. At the same time, according to Circular no. 5675/CT-TT&HT on preference of business income tax of Binh Duong Department of Taxation on 04/08/2008, because the Company invested in more production lines of LAN cable to expand production scale, so the Company received preference of Business income tax for added income; particularly, the Company was free from BIT for 1year since running business profitably and was reduced 50% of payable tax in 02 following years. Expectedly in 2010, when the Company gets profit, it would apply this BIT rate.
11.5. Balance of funds through years

The Company deducted and used funds according to regulation applied to enterprises (joint stock companies) and according to Organizational and management charter of the Company. Details are as follows:

· Investment & development fund: deducting 10% from profit after tax

· Financial reserve fund: deducting 5% from profit after tax

· Bonus fund: deducting 5% from profit after tax

Table 17: Situation of deducting to raise funds through years

Unit: VND million

	No.
	Description
	31/12/2008
	31/12/2009
	6 months of 2010

	1
	Investment & development fund
	5,875
	5,875
	5,875

	2
	Financial reserve fund
	1,898
	1,898
	1,723

	3
	Bonus & welfare fund
	5,967
	5,613
	4,575


Source: Audited financial statement of 2008, 2009 and inspected financial statement of QII/2010

11.6. Total borrowing balance

Table 18: Details of borrowings of Vinh Khanh until 30/06/2010

Unit: VND million

	Code
	Object
	31/12/2009
	30/06/2010

	
	
	Convert to VND
	Borrowing interest rate
	Term
	Purpose
	Convert to VND
	Borrowing interest rate
	Term
	Purpose

	Short-term liabilities
	97,419
	
	
	
	117,303
	
	
	

	1 – Short-term liabilities
	74,688
	
	
	
	106,072
	
	
	

	ACBT
	A Chau Joint Stock Commercial Bank – Branch in Tan Binh
	13,648
	Adjusting in the whole real time of borrowing
	6 months for each reception
	Supplementing floating capital, paying for materials, goods
	6,949
	Adjusting in the whole real time of borrowing
	6 months for each reception
	Supplementing floating capital, paying for materials, goods

	HSBC
	HSBC Bank – Branch in HCMC
	11,863
	Basic interest rate + 2.5%/year
	
	Supplementing floating capital, paying for materials, goods
	22,673
	Basic interest rate + 2.5%/year
	3 months for each reception
	Supplementing floating capital, paying for materials, goods

	MBBH
	Maritime Joint Stock Commercial Bank, Branch in HCMC
	2,678
	According to each reception agreement
	12 months from first date of disbursement
	Supplementing floating capital, paying for materials, goods
	7,858
	According to each reception agreement
	12 months from first date of disbursement
	Supplementing floating capital, paying for materials, goods

	QVH 01
	Quach Van Hien
	5,041
	0%/year
	11 months from 20/08/2009
	Supplementing floating capital
	3,341
	0%/year
	11 months from 20/08/2009
	Supplementing floating capital

	VCBB
	Vietnam Commercial Bank – Branch in Binh Duong
	12,039
	According to announcement at the moment of withdrawing capital
	8 months from drawing date to the date the borrowing party pays all liabilities for each withdrawal
	Supplementing floating capital, paying for materials, goods
	24,885
	According to announcement at the moment of withdrawing capital
	8 months from drawing date to the date the borrowing party pays all liabilities for each withdrawal
	Supplementing floating capital, paying for materials, goods

	VIBZ
	Vietnam International Joint Stock Commercial Bank – Branch in Sai Gon
	29,420
	
	
	
	34,780
	Interest rate at the moment of disbursement
	12 months from 20/10/2009
	Supplementing floating capital, paying for materials, goods

	
	
	13,107
	Basic interest rate * 150%/year
	03/10/2008 – 03/10/2009
	Supplementing floating capital, paying for materials, goods
	
	
	
	

	
	
	3,805
	Interest rate at the moment of disbursement
	03/10/2008 – 03/10/2009
	Supplementing floating capital, paying for materials, goods
	
	
	
	

	
	
	12,508
	Interest rate at the moment of disbursement
	03/10/2009 – 03/10/2010
	Supplementing floating capital, paying for materials, goods
	
	
	
	

	2 - Long-term liabilities (USD)
	22,731
	
	
	
	8,517
	
	
	

	ACBT
	A Chau Joint Stock Commercial Bank – Branch in Tan Binh
	1,741
	Adjusting in the whole real time of borrowing
	6 months for liability reception
	Supplementing floating capital, paying for materials, goods
	-
	
	
	

	CL001
	Lam Quy Chuong
	12,559
	
	
	
	6,491
	0%/year
	12 months for 29/09/2009
	Supplementing floating capital

	
	
	6,280
	7%/year
	11 months for 12/08/2008
	Supplementing floating capital
	
	
	
	

	
	
	3,588
	5%/year
	1.5 months for 12/07/2009
	Supplementing floating capital
	
	
	
	

	
	
	2,691
	5%/year
	6 months for 20/08/2009
	Supplementing floating capital
	
	
	
	

	HSBC
	HSBC – Branch in HCMC
	905
	Basic interest rate + 2.5%/year
	
	Supplementing floating capital
	2,026
	Basic interest rate + 2.5%/year
	3 months for liability reception
	Supplementing floating capital

	HSBC
	HSBC – Branch in HCMC
	2,945
	Basic interest rate + 2.5%/year
	
	Supplementing floating capital
	-
	
	
	

	UOBZ
	UOB Bank-HCMC branch
	4,582
	12% for first 12 months, 13.2% for next 12 months, 14.4% for remaining time
	6 months for liability reception
	Buying fixed assets
	5,586
	12% for first 12 months, 13.2% for next 12 months, 14.4% for remaining time
	6 months for liability reception
	Buying fixed assets

	3 – Matured long-term liabilities
	
	
	
	
	2,714
	
	
	

	Long-term borrowings
	9,445
	
	
	
	4,345
	
	
	

	I – Long-term VND liabilities
	1,766
	
	
	
	1,221
	
	
	

	TCH03
	Financial leasing LLC – Sacombank 
	1,766
	05/11-30/11/2009: 0.875%/month

01/12: Floating according to mobilizing interest rate of 13 months of Sacombank HCMC + 0.5%/month
	05/11/2009-05/11/2012
	Financial leasing of production line of HDPE plastic pipe F1200
	1,221
	05/11-30/11/2009: 0.875%/month

01/12: Floating according to mobilizing interest rate of 13 months of Sacombank HCMC + 0.5%/month
	05/11/2009-05/11/2012
	Financial leasing of production line of HDPE plastic pipe F1200

	2 – Long-term USD liabilities
	7,678
	
	
	
	3,124
	
	
	

	CHA01
	CHAILEASE International Financial Leasing Co., ltd
	4,844
	7.4%/year
	28/02/2007-28/0/2012
	Financial leasing for single cable covering machine
	2,793
	7.4%/year
	28/02/2007-28/0/2012
	Financial leasing for single cable covering machine

	TCH02
	Vietnam International Financial Leasing Company
	2,834
	6.93%/year
	20/04/2006-05/11/2012
	Financial leasing for system of cable twisting machine
	331
	6.93%/year
	20/04/2006-05/11/2012
	Financial leasing for system of cable twisting machine


Financial leasing allows Vinh Khanh to totally be active in choosing such appropriate machinery, supplier, as well as model to their requirements as covering machine, cable coiling machine system, production line of plastic pipe HDPE F1200. This helps Vinh Khanh with capital to improve quality and productivity of products. When implementing with average payment term of 3-5 years, financial leasing pays an important role in short-term borrowing. Moreover, this is a financial tool which helps Vinh Khanh to save time to search for financial funds to concentrate in production operation.
Total borrowing balance on 30/06/2010 of the Company mainly came from big banks such as HSBC, VIB, Vietcombank. Borrowings & liabilities of Vinh Khanh were mainly short-term borrowings and liabilities of 3-6 months in USD which was sponsored for floating capital, and was concentrated to pay on due date of borrowing contract. The Company always has ability to pay fully and timely borrowings and liabilities above.

11.7. Current situation of receivables and payables

Table 19: Receivables
(Unit: VND million)

	Indicator
	31/12/2008
	31/12/2009
	30/06/2010

	
	Value
	Rate on total receivables
	Value
	Rate on total receivables
	Value
	Rate on total receivables

	1. Short-term receivables
	62,286
	99.85%
	126,315
	99.92%
	138,087
	99.92%

	1.1. Receivable from customers
	51,414
	82.42%
	102,833
	81.34%
	118,692
	85.89%

	1.2. Payment in advance to sellers
	11,12
	17.83%
	22,239
	17.59%
	17,367
	12.57%

	1.3. Other short-term receivable
	300
	0.48%
	1,584
	1.25%
	2,369
	1.71%

	1.4. Provision for bad debts
	(548)
	(0.88%)
	(341)
	(0.27%)
	(341)
	(0.25%)

	2. Long-term liabilities
	96
	0.15%
	106
	0.08%
	106
	0.08%

	2.1. Long-term receivable from customers
	-
	-
	-
	
	-
	-

	2.2. Business capital in subsidiary units
	96
	0.15%
	-
	
	-
	-

	2.3. Other long-term receivable
	-
	
	106
	0.08%
	106
	0.08%

	2.4. Provision for long-term bad debts
	-
	
	-
	
	-
	-

	Total receivables
	62,382
	100%
	126,421
	100%
	138,193
	100%


Source: Audited financial statement of 2008, 2009 and inspected financial statement of QII/2010

Because customers of telecommunication cable and plastic pipe of the Company are State companies, which implement deferred payment due to construction accounting. Along with that, State constructions are often implemented in compliance with State budget allocation so its stability is not high. Policy of granting credit limit for customers of Vinh Khanh depends on many criteria such as capital, average annual goods revenue, time of cooperation, etc.
In first 6 months, revenue from tire industry concentrated in two branches of Vinh Khanh was VND 43 billion because the Company implements policy of overlapping liabilities and supporting inventory to distribute goods from branches to agents. These receivables are safe because customers are agents which have worked with the Company for over 10 years. However, receivables of Vinh Khanh concentrate in short-term most (over 99%). Other receivables account more than VND 53 billion in first 6 months of 2010 from many customers; each customer accounts for a not large rate.
Sale policy of the Company always focuses in developing customers to create diversity of source of output products. However, development of number of customers involves in potential of risk of bad debts from customers. Thus, with regard to overdue receivables, the Company implements deduction to raise reserve fund as regulated. However, volume of arising bad debts of customers does not increase considerably so this deduction accounts for small rate over receivables of about 0.88% and 0.27% in 2008 and 2009.

To reduce risk of liabilities in sale, the Company makes assessment of customers, determines credit limit of each customer based on the customers’ financial capacity, business model and average monthly revenue of customers. In addition, the Company is now focusing on strengthening debt revocation, supplementing lawyers to legal dept. directly under Office of the CEO, is responsible for reviewing contracts, sales procedures and intensifying comparison, treatment of matured liabilities.
Table 20: Payables

(Unit: VND million)

	
	Indicator
	31/12/2008
	31/12/2009
	30/06/2010

	
	
	Value
	Rate of payables
	Value
	Rate of payables
	Value
	Rate of payables

	A
	Short-term liabilities
	134,029
	93.69%
	192,436
	95.32%
	208,500
	97.81%

	1
	Short-term borrowings and liabilities
	83.739
	58.54%
	97,419
	48.25%
	107,303
	54.12%

	2
	Payable to sellers
	44,853
	31.35%
	82,788
	41.01%
	71,970
	36.30%

	3
	Payment in advance from customers
	1,194
	0.83%
	863
	0.43%
	6,399
	3.23%

	4
	Payable taxes
	1,930
	1.35%
	5,600
	2.77%
	6,962
	3.51%

	5
	Payable to employees
	851
	0.59%
	1,261
	0.62%
	929
	0.47%

	6
	Payable cost
	0
	
	0
	
	337
	0.17%

	7
	Other payables
	1,461
	1.02%
	4,505
	2.23%
	25
	0.01%

	8
	Provision for bad debts
	-
	-
	-
	-
	-
	-

	B
	Long-term liabilities
	8,028
	6.31%
	9,448
	4.68%
	4,345
	2.19%

	1
	Long-term borrowings and liabilities
	8,028
	6.31%
	9,448
	4.68%
	4,345
	2.19%

	2
	Provision for unemployment
	-
	-
	-
	-
	-
	-

	Total payable liabilities
	143,057
	100%
	201,884
	100%
	212,845
	100%


Source: Audited financial statement of 2008, 2009 and inspected financial statement of QII/2010 of VKC

Payables of Vinh Khanh are mainly from short-term liabilities and payable to sellers. Borrowings and liabilities of Vinh Khanh are mainly short-term borrowings and liabilities of 3-6 months and are concentrated to pay on due date of borrowing contract. Payable to seller is expenditure for tire and materials for production accounting for more than 70% from Vietnam Chinh Tan Rubber Industry Co., ltd, which is an experienced supplier. The Company always has ability to pay fully and timely payables above.

11.8. Inventory

Table 21: Inventory through years

Unit: VND million

	No.
	Indicator
	2008
	Rate
	2009
	Rate
	6 months of 2010
	Rate

	1
	Materials
	19,923
	21.76%
	22,562
	24.27%
	17,401
	17.75%

	2
	Tools
	-
	-
	-
	-
	46
	0.05%

	3
	Production-business expense in progress
	19,267
	21.04%
	16,455
	17.70%
	14,780
	15.07%

	4
	Finished products
	37,252
	40.68%
	29,940
	32.20%
	33,190
	33.85%

	5
	Goods
	18,022
	19.68%
	27,957
	30.07%
	35,837
	36.55%

	6
	Provision of discounting inventory
	(2,891)
	(3.16%)
	(3,942)
	(4.24%)
	(3,198)
	(3.26%)

	Net revenue could be implemented of inventory
	91,573
	100%
	92,971
	100%
	98,056
	100%


Source: Audited financial statement of 2008, 2009 and inspected financial statement of QII/2010 of VKC

Finished products of the Company account for high rate and tend to increase in 6 first months of 2010, mainly because cable and plastic products are put into big construction in a long time, big contracts of cable and plastic the Company are signed with customers and production according to contract for 6 first months of 2010; projects being implemented are facing difficulties in procedures of clearance and delays, which makes customers to be not able to receive goods. In addition to feature of production by orders and contracts for construction projects such as water supply, post office, the Company also plans to produce to store for regular sale to meet the need of delivery timely to customers.
With characteristics that inventory accounts for a large percentage of business assets of the Company because revenue from inventory is one of basic sources to generate revenue and earnings later, Vinh Khanh concentrates not to keep inventory too long to save storage cost, liquidation cost or improve outdated goods and liquidate mistake ones. The Company maintains inventory at a certain level in its strategy of reserving goods, in order to ensure raw materials for production, ensure goods in the supply of products.
11.9. Major financial indicators

Table 22: Major financial indicators

	Indicator
	2008
	2009

	1. Indicator of liquidity (times)
	
	

	- Rate of short-term payment (Floating assets/Short-term liabilities)
	1.22
	1.25

	- Rate of fast payment (Floating assets – Inventory/Short-term liabilities)
	0.54
	0.76

	2. Indicator of capital structure (times)
	
	

	- Total liabilities/Total assets
	0.46
	0.65

	- Total liabilities/Owners’ equity
	1.08
	1.53

	3. Indicator of operation capability (times)
	
	

	Turnaround of inventory (GVHB/Average inventory)
	2.72
	3.45

	Turnaround of total assets (Net revenue/Total assets)
	0.84
	1.15

	4. Indicator of profitability (%)
	
	

	- Profit after tax/Net revenue
	0.10%
	1.89%

	- Profit after tax/Average owners’ equity
	0.20%
	5.11%

	- Profit after tax/Average total assets
	0.08%
	2.17%

	- Profit from business operation/Net revenue *
	-
	2.00%


Source: Audited financial statement of 2008, 2009 of VKC

* Because profit from business operation of 2008 was negative so the Company did not count this financial indicator.
12. Board of Management, Board of Supervisors, Board of Directors, Chief Accountant

12.1. List of Board of Management

12.1.1. Mr. Lam Quy Chuong

	Title:
	Chairman of BOM

Cum General Director

	Gender:
	Male

	Date of birth:
	16/02/1953

	ID no.:
	BA668433

	Place of birth:
	Tien Giang

	Nationality:
	Canadian

	Ethnic group:
	Chinese

	Native place:
	Tien Giang

	Permanent address of residence:
	766 Pape Avenutoronto Otario, Canada

	Tel:
	0913 870 699

	Educational standard:
	12/12

	Professional standard:
	Bachelor of Economics

	Employment history:
	

	Before 1993
	Living and working in Taiwan

	1993 – now
	Chairman of Board of Management cum General Director of Vinh Khanh Cable Plastic Corporation

	Current title:
	Chairman of Board of Management cum General Director

	Current title in other organizations:
	None

	Number of shares held (until 20/08/2010)
	3,035,602

	- Representative:
	

	- Individual:
	3,035,602

	Related individuals:
	According to attached list of related individuals

	Number of shares held by related individuals:
	None

	Law breaches:
	None

	Liabilities to the Company
	None

	Fee and other benefits
	

	Benefits relating to the Company
	Shareholder

	Benefits in contrast with those of listing organization
	None


12.1.2. Mr. Pham Linh

	Title:
	Member of BOM

	Gender:
	Male

	Date of birth:
	27/10/1974

	ID no.:
	022947142

	Place of birth:
	Hanoi

	Nationality:
	Vietnamese

	Ethnic group:
	Kinh

	Native place:
	Nam Dinh

	Permanent address of residence:
	4A/4/40 Road 304, ward 25, Binh Thanh district, Ho Chi Minh City

	Tel:
	0903.900.984

	Educational standard:
	12/12

	Professional standard:
	Doctor of Economic Science

	Employment history:
	

	03/1996-06/2003
	Leader of division of credit management – United Overseas Bank, Branch in Ho Chi Minh City

	06/2003-07/2007
	Sale director – Vietnam International Joint Stock Commercial Bank, Branch in Ho Chi Minh City

	08/2007-12/2008
	Deputy General Director, Director of Branch of Vietnam International Securities Joint Stock Company in Ho Chi Minh City

	30/12/2008-now
	General Director – Vietnam International Securities Joint Stock Company

	Current title:
	Member of Board of Management

	Current title in other organizations:
	General Director of Vietnam International Securities Joint Stock Company

	Number of shares held (until 20/08/2010)
	0

	- Representative:
	0

	- Individual:
	0

	Related individuals:
	According to attached list of related individuals

	Number of shares held by related individuals:
	None

	Law breaches:
	None

	Liabilities to the Company
	None

	Fee and other benefits
	

	Benefits relating to the Company
	

	Benefits in contrast with those of listing organization
	None


12.1.3. Mr. Hoang Van Quyen

	Title:
	Member of BOM

	Gender:
	Male

	Date of birth:
	15/02/1945

	ID no.:
	020083639

	Place of birth:
	Cambodian

	Nationality:
	Vietnamese

	Ethnic group:
	Kinh

	Native place:
	Dong Hung, Thai Binh

	Permanent address of residence:
	733 CMT8, ward 6, Tan Binh district, Ho Chi Minh City

	Tel:
	0913.800.012

	Educational standard:
	10/10

	Professional standard:
	Engineer of Post Economics

	Employment history:
	

	05/1962-1975
	Joining revolution activities

	1975 – 1993
	City Post

	1993 – 2005
	Deputy Director of Ho Chi Minh City Post

	2005-now
	Retiring

	Current title:
	Member of BOM

	Current title in other organizations:
	Member of BOM of Vien Lien Joint Stock Company

	Number of shares held (until 20/08/2010)
	0

	- Representative:
	0

	- Individual:
	0

	Related individuals:
	According to attached list of related individuals

	Number of shares held by related individuals:
	None

	Law breaches:
	None

	Liabilities to the Company
	None

	Fee and other benefits
	

	Benefits relating to the Company
	

	Benefits in contrast with those of listing organization
	None


12.1.4. Mr. Nguyen Thoai Hong

	Title:
	Member of BOM

cum Deputy General Director

	Gender:
	Male

	Date of birth:
	20/05/1963

	ID no.:
	023502423

	Place of birth:
	Tien Giang

	Nationality:
	Vietnamese

	Ethnic group:
	Kinh

	Native place:
	Tien Giang

	Permanent address of residence:
	186/80 Vuon Lai, Tan Phu district, Ho Chi Minh City

	Tel:
	0918009588

	Educational standard:
	12/12

	Professional standard:
	Doctor of Economic Science

	Employment history:
	

	1997-1998
	Kigimex Joint Stock Company

	1998-2005
	Kigimex Joint Stock Company and Tin Nghia Joint Stock Company

	2005-2006
	Tin Nghia Joint Stock Company

	2008-now
	Vinh Khanh Cable Plastic Corporation

	Current title:
	Member of BOM cum Deputy General Director

	Current title in other organizations:
	None

	Number of shares held (until 20/08/2010)
	107,580

	- Representative:
	0

	- Individual:
	107,580

	Related individuals:
	According to attached list of related individuals

	Number of shares held by related individuals:
	None

	Law breaches:
	None

	Liabilities to the Company
	None

	Fee and other benefits
	None

	Benefits relating to the Company
	Shareholder

	Benefits in contrast with those of listing organization
	None


12.1.5. Mr. Le Pham Vinh

	Title:
	Member of BOM

cum General Director

	Gender:
	Male

	Date of birth:
	25/06/1966

	ID no.:
	021743793

	Place of birth:
	Xuan Loc – Dong Nai

	Nationality:
	Vietnamese

	Ethnic group:
	Kinh

	Native place:
	Hoc Mon district – Ho Chi Minh City

	Permanent address of residence:
	27/5 Nam Thoi hamlet – Thoi Tam Thon commune – Hoc Mon district – Ho Chi Minh City

	Tel:
	08 35230991 – 098 2701091

	Educational standard:
	12/12

	Professional standard:
	Engineer

	Employment history:
	

	+ 1997-2007
	Vinh Khanh Cable Plastic Corporation

	+ 2008 up to now
	Deputy General Director of Vinh Khanh Cable Plastic Corporation

	Current title:
	Member of BOM cum Deputy General Director

	Current title in other organizations:
	None

	Number of shares held (until 20/08/2010)
	12,510

	- Representative:
	

	- Individual:
	12,510 shares

	Related individuals:
	According to attached list of related individuals

	Number of shares held by related individuals:
	None

	Law breaches:
	None

	Liabilities to the Company
	None

	Fee and other benefits
	None

	Benefits relating to the Company
	Shareholder

	Benefits in contrast with those of listing organization
	None


12.2. List of Board of Supervisors

12.2.1. Mr. Le Minh Chi

	Title:
	Head of Board of Supervisors

	Gender:
	Male

	Date of birth:
	10/7/1961

	ID no.:
	024201525

	Place of birth:
	Phan Thiet, Binh Thuan

	Nationality:
	Vietnamese

	Ethnic group:
	Kinh

	Native place:
	Ham Thang, Ham Thuan Bac, Binh Thuan

	Permanent address of residence:
	521/25A CMT8, ward 13, district 10, Ho Chi Minh City

	Tel:
	08 38620875 / 0913916009

	Educational standard:
	12/12

	Professional standard:
	Bachelor of Finance & Accounting

	Employment history:
	

	1997-1998
	Chief Accountant of T&H Co., ltd and New North South Co., ltd

	1998-2005
	Executive officer of Chau Thoi Co., ltd

	2005-2006
	Executive officer of Chau Thoi Co., ltd

	2006-2008
	Executive officer of Chau Thoi Co., ltd, Financial Director of Thinh Phat Co., ltd

	2008-now
	Head of Board of Supervisors of Vinh Khanh Cable Plastic Corporation until now

	Current title:
	Head of Board of Supervisors of Vinh Khanh Cable Plastic Corporation

	Current title in other organizations:
	Director of Chau Thoi Co., ltd

	Number of shares held (until 20/08/2010)
	1,000 shares

	- Representative:
	

	- Individual:
	1,000 shares

	Related individuals:
	According to attached list of related individuals

	Number of shares held by related individuals:
	None

	Law breaches:
	None

	Liabilities to the Company
	None

	Fee and other benefits
	

	Benefits relating to the Company
	None

	Benefits in contrast with those of listing organization
	None


12.2.2. Mr. Ha Anh Tuan

	Title:
	Member of Board of Supervisors

	Gender:
	Male

	Date of birth:
	10/11/1949

	ID no.:
	024646248

	Place of birth:
	Binh Dinh

	Nationality:
	Vietnamese

	Ethnic group:
	Kinh

	Native place:
	Binh Dinh

	Permanent address of residence:
	47/9 Nguyen Dinh Chieu, ward 4, Phu Nhuan district, Ho Chi Minh City

	Tel:
	0903 630 856

	Educational standard:
	12/12

	Professional standard:
	Bachelor of Banking

	Employment history:
	

	1975 – 1987
	Deputy Manager of branch of State bank of Vietnam in An Giang

	1987 – 1989
	Deputy Director of An Giang Jewelry Company

	1989 – 1990
	Director of Tourism Service Company in Chau Doc town, An Giang province

	1990 – 1991
	Deputy Manager of An Giang Land and housing project management unit

	1991 – 2000
	Deputy Manager of An Giang Land and housing project management unit cum Manager of Preparation board of Mekong Delta Bank

	2000 – 2001
	Director of market development of An Phu Joint Stock Company

	2001 – 2003
	Deputy Director of Hiep Tan Joint Stock Company

	2006 – now
	Board of Supervisors of Vinh Khanh Cable Plastic Corporation

	Current title:
	Member of Board of Supervisors

	Current title in other organizations:
	None

	Number of shares held (until 20/08/2010)
	500 shares

	- Representative:
	

	- Individual:
	500 shares

	Related individuals:
	According to attached list of related individuals

	Number of shares held by related individuals:
	None

	Law breaches:
	None

	Liabilities to the Company
	None

	Fee and other benefits
	

	Benefits relating to the Company
	None

	Benefits in contrast with those of listing organization
	None


12.2.3. Vo Thien Chuong

	Title:
	Member of Board of Supervisors

	Gender:
	Male

	Date of birth:
	26/01/1980

	ID no.:
	023168771

	Place of birth:
	Tien Giang

	Nationality:
	Vietnamese

	Ethnic group:
	Kinh

	Native place:
	Tien Giang

	Permanent address of residence:
	26/2A Tran Quang Dieu, ward 13, district 3, Ho Chi Minh City

	Tel:
	0903001533

	Educational standard:
	12/12

	Professional standard:
	Bachelor of Finance – Accounting

	Employment history:
	

	2003 – 2007
	CA&A Consulting and Auditing Co., ltd, Chief Accountant + Auditing assistant

	2007 – now
	Vietnam International Securities Joint Stock Company – Branch in Ho Chi Minh City, Director

	Current title:
	Member of Board of Supervisors

	Current title in other organizations:
	Director of Branch of Vietnam International Securities Joint Stock Company in Ho Chi Minh City

	Number of shares held (until 20/08/2010)
	

	- Representative:
	0

	- Individual:
	0

	Related individuals:
	

	Number of shares held by related individuals:
	0

	Law breaches:
	None

	Liabilities to the Company
	None

	Fee and other benefits
	

	Benefits relating to the Company
	None

	Benefits in contrast with those of listing organization
	None


12.3. List of Board of Directors

12.3.1. Mr. Lam Quy Chuong, Chairman of BOM cum General Director

As presented in 11.1.1

12.3.2. Mr. Nguyen Thoai Hong, Member of BOM cum Deputy General Director

As presented in 11.1.4

12.3.3. Mr. Le Pham Vinh, Member of BOM cum Deputy General Director

As presented in 11.1.5

12.3.4. Mr. Tran Manh

	Title:
	Financial Director

	Gender:
	Male

	Date of birth:
	02/06/1968

	ID no.:
	024078836

	Place of birth:
	Thua Thien Hue

	Nationality:
	Vietnamese

	Ethnic group:
	Kinh

	Native place:
	Thue Thien Hue

	Permanent address of residence:
	119/34 Road 3/2, ward 11, district 10, Ho Chi Minh City

	Tel:
	0938.322.723

	Educational standard:
	12/12

	Professional standard:
	Bachelor of Finance – Accounting

	Employment history:
	

	1993-2000
	Charge of Group of Accounting and finance of Vietnam Porcelain and Glass Import-Export Company

	2000-2005
	Manager of Department of Finance & Accounting of Vietnam Porcelain and Glass Company

	2005-2006
	Chief Accountant of Vietnam Porcelain and Glass LLC

	2006-2009
	Chief Accountant of Vietnam Porcelain and Glass Joint Stock Company

	15/01/2010-now
	Financial Director of Vinh Khanh Cable Plastic Corporation

	Current title:
	Financial Director

	Current title in other organizations:
	

	Number of shares held (until 20/08/2010)
	50,000 shares

	- Representative:
	

	- Individual:
	50,000 shares

	Related individuals:
	According to attached list of related individuals

	Number of shares held by related individuals:
	None

	Law breaches:
	None

	Liabilities to the Company
	None

	Fee and other benefits
	

	Benefits relating to the Company
	None

	Benefits in contrast with those of listing organization
	None


12.4. Chief Accountant: Mr. Duong Minh Hoa

	Title:
	Chief Accountant

	Gender:
	Male

	Date of birth:
	10/12/1978

	ID no.:
	212221515

	Place of birth:
	Quang Ngai

	Nationality:
	Vietnamese

	Ethnic group:
	Kinh

	Native place:
	Ba Dong – Ba To – Quang Ngai

	Permanent address of residence:
	B11B/39Z1 - Group 11 - Hamlet 2 - Vinh Loc B - Binh Chanh – Ho Chi Minh City

	Tel:
	0905363459

	Educational standard:
	12/12

	Professional standard:
	Bachelor of Finance – Accounting

	Employment history:
	

	1998 – 2006
	Quang Ngai Sugar Joint Stock Company

	2006 – 2008
	Thinh Phat Real Estate and Electricity Cable Joint Stock Company

	2008 – now
	Vinh Khanh Cable Plastic Corporation

	Current title:
	Chief Accountant

	Current title in other organizations:
	None

	Number of shares held (until 20/08/2010)
	10,000 shares

	- Representative:
	

	- Individual:
	10,000 shares

	Related individuals:
	

	Number of shares held by related individuals:
	None

	Law breaches:
	None

	Liabilities to the Company
	None

	Fee and other benefits
	None

	Benefits relating to the Company
	None

	Benefits in contrast with those of listing organization
	None


13. Fixed assets

Table 23: Situation of amortization of fixed assets until 30/06/2010

(Unit: VND million)

	Indicator
	Primary price
	Amortization in term
	Remaining value

	Tangible fixed assets
	174,634
	87,543
	87,091

	Buildings, architectonic model
	15,297
	7,414
	7,883

	Equipment and machinery
	113,916
	63,349
	50,567

	Means of transportation
	10,393
	4,056
	6,337

	Other fixed assets
	1,683
	1,330
	353

	Financial leasing
	33,345
	11,394
	21,951

	Intangible fixed assets
	8,749
	2,372
	6,377

	Land use right *
	8,439
	2,282
	6,157

	Copyright, computer software
	309
	90
	219

	TOTAL
	183,383
	89,915
	93,468


Source: VKC

* This is land use right of 2 plots at Plastic Factory in Binh Duong with area of 9,507.20 m2 and 6,475.57 m2 of the Company.

In addition, currently, the Company also owns 1 plot with area of 13,485.80 m2 in Binh Duong. Origin of this plot is as follows: In 2003, Chau Thoi Co., ltd signed contract 376/VK/TV-03 to transfer number of factories in the land to Vinh Khanh Company to move all machines to production in Lai Thieu. The transfer price of this factory system was VND 5,163,000,000 (five billion one hundred sixty three million Vietnam dong). In 2010, after several years operating stably in the area without any land disputes, Vinh Khanh made procedures for land allocation. Binh Duong People's Committee issued Decision to legalize land with fee of land use no. 1060/QD-UBND dated 12/04/2010 for Vinh Khanh with area above and to 06/2010, the Company received certificate of land use right no. CT00324, issuing no. BA 179285. To 8/2010 the Company accounted into accounting book of land use right of this plot.
With the advantage of this large area in Binh Duong province, where there is convenient traffic, neighboring to new residential area, Thu Duc, Bien Hoa and Di An, Vinh Khanh expected to cooperate apartment building in form of capital contribution with land use right or transfer to appropriate partners. Partners also conducted a feasibility study and reached memorandum agreement on principle of cooperation in 2010. Annual General Meeting of Shareholders in 2010 was meeting and issuing Resolution no. 1808/NQ/DHDCD/VCOM/2010 on 18/08/2010, authorizing Board of Management of the Company to negotiate, decide capital contribution or transfer of land use right of 2 plots at Plastic Factory in Binh Duong province with area of ​​6,475.57 m2 and 13,485.80 m2 (Plot of 13485.80 m2 is the plot the Company received land use right certificate in 7/2010 mentioned above) with appropriate partners. But until now, Board of Management of the Company has not made ​​ official decision to use these 2 plots.
14. Production-business plan, profit and dividend plans in following years

Vinh Khanh Cable Plastic Corporation has set plans of revenue, profit and dividend for period 2010-2012 based on forecast of potential, development orientation of cable – plastic sector as well as evaluation of strength, weakness and current position of the Company, particularly as follows:
(Unit: VND million)

	No.
	INDICATOR
	2010
	2011
	2012

	1
	Owners’ equity
	130,000
	160,000
	160,000

	2
	Net revenue
	420,581
	522,217
	626,660

	3
	Cost price of goods sold
	361,771
	447,700
	537,240

	4
	Gross profit
	58,810
	74,516
	89,420

	5
	Profit from financial activities
	250
	300
	360

	6
	Financial activities expense
	12,697
	12,735
	14,900

	7
	Sale expense
	10,214
	12,052
	14,101

	8
	Business administration expense
	10,314
	12,171
	14,240

	9
	Profit from business operation
	25,834
	37,857
	46,538

	10
	Other income
	2,166
	2,599
	2,599

	11
	Other expense
	1,546
	1,855
	1,855

	12
	Other profit
	620
	744
	744

	13
	Total profit before tax
	26,454
	38,601
	47,281

	14
	Current BIT expense
	6,314
	9,650
	11,820

	15
	Deferred BIT expense
	-
	-
	

	16
	Profit after tax
	20,143
	28,951
	35,461

	17
	Basic interest on shares (VND)
	1,549
	1,809
	2,216

	18
	Rate of dividend
	12%-14%
	14%-16%
	16%-18%

	19
	Rate of profit to pay dividend to shareholders
	77.4%-90.4%
	77.4%-88.4%
	72.2%-81.2%


Source: VKC
14.1. Plan of increasing chartered capital

Annual General Meeting of Shareholders in 2010 decided to authorize Board of Management to deploy plan of publishing 3,000,000 shares as follows:
· Number of newly published shares: 3,000,000 shares

· Type of share: Common share

· Publish purpose: Supplementing capital for production-business operation and implementation of projects of the Company.
· GMS authorizes BOM to decide to deploy plan of publishing, decide time, publishing route, publishing object, price.
· Expected time to publish: End of 2010 – Early of 2011 (after finishing listing on HNX)

In 2011, 2012, chartered capital of the Company is estimated to be VND 160 billion; Increase of capital (if any) would depend on decision of GMS.
14.2. Plan of net revenue

(Unit: VND million)

	No.
	Sector
	2010
	2011
	2012

	1
	Plastic
	70,500
	84,600
	101,520

	2
	Tire
	291,881
	350,257
	420,308

	3
	Cable
	44,400
	70,800
	84,960

	4
	Other
	13,800
	16,560
	19,872

	
	Total
	420,581
	522,217
	626,660


Source: VKC

14.3. Plan of output

	No.
	Sector
	Unit
	2010
	2011
	2012

	1
	Plastic pipe
	Kg
	3,204,545
	3,845,455
	4,614,545

	2
	Tire
	pcs
	1,800,000
	2,160,000
	2,592,000

	3
	Cable
	
	
	
	

	-
	Dropwire, fibre optic cable
	m
	34,300,000
	41,160,000
	49,392,000

	-
	LAN cable
	m
	3,005,366
	8,819,707
	10,583,649

	4
	Telecommunication equipment
	
	
	
	

	-
	Phone
	pcs
	26,538
	31,846
	38,215


Source: VKC
14.4. Plan of expense

(Unit: VND million)

	No.
	Expense item
	2010
	2011
	2012

	1
	Financial activities expense
	12,697
	12,735
	14,900

	2
	Sale expense
	10,214
	12,053
	14,102

	3
	Administration expense
	10,315
	12,171
	14,240

	
	Total
	33,226
	36,959
	43,242


Source: VKC

14.5. Basis to make plan

· Forecast of market situation in 2010-2012
· According to forecast of the Government, GDP growth rate of Vietnam in the following period could hardly reach rate of 8% as before crisis.
· Market of copper telecommunication cable would continue decreasing in following years because of appearance of fibre optic cable. Copper telecommunication cable is mainly to serve work of preparation, replacement. However, demand of the market for dropwire would grow stably. Fibre market would develop strongly with new construction, installation projects, especially demand of fibre optic cable for trend of FTTH (Fiber to the Home), which would make demand of fibre optic cable increase strongly in 5 following years.
· In only few recent years, development of means of transportation such as expensive motors, modern cars, trucks and buses in Vietnam is quite fast. Vietnam is a young and developing market. Thus, demand of tire would continue growing; tire product has long life cycle. At the end of 2008, big motor brands as Honda, Suzuki, SYM, Piaggio, Kymco signed contracts of assembling Maxxis tire for all motors produced by them; this was a great advantage for market of substitute tire distributed by Vinh Khanh. Chengshin Vietnam factory also step by step produces heavy truck specifications to meet requirement of diversity of customers so competitive advantage would increase, promise increase of revenue and profit.
· Vietnam plastic sector had average growth rate of 15-20%/year, consumed plastic output was 22 kg/person (2008) and 28 kg/person (2009), while this rate in the world was 37kg/person/year (according to report in 2009 of Vietnam Plastic Association). Expectedly, consumed plastic output in Vietnam would continue growing with high rate to reach 32 kg/person; total output is 3.8 million tons in 2010. In which, material plastic accounts for about 15%, equivalent to 570,000 tons. Plastic pipe in Vietnam market would reach output of 150,000 tons in 2010 and would grow with rate of 15% in following years (according to report in 2009 of Vietnam Plastic Association). Thus, plastic pipe market would grow stably in coming time with development orientation of plastic sector of Vietnam.
· Competitiveness in telecommunication sector, plastic pipe sector is increasingly fiercer due to participation of a lot of domestic suppliers. Only in market of LAN cable, main competitors are suppliers in China which have low price products.
· Product strategy

Plastic pipe product: Currently, Vinh Khanh plastic pipe factory has 5 production lines of PVC plastic pipe and 3 production lines of PE pipe; in which 1 production line was invested in 2009 to product PE pipe of (1200. PVC plastic pipe products are produced from (21 to (400, including groups of products:
· Civil plastic pipe, grey pipe: (21 to (90
· Plastic pipe for water supply, blue pipe: (60 and more

· Plastic for post and telecommunication cable, orange pipe: (39, 90, 110, 168, etc.
· Plastic pipe for electricity cable, red pipe: (60 and more

Vinh Khanh is investing in 1 more production line of PVC plastic pipe to product PVC pipe of (600 to provide mainly for water supply construction.

Predefining market segment of plastic particle, especially plastic particle for products as high-class cable, cable with fire-preventing cover, etc. In order to take initiative in demand of plastic particle for cable cover in next time (LAN cable, telecommunication cable, electricity cable, etc.) as well as a large number of plastic particles to sell to cable producers in the same sector, the Company established “Plastic particle plant” directly under the Company. Expected capability of plastic particle plant is 150 tons/month.
Business orientation of plastic pipe product in following years generally direct to types of big pipe to serve water supply and drainage construction, cable pipe, wire pipe for typical customers as Water supply corporation and subsidiary units, telecommunication companies, installation companies of provinces directly under VNPT, FPT and subsidiary companies, etc.

Tire product:

Chengshin tire is a big and famous brand for dominating quality over other tires. Vinh Khanh is general agent of Chengshin tire in almost 20 years so it has a spread distribution system in Vietnam market.

At the end of 2008, big motor brands as Honda, Suzuki, SYM, Piaggio, Kymco signed contracts of assembling Maxxis tire for all motors produced by them; this was a great advantage for market of substitute tire distributed by Vinh Khanh.

At the end of 2009, Chengshin Vietnam tire factory started to produce tire for light-weight truck. This was also an advantage because it could save import tax of 20-30% of price of products.

Cable product:

In addition to traditional products as phone wire, telecommunication cable, from 2009 on, the Company invested and transferred some production lines of telecommunication cable production to LAN and electricity cable production. These are new products of the Company to serve domestic and export demand.

Currently, Vinh Khanh has signed contracts to export LAN cable to Japan, which is expected to be about 600,000 USD/year in 2010, export dropwire to the Philippines of VND 1.8 million in 2010 and receive certificate of UL, ETL. LAN cable is also exported to the US and other countries. In addition to strategy of exporting LAN cable, the Company also expands business of cable in domestic market, focuses on traditional partners such as VNPT, FPT, VIETTEL, SPT, etc.

Telecommunication equipment: With great advantage of being an experienced unit which has wide relationship in posts and telecommunications sector, Vinh Khanh is one of the units providing telecommunication equipment for VNPT and subsidiary units. Products provided by Vinh Khanh for VNPT are fibre optic cable of all kinds, telecommunication cable/dropwire, wireless phone (Gphone), phone switchboard, and other terminal equipment.

Until the end of 6 months of 2010, the Company has finished 47% of plan of revenue (nearly VND 196 billion) and 42% of profit after tax (9.1 billion) because in 2010 the Company had advantage in business of Lan cable, other activities also stabilized and brought about profit stably, market of product consumption and source of customers of the Company were reinforced and developed more, etc.

15. Evaluation of consulting organization on profit and dividend plans
Branch of Vietnam International Securities Joint Stock Company in Ho Chi Minh City is a branch of Vietnam International Securities Joint Stock Company which has collected information, researched, analyzed and gave out necessary evaluations of business operation of Vinh Khanh Cable Plastic Corporation. Profit plan of the Company for following year is appropriate to its performance in the past as well as development situation of sectors of cable, plastic, tire in particular and of Vietnam economy in general.
In recent years, Vietnam is considered as a dynamic and developing economy in the region. Based on annual economic growth rate of Vietnam in recent years and positive forecast of The United Nations Economic and Social Commission for Asia and the Pacific, development potential of sectors of telecommunication cable and electricity cable is quite high.
To the end of 6 months of 2010, the Company has finished 47% of plan of revenue (nearly VND 196 billion) and 42% of profit after tax (9.1 billion).
Until the end of 6 months of 2010, the Company has signed contract with total value of over 50 billion; orders would increase in the end of the year because of high demand. Expectedly in 6 last months of the year, the Company would sign contracts with similar value as 6 first months of 2010, which would ensure plan of revenue, profit of the Company.
Branch of Vietnam International Securities Joint Stock Company in Ho Chi Minh City sees that if there is no extraordinary fluctuations which affect to the Company, plan of profit set by the Company would be possible. Plan of paying dividend annually of the Company ensure dividend for shareholders as well as target of expanding production-business of the Company.
All above ideas provided by Branch of Vietnam International Securities Joint Stock Company in Ho Chi Minh City are on the viewpoint of consulting organization, on the basis of researches of securities and stock market, potential of the economy, of the sector and the Company. These evaluations above of consulting organization on plans of profit and dividend of the Company are for reference only for investors.

16. Information of unimplemented commitments of listing organization

None

17. Disputes and legal proceedings

Disputes and legal proceedings relating to the Company which could affect to price of listed shares: None

IV. LISTED SHARES

1. Type of shares: Common share

2. Par value: VND 10,000/share

3. Number of listed shares: 13,000,000 shares

4. Number of shares restricted from transfer

Restriction from transfer for founding shareholders is 0 share.
Restriction from transfer for members of BOM, BOS, BOD, and Chief Accountant of VKC: 100% of shares held by members of BOM, BOS, BOD and Chief Accountant of the Company are restricted from transfer for 6 months from listing date with 3,217,192 shares and 50% of these shares are restricted from transfer for next 6 months, equivalent to 1,608,596 shares.
Table 25: Number of shares restricted from transfer of BOM, BOS, BOD, and Chief Accountant

	No.
	Full name
	Title
	Number of shares held by individuals
	Number of shares restricted from transfer from listing date (shares)

	
	
	
	
	06 months
	1 year

	1
	Lam Quy Chuong
	Chairman of BOM cum GD
	3,035,602
	3,035,602
	1,517,801

	2
	Pham Linh
	Member of BOM
	-
	-
	-

	3
	Hoang Van Quyen
	Member of BOM
	-
	-
	-

	4
	Le Pham Vinh
	Member of BOM cum Deputy GD
	12,510
	12,510
	6,255

	5
	Nguyen Thoai Hong
	Member of BOM cum Deputy GD
	107,580
	107,580
	53,790

	6
	Le Minh Chi
	Member of BOS
	1,000
	1,000
	500

	7
	Ha Anh Tuan
	Member of BOS
	500
	500
	250

	8
	Vo Thien Chuong
	Member of BOS
	-
	-
	-

	9
	Tran Manh
	Financial Director
	50,000
	50,000
	25,000

	10
	Duong Minh Hoa
	Chief Accountant
	10,000
	10,000
	5,000

	
	Total
	
	3,217,192
	3,217,192
	1,608,596


5. Pricing method

Book value of shares is calculated by this formula:
	Book value of shares
	=
	Owners’ equity – Bonus & welfare fund

	
	
	Total number of outstanding shares


Book value of shares of the Company on 31/12/2008
	Book value of shares on 31/12/2008
	=
	122,685,982,022 – 5,967,032,586

	
	
	10,550,000

	Book value of shares on 31/12/2008
	=
	11,063 VND


Book value of shares of the Company on 31/12/2009

	Book value of shares on 31/12/2009
	=
	152,991,501,161 – 5,613,301,083

	
	
	13,000,000

	Book value of shares on 31/12/2009
	=
	11,336 VND


Book value of shares of the Company on 30/06/2010

	Book value of shares on 30/06/2010
	=
	156,083,866,243

	
	
	13,000,000

	Book value of shares on 30/06/2010
	=
	12,006 VND


6. Limitation of rate of shares held by foreigners

Foreign natural and legal persons could buy shares of Vinh Khanh Cable Plastic Corporation in accordance with regulation of rate of shares held by foreigners in a listing organization, a transaction registering organization. Pursuant to Decision 55/2009/QD-TTg dated 15/4/2009 of Prime Minister, foreign investors could hold maximum of 49% of shares of a public joint stock company. Currently, rate of shares held by foreigners in the Company is 44.55%.
7. Related taxes

Taxes for the Company:

Kinds of taxes that the Company must pay according to Law include value added tax (VAT), import tax, registration tax, business income tax and other taxes. Vinh Khanh always implements strictly payment of these taxes annually.
Now tax rate of value added tax is applied to business of the Company is 10%. Import tax for products of the Company depends on type of import products, origin and tax rate according to regulation of Ministry of Finance.
Business Income Tax: In 2009, the Company was reduced 30% of income tax to be paid in 2009 according to circular no. 03/2009/TT-BTC dated 13/01/2009 of Ministry of Finance because the Company has number of employees lower than 300. Accordingly, tax rate of business income tax in 2009 that the Company must pay was 17.5%. At the same time, according to circular no. 5675/CT-TT&HT on preference of business income tax issued by Binh Duong Department of Taxation on 04/08/2008, because the Company invested in production line of LAN cable to expand production scale so the Company got preference of BIT for added income; particularly, the Company was free from BIT for 1year since running business profitably and reduced 50% in 02 following years. Until the end of 2009, the Company did not still apply this tax rate of BIT because there was not profit from producing LAN cable. Right after business of LAN cable production gets profit in 2010, the Company would apply this tax rate of business income tax.
Taxes relating to share buyers of the Company: The Company implements according to regulation of current Law.

Taxes for individual investors:
Since 01/01/2010, individuals who have income from transferring shares implement payment of Personal Income Tax according to Law on Personal Income Tax and circular no. 84/2008/TT-BTC dated 30/9/2008 of Ministry of Finance on instructing implementation of Decree no. 100/2008/ND-CP dated 8/9/2008 of the Government on regulating some articles in Law on Personal Income Tax and circular no. 42/BTC-TCT dated 02/01/2009 of Ministry of Finance on instructing deduction of Personal Income Tax for transferring shares.
VI. PARTIES RELATING TO THE LISTING

AUDITING ORGANIZATION

VIETVALUE AUDITING AND CONSULTING CO., LTD

Head office: 33 Phan Van Khoe, ward 13, district 5, Ho Chi Minh City

Office: 153 De Tham, Co Giang ward, District 1, Ho Chi Minh City

Tel: (84.8) 3838 9009


Fax: (84.8) 3838 9119

CONSULTING ORGANIZATION

VIETNAM INTERNATIONAL SECURITIES JOINT STOCK COMPANY

Floor 3, no.59 Quang Trung, Hai Ba Trung, Hanoi

Tel: (84-4) 944 5888


Fax: (84-4) 944 5999

BRANCH OF VIETNAM INTERNATIONAL SECURITIES JOINT STOCK COMPANY

Address: No.09 Nguyen Cong Tru, District 1, Ho Chi Minh City

Tel: (84.8) 3915 2930


Fax: (84.8) 3915 2931

Website: www.vise.com.vn
VII. APPENDIXES

1. Appendix I: Valid copy of Business Registration Certificate

2. Appendix II: Valid copy of Charter of the Company

3. Appendix III: Audited financial statement of 2008, 2009 and inspected financial statement of 6 months of 2010

4. Appendix IV: Resolution of GMS on approving the listing

5. Appendix V: Book of shareholders closed on 30/06/2010

6. Appendix VI: Other documents relating to the listing organization
VINH KHANH CABLE PLASTIC JOINT STOCK COMPANY

Binh Duong, date … month … year 2010

Chairman of Board of Management cum General Director

LAM QUY CHUONG

	Head of Board of Supervisors

LE MINH CHI
	Chief Accountant

DUONG MINH HOA


VIETNAM INTERNATIONAL SECURITIES JOINT STOCK COMPANY

General Director
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