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GENERAL INFORMATION ~

SAIGON GARMENT MANUFACTURING TRADING JOINT
STOCK COMPANY

Certificate of business registration No. 0300742387
Charter capital: 155,556,200,000 VND

Owner’s capital: 155,556,200,000 VND

Address: 252 Nguyen Van Luong, Ward 17, Go Vap District,
Ho Chi Minh City

Telephone: (08) 3984 4822

Fax: (08) 3984 4746

Website: www.garmexsaigon-gmc.com >
Stock code: GMC

BUSINESS LINES

« Sewing clothes, except for clothes from leather and animal fur, main products are ready-made
clothing of all kinds
Trade brokerage
Trading in material, machines, clothing manufacturing equipment, materials and accessories for
clothing manufacturing.
Wholesale of fabric, ready-made clothing,and feetwear.
Investment, trading in supermarkets and'storg, office leasing service. Trading in housing. Factory
leasing
Business management consulting. Trading in importszexports forwarding service
Manufacturing knitted fabric, knitting fabric and other non-woven fabric.
Perfecting woven products: textilefindustry.Bleaching:@nd washing services (do not operate at
the Head Office).
Transportation service, overland passenger transportation.
Retail of clothing, footwear, articles, hardware,cosmetic, jewelry, toys, sports stuff. Retail of
garment, footwear, leatherette and leather goods in specialized shops.
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LOCATIONS OF THE BUSINESS

Euro  Japan

The products of the company are exported mainly to the markets of America, Japan, and Europe.
Some major customers of the company include: Columbia Sportswear (America), Decathlon
(France)
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INCORPORATION AND

DEVELOPMENT PROCESS
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Subsidiaries companies

Associated companies

|

CHANGE FOR SUCCESS IN THE FACE OF NEW OPPORTUNITY

2016~ Increasing charter capital to 155,556,200,000 VND in the form of
issuing more shares. Saigon Garmex is now managing An Phu Enterprise
(Ho Chi Minh City), An Nhon Enterprise (Ho Chi Minh City), Tan My
Garment Company (Ba Ria-Vung Tau Province), Blue Saigon Garment
Company Ltd. Total number of employees of all system of Saigon Garmex
currently comes to more than 4000 persons. In the year, the company had
new investment in An Phu Garment Enterprise, increasing two more lines,
raising production capacity of the Enterprise to 20 sewing lines; Ha Lam
Garment Enterprise (directly under Blue Saigon Garment Company Ltd.)
was invested to increase two more lines, raising production capacity of the
Enterprise to 10 sewing lines.

FORMATION

CAPITALIZATION
2004 - Saigon Garmex carried
out capitalization. Until this

1976 - One year after the day
of unified country, Sai Gon
Garment Manufacturing

BLUE SAIGON GARMENT COMPANY LTD.
Address: 332 Luy Ban Bich, Hoa Thanh Ward, Tan
Phu District, Ho Chi Minh City

Paid-in charter capital: 86 billion VND

Owners’ equity ratio of GMC: 100%

Major business lines: Sewing clothing, manu-
facturing woven fabric, wholesaling machines,
equipment and machine attachment, wholesal-
ing fabric, ready-made goods, footwear.

Ha Lam Garment Enterprise: Area: 27,000 m2, ca-
pacity: 10 lines.

Major markets: America, major customers: Colum-
bia Sportswear (America), Perry Ellis (America).
The company trading in textile and garment in
America (Blue Saigon L.L.C.) - Subsidiary compa-
ny: 100% capital

LISTING

2006 - The year 2006,
Saigon Garmex was listed

TO BE RECOGNIZED
BY ITS PARTNERS

TAN MY GARMENT COMPANY LTD.
Address: Trang Cat Hamlet, Hac Dich Com-
mune, Tan Thanh District, Ba Ria - Vung Tau
Paid-in charter capital: 15 billion VND .
Owners’ equity ratio of GMC: 100%

Major business lines: Manufacturing knitted
goods and fabric

Main markets: America, Europe, Australia

Main customers: Columbia Sportswear (Amer-
ica), Orvis (America), Cutter&Buck (America)
Decathlon (France), New Wave (Swedish),
Kathmandu (Australia)

Area: 50,000 m2

Capacity: 17 sewing lines (Investment is ex-
pected to increase 40 sewing lines)

TO BE GLORIFIED IN
THE WHOLE COUNTRY

2013 - Saigon Garmex received

PHU MY JOINT STOCK COMPANY
Address: Trang Cat Hamlet, Hac Dich
Commune, Tan Thanh District, Ba Ria -
Vung Tau

Paid-in charter capital: 4,341,000,000
VND

Owners’ equity ratio of GMC: 32.47%
Major line of business: Developing the
infrastructure of industrial zone, indus-
trial cluster. Building civil and industrial
works. Providing the related services in
investment and operation of industrial
zone, industrial cluster.

SUCCESSES IN
SERIES

2014 - Saigon Garmex was
offered again a Performance
Excellence Cup by Columbia
Sportswear for excellent
performance of quality,
delivery  time, sample

Trading Joint Stock Company
(Saigon Garmex js) was
established initially as a
state-owned Enterprise. The
company was initially called
Ho Chi Minh City Garment

time, Saigon Garmex has been
operating with 3 Enterprises
directly under it including An
Nhon Garment Enterprise, An
Phu Garment Enterprise, Binh
Tien Garment Enterprise. The
Head Office of the company was

at Ho Chi Minh City Stock

2012 - Saigon Garmex was

honorably a Labor Medal of

Exchange (HOSE) with Stock offered a  Performance Third Class for performances
Code: GMC. The Head ofﬁge Excellence Cup by Columbia achieved in business production
of the company was still Sportswear for excellent operations and care for the
situated a.t 236/7 (it is now performance of quality, employees’ living conditions.
changed into 252) Nguyen delivery  time,  sample The company was chosen

Van Luong, Ward 17, Go Vap

development capacity, and
responsibility  for  social
community.

Apart from it, the company
continued to be chosen
honorably as one of best

Enterprises Union,agoverning ! A L a7 ; development capacity, and ; ;
unit managed a large quantity ~ situated at 236/7 Nguyen Van District, Ho Chi Minh City, responsibility  for  social Ci%rt]rc:;ank\)ggeagocl)i?tizdocf:ot:wgaaei::: \C/(I)er;naar:]\ieesse b50 ngéeeds
of garment Enterprises for ~ Luong. Ward 17, Go Vap District, Vietnam community. by Forbes Vietnam Magazine Vietnpam Ma azir):e
export in Ho Chi Minh city. Ho Chi Minh City, Vietnam. ' g '
7~ 7~ P 7~ 7~ 7~
J \ 7 7 7 7
1976 - 2009 2004 2006 2012-2013 2014 Now




GOVERNANCE MODEL

The company operates in a joint stock company model according to the regulations of
Law on Enterprises and the regulations of the law in force.

AGM

Including all shareholders
with voting right, supreme
decision-making body of
the company

BOARD OF
DIRECTORS

Being a company
managing body, having
full powers on behalf of
the company to decide
all  issues  concerning
purposes, benefits of
the company except for
issues belonging to the
competence of AGM

BOARD OF
MANAGEMENT

Being the body managing
daily operations of the
company and assuming
responsibility before the
Board of directors for
implementing the rights
.and  assignments

INSPECTION
COMMITTEE

Carrying out the mission
for  shareholders  to
supervise all  business
operations, governance
and management
operations of the
company
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GOVERNANCE MODEL

~

ﬂ BOARD OF DIRECTORS H‘*

INSPECTION
COMMITTEE

DEPUTY GENERAL DIRECTOR [ . _. DEPUTY GENERAL DIRECTOR
Promotion - Business - PR - Improvement PRODUCTION

Financial Business Development Technology Quality Planning
Director Director Director Director Director Director

Administrator Accounting 3 Business Equipment Development Technology || Quality Export - Import Planning
Department Department ) Units Department Department J | Department I Department J | Department Department

An Nhon | An Phu | Bnh Tien | Tan Phu Blue Saigon Y Tay My [
Garment Garment Garment Garment Garment Co., Garment Co.,

Factory Factory Factory Factory Ltd Ltd

i Halam |
Blue Saigon LLC Garment
Factory
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DEVELOPMENT ORIENTATIONS

MAIN OBJECTIVES OF THE COMPANY

W

ith the forecast that Vietnam garment industry is difficult to grow, simple
products are gradually transferred to regional countries, European market

continues to be unstable. GMC has proposed orientations as follows:

1.

2.

Concentrating mainly on export markets, because the situation and the

competitive ability of domestic market meet with difficulties and barrier.

the shortage of European market.
. Continuing to transfer the business production structure to high-tech, towards
qualitative products of complex design for competitive increase.

Seeking and developing new potential markets of such as Russia to make up for

Providing service products for consulting processes in order to increase revenue

and profits outside main business production which is processing and trading.

Paying more attention to risks management if it can make a major impact on

production and business operations such as risks of exchange rate, interest rate

due to many changes.

DEVELOPMENT STRATEGIES IN MEDIUM AND LONG TERM

BUSINESS PRODUCTION

TARGETS UNTIL 2018

. Trying to achieve EBT

of 100 billion VND in
2018

. Average income of

employees: from 8
million VND to 10
million ~ VND/person/
month

Dividend is maintained
from 20% to 30% of
charter capital per year

PRODUCTION MODEL

Raising production capacity
on the basis of the company
resources optimization
with the viewpoint: “capital
deepening, labor-intensive
reduction” conversing
product strategies in
accordance with conditions
and skills of every area.

With regard to products,
concentrating to develop
hi-tech, complex products
to increase competitive

advantage. In  addition
to the policy of market
multilateralization and

product diversification to
minimize “crop” risks when
increasing production
capacity, simultaneously

increasing  gross  profit
margin and raising
competitive advantage.

With regard to production
revenue structure, achieving
70%-75% and trade service
achieving 25%-30% in 2018

TRADE SERVICE

Developing indirect capability
(subcontractor), building
and developing customer
systems in America, Europe,
Russia from the existing
distribution system and other
brands in the forms such as
M&A, cooperation lease, self-
investing.

Developing the chain  of
“design - production -
distribution”, to create
premise for the development
of OBM mode, service
developmentfor FOBdemand
on the basis of advantage,
experience of the company.

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY | 15

LEGAL

To fully and seriously
comply with the
reqguirements of
the Labor Code, the
Enterprise Law and the
relevant international
Sstandards

SUSTAINABLE
DEVELOPMENT GOALS

For the environment

Environmental protection is one of the factors
that Garmex Saigon is very important. The
investment in environmental protection not
only helps Garmex express attention/to the
community, people but also help the company
maintain its long-term and sustainable
development. Therefore, Garmex Sai Gon
has made a lot of contributions/to improve
the working environment, bujld a model of
environment friendly business activities,
.safety and comfort for the workers




RISK FACTORS

ECONOMIC GROWTH RISKS

In 2016, the emergent and developing
economies decreased growth rate due
to a decline in the commodity price of
the world. An important cause was due
to proportion conversion of Chinese
economy from export and investment
oriented economy to one depending
more on consumption expenditure, which
resulted in a decline in goods demand for
investment and intermediate goods. Apart
from it, developed economies decreased
their productivity due to geo-political
problems, population ageing and spare
ground of global financial crisis in 2008.
These problems made the influence of
trade on the growth decrease.

Generalgrowthoftheworldeconomyslowed
down, approximately 3.1% and decreased
by 0.1% as compared to the growth of the
year 2015. The trend of speed reduction
continued to show in global trade growth,
a drop to 2.3%. Consumer goods industry
such as textile and garment was one of
branches affected greatly from economic
growth because garment depended
largely on the income of the consumers.
With the trend of speed reduction of the
world economy, consumers’ demand also
decreased correspondingly.

In2017,theworldeconomyisforecastbetter
as compared to the year 2016 thanks to the
recovery of commodity price. US Energy

Information Administration (EIA) forecasts
WTI oil price will fluctuate about 50.66 USD/
barrel in 2017 higher than 43.07 USD/barrel
of the year 2016. The World Bank (WB)
forecasts non-energy goods will increase 2%
in 2017. The International Monetary Fund
(IMF) (WEO, 10/2016) forecasts the world's
economic growth in 2017 will be at the rate
of 3.4% (as compared to 3.1% of the year
2016), global trade growth will be at the rate
of 3.8% (as compared to 2.3% of the year
2016).

However, the world economy will confront
many indefinite factors in 2017.
Populismburstsoutin Americaand countries
in Eurozone

Risks from China’s credit system and
European Central Bank system;

The countries with developed economies
fall into a low inflation trap;

Political instability and armed conflict in
Middle East and East Asian areas.

Though Vietnam follows development
orientations towards the world, the
unfathomable fluctuations of its economy
are still risks making a considerable impact
on the business operation situation of
the company. Grasping these difficulties,
the company always continues to inspect
foreign and domestic economic situation,
markets in the world to advance reasonable,
opportune operation plans to limit negative
impacts caused by economic situation.

[T f |

L

EXCHANGE RATE RISKS

Foreign exchange market witnessed
a series of strong fluctuation at the
end of the year 2016#When it was
under pressure frogagfthe devaluation
of foreign curremCies in the area,
FED monetay” policy adjustment
itinerary andfthe results of American
presidential election. Exchange rate
changes” inclined to wait in front
before the policy expectations of
major econemies, “especially of
American economy. Therefore, VN
Dong reduced the price about 1% to
1.2% against US Dollar as compared
with the time at the beginning of the
year 2016.

Unfathomable exchange rate changes
in 2017 will cause large influences
on Textile and garment enterprises:
With an enterprise ‘whose export
operations are orientedlas a decisive
factor but its | raw! material} ifor
production is imported from foreign

countries, the stahility jof exchange I8
rate is the most important:factor for

On the other

ong of causesde an-increase
in § USD lnterest ~ rate, anectlng
financial expenses-of GMC because
the company issusing credit services

. corl;grmng USD such as LC, payment

Tradecard ...The strong USD still
affects negativelythe buying power
of consumers in America, EU areas
- which are the custemers of order
forms carried out by GMC. Therefore,
the company has built itself a risk
management policy concerning the

ul‘l]lillll‘_i‘f

—
r—

dENSE. w8

EFE

changes in foreign exchange jrate
by forecasting the exchange rate of
foreign currency to optimizg payment
time as well as debt restructuring. In
addition, GMC also steps up export
operations, creating revenue in USD
to make up for USD demand for raw
material import, pm
itself on | the market Sithation to
predict the changésiin exchange rate
in order to have Suitablé policy for
risk minimization. —

LEGAL RISKS H

Business | ' production “operations
of Saigon Garmex is under the
adjustment of Viethamlegislative
system such as Law on ERterprises,
investment law, taxipolicies; customs;
in.addition, as an enterprise listed on
securities|trading floor; the company
is also under the influence of legal
frame system of Vietnam-securities
market. | | Some Tlawszsanctions,
policies farne nowgFbeing “innovated,

__therefore Salgon Garmex-must have

" more careful preparatlon‘ro satisfy
“theése requirements.

When Vietnamese économy ' has
begun to integrate more deeply into
the world economy, therepportunity
fortextile and garmentindustryis also
accompanied with a great €hallenge.
‘Therefore, to grasp opportunities in
the forthcoming time, the company
needs to have research=and very
careful preparation for intérnational
faw issues so that ;the. business
operations of the company can
achieve the highest effect.
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OTHER RISKS

Apart from the above mentioned risks, unpredictable risks such as natural disasters, fires,
etc., which may cause damage to the Company’s assets as well as affect the Company’s
business operations. These are rare risks in reality, but when they occur, they cause a great
deal of material and human damage to the Company

Although identified as risks that can not be excluded, it can still be minimized. Therefore,
the company regularly catches up the information and ensures good prevention such as
fire protection, etc .. At the same time, it plans to conduct the work optimally, purchase
insurance for goods and property of the Company.

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

RAW MATERIAL
RISKS

In 2016, Vietnam imported raw
material cloth equivalent to 8.6
billion USD from 7 countries and
territorial areas in the world.
In which import from China
accounted for more than 63% of
value.

]/

% $
Ui

%\ Raw material imported

from Korea

% Raw material
\ imported from China

Textile and garment industry in general, GMC in particular are under the influence of the
shortage of input raw material. With GMC, yearly average, the expenses of input raw material
account for about 60% of total business production expenses and 70% of cost of goods
sold. Therefore, a change in the prices of input raw material will make a great impact on
gross profit margin of the company. Moreover, the raw material of GMC depends largely on
import.

As a prestigious enterprise, GMC has had many positive measures in order to take more
initiative for raw material as well as the maintenance of relationship with many suppliers in
the sector, seeking better suppliers to limit risks from suppliers and finding the better raw
material supply, creating competitive advantage by negotiating with suppliers, building a
subcontractors system supplying well.
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22 | GARMEX SAIGON JS SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY | 23

THE SITUATION OF PRODUCTION
DT

OPERATIONS IN THE YEAR

In 2016, the company did not have the revenue of abnormal financial operations as Net revenue 1.502.065 1.611.379 7,28%
it was in 2015, so these operations decreased nearly 55% and achieved 9.7 billion 2 Cost of goods sold 1,249,641 1.336.254 6,93%
VND . A decline in the revenue of financial operations is one of main factors causing 3 Revenue of financial operations 21.563 9.722 ->4,91%
a decline in net profit from business operations of the company. 4 Financial expenses, sale, Enterprise 196.271 213.886 8.97%
management
However, this decline was completely in the plan as expected by the company (due to > Profits from operating activities 77716 70.961 -8,70%
no more cooperation receipts from medical examination and treatment), if carefully 6  Other profits 4.441 4.736 6,64%
examined, revenue from financial operations was only temporary, not originating 7 EBT 82.157 75.697 -7,86%
from the core of the Enterprise, the permanent business operations of the company 8 EAT 60.130 60.986 1,42%
were still very good - expressed in the large growth of net revenue as compared to 9 EPS 4.320 5146 19,12%

the proposed objectives, plans.

Although in the period of the end of
the year 2016, the company issued

Net revenue and the cost of goods
more shares but the end of the year

sold had relatively similar growth rate,

however, thanks to the application
of LEAN 5S production process, the
increase rate of cost expenses was
somewhat lower, helping to increase
profit margin of the company.

In 2016, the company did not have the
revenue of abnormal financial operations

as it was in 2015, so these operations f

decreased nearly 55% and achieved 9.7
billion VND . A decline in the revenue of

financial operations is one of main factors
causing a decline in net profit from business
operations of the company.

However, this decline was completely in
the plan as expected by the company (due
to no more cooperation receipts from
medical examination and treatment), if
carefully examined, revenue from financial
operations was only temporary, not
originating from the core of the Enterprise,
the permanent business operations of the
company were still very good - expressed in
thelarge growth of netrevenue as compared
to the proposed objectives, plans.

s

2016 EPS of the company achieved
5,146 VND/share, increasing by
19.12% as compared to the year
2015, which proved that the business
operations of the company were
stable and effective.

Summary of business operations of
Saigon Garmeximplementedin 2016,
the situation of business operations
of the company was progressing
very favorably, its revenue and profit
grew as compared to the general
plan of Vietnam textile and garment
industry. If impermanent profit
factors and stock diluting factors
had been eliminated, the activities
of Saigon Garmex in 2016 were
assessed as excellence beyond the
expectation of Executive Board of
the company.



GARMEX SAIGON JS SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

PLAN IMPLEMENTATION THE NUMBER OF STAFFS

Quantity Percentage
(person) (%)

I Under labor level 4.178 100,00%
1 Postgraduate and university level/College level 146 3,49%
2 Technical secondary school 205 4,91%
3 Primary level and technical worker 26 0,62%
4 Junior high school-Senior high school 3.801 90,98%
I According to Labor Contract 4.178 100,00%
1 Full-time 4178 100,00%
2 Part-time 0 0,00%
1] Under gender 4178 100,00%
1 Male 995 23,82%
2 Female 3183 76,18%

D [

IMPLEMENTATION SITUATION AGAINST THE PLAN

Net revenue 1.611.379 1.550.000 103,96%
2 EBT 75.697 60.000 126,16%
3 Dividend payment 30% 20% - 30%

Assessment was based on the proposed plan at AGM in 2016, Saigon Garmex completed
excellently profit targets before tax when it achieved 26.2%, net revenue targets increased
by nearly 4% in 2016. The Board of Directors also advanced the company’s shareholders
15% of dividend in the year and was expected to continue to pay the remaining 15% in the
period of the beginning of the year 2017
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ORGANIZATION AND HUMAN RESOURCE

Changes in Board of Management

* On August 12th, 2016, Chairman of the Board made decision No0.26/QD-HDQT to
appoint Ms. Le Thi Phuong Thao to Deputy General Director of Plan and Business, the
term of office from August 12th, 2016 to the third term of office (2014-2018) of Board
of Directors of Saigon Garment Manufacturing Trading Joint Stock Company.

+  On September 26th, 2016, Chairman of the Board made a decision No0.29/ QD-HDQT to
pass the retirement policy of Ms. Do Thi Kim Nhan from October 01st 2016.

Year of birth: 1953
Qualification: University of Industrial Economics
Employment history:

From 8/1972 - 3/1975: Operating in the urban
movement of youth union Committee of
Saigon-Gia Dinh area.

From 3/1975 - 4/1975: Joining the Ho Chi Minh
campaign - Youth Union Branch B3K42 Inter-
District 4, Saigon-Gia Dinh area.

From 5/1975 - 2/1976: Secretary of youth union
of Ward 5, Binh Hoa District, and Secretary of
Youth Union of Ward 11, Binh Thanh District.
From 3/1976 - 10/1978: Student of cadre
training school of central youth union, Ha Noi
From 11/1978 - 4/1981: Deputy Secretary of
Youth Union of District 8, concurrently a Cell
Secretary of Youth Union of District 8

From 5/1981 - 1/1986: Deputy Chief of Section
of Handicraft Industry Block of City Group,
Deputy Chief of Youth Section of City Group,
a Cell Secretary - the Party Member of Party
Committee of Ho Chi Minh City Group.

From 1/1987 - 4/1993:. Deputy Manager of
Planning and Material Department, Manager of
Ex-Import Department of Garment Union

MR. NGUYEN AN

GENERAL DIRECTOR

From 5/1993 - 11/1995: Director of An Nhon Garment Joint-Venture Company, Party
member of Party Committee of the company.

From 12/1995 - 5/1997: Deputy Director of Garmex Enterprise No.2

From 6/1997 - 12/1997: Temporary Director of Garmex No.2

From 1/1998 - 8/1999: Director of Garmex Enterprise No.2

From 9/1999 - 12/2003: Deputy Director of Saigon Garment Ex-Import Manufacturing
Company, concurrently Director of Garmex Enterprise No.2, a Party member, a Cell
Secretary of the Enterprise.

From 1/2004 - 2/2007: A Party member, Deputy Chairman of the Board - General Director
of Saigon Garment Manufacturing Trading Joint Stock Company, concurrently Director of
An Nhon Garment Enterprise.

From 3/2007 - 3/2015: A Party member, Deputy Chairman of the Board - General Director
of Saigon Garment Manufacturing Trading Joint Stock Company.

From 3/2015 until now: Deputy Chairman of the Board - General Director of Saigon Garment
Manufacturing Trading Joint Stock Company.

Securities ownership ratio:

Ownership representative: 0 share, accounting for 0% of charter capital

Ownership individual: 384,530 shares, accounting for 2.47% of charter capital

Ownership at other companies: None

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY | 27
Year of birth: 1965

Qualification: Bachelor of Economics - Majored in
Administration

Employment history:

From 1/1987 - 7/1987: Worker of Saigon Garment
Enterprise No.1

From 8/1987 - 3/1993: Secretary of Youth Union in
charge of Saigon Garment Enterprise No.1, concurrently
Deputy Secretary of Youth Union of Saigon Garment
Ex-import Manufacturing Company

From 4/1993 - 4/2000: Secretary of Youth Union
concurrently Deputy Manager of Garmex Garment
Enterprise No.1

From 5/2000 - 3/2002: Deputy Manager of Department

of Organization - Administration of Garmex Garment

ws. NGUVEN THI THE HHONG Ilgpc;[(rerlrlo_‘«’:I/SZ%[(;IZO.1 12/2003: Manager of Department of
DEPUTY GENERAL DIRECTOR Organization - Administration of Garmex Garment
Enterprise No.1

From 1/2004 - 4/2009: Manager of Department of

Organization - Administration of An Nhon Garment Enterprise

From 5/2009 - 5/2010: Standing member of Party Committee, Deputy chairperson of trade
union of the company, member of the Board of management, Deputy General Director of

Saigon Garment Manufacturing Trading Joint Stock Company.

From 6/2010 until now: Secretary of Party Committee, member of the Board of management,
Deputy General Director of Saigon Garment Manufacturing Trading Joint Stock Company.

Securities ownership ratio:

Ownership representative: 0 share, accounting for 0% of charter capital

Ownership individual: 29,610 shares, accounting for 0.19 % of charter capital

Ownership at other companies: None

Year of birth: 1977

Qualification: Bachelor of Economics

Employment history:

From 1/1999 - 1/2004: Accountant of Saigon Garment
Ex-Import Manufacturing Company

From 1/2004-12/2006: Accountant of Saigon Garment
Manufacturing Trading Joint Stock Company.

From 1/2007 - 2/2008: Deputy manager of Statistical
Accounting Department of Saigon Garment
Manufacturing Trading Joint Stock Company.

From 3/2008 - 6/2009: Manager of Statistical
Accounting Department of the Company

From 7/2009 - 16/06/2014: Chief Accountant of Saigon
Garment Manufacturing Trading Joint Stock Company
From 17/06/2014 - 03/2015: Financial Director
concurrently Chief Accountant of Saigon Garment
Manufacturing Trading Joint Stock Company

From 03/2015 until now: Member of Party Committee
Financial Director concurrently Chief Accountant of
Saigon Garment Manufacturing Trading Joint Stock
Company

MS. NGUYEN THI MINH HANG
FINANCIAL DIRECTOR

Securities ownership ratio:

Ownership representative: 0 share, accounting for 0% of charter capital
Ownership individual: 16,070 shares, accounting for 1% of Charter capital
Ownership at other companies: None
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BUSINESS AT SUBSIDIARIES

TAN MY GARMENT COMPANY LTD.

Address: Trang Cat Hamlet, Hac Dich Commune, Tan Thanh
District, Ba Ria -Vung Tau

Paid-in charter capital: 15 billion VND .

Owners’ equity ratio of GMC: 100%

Major business lines: Manufacturing knitted goods and fabric

Main markets: America, Europe, Australia

Main customers: Columbia Sportswear (America), Orvis (Amer-
ica), Cutter&Buck (America) Decathlon (France), New Wave
(Swedish), Kathmandu (Australia)

Area: 50,000 m2

Capacity: 17 sewing lines (Investment is expected to increase
40 sewing lines)

BLUE SAIGON GARMENT COMPANY LTD.

Address: 332 Luy Ban Bich, Hoa Thanh Ward, Tan Phu District,
Ho Chi Minh City

Paid-in charter capital: 86 billion VND

Owners’ equity ratio of GMC: 100%

Major business lines: Sewing clothing, manufacturing woven
fabric, wholesaling machines, equipment and machine attach-
ment, wholesaling fabric, ready-made goods, footwear.

Ha Lam Garment Enterprise: Area: 27,000 m2, capacity: 10 lines.
Major markets: America, major customers: Columbia Sports-
wear (America), Perry Ellis (America).

The company trading in textile and garment in America (Blue
Saigon L.L.C)) - Subsidiary company: 100% capital
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2016 compare
“““ to 2015

Total assets Miliion 57.571 48.081 83,52%
VND
Total revenue MV",\'I'B” 171.724 145.930 84.98%
Miliion 0
EAT UND 2.783 6.283 225 .75%
Profit margin after tax % 1,62% 4,31% 265,66%
2016 compare
Total assets Miliion 88.789 172.430 194.20%
VND
Total revenue MV",\';S” 101.291 152.879 150,93%
Miliion 0
EAT UND (6.792) (1.748) 25 74%
Profit margin after tax % (6,71%) (1,14%) 17,05%
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1,39
1,23

FINANCIAL STITUATION

0,69
0,68

FINANCIAL FIGURES IN 2016

0 .
n““n - QUICk - Debt/TOtaI - Debt/owners’ Eqmty -
Total assets 836.544 883.468 5,61% SOLVENCY RATIO CAPITAL STRUCTURE RATIO

2 Net revenue 1.502.065  1.611.379 7,28% 27'19%22640/

3 Profit from operating activities 77.716 70.961 (8,69%)

4  Other profits 4.441 4.736 6,64% -

5  EBT 82.157 75.697 (7,86%)

6 EAT 60.130 60.986 1,42%

Cooperation receipts from medical
examination and treatment (Activities are
only temporary, not essential) were main
factors making revenue from financial
activities decrease in net profit from
operating activities of the company. On
the other hand, in the year the company
invested in more machines, equipment to
raise productivity; so financial situation
between two years 2015 and 2016 had
basic difference as follows: net revenue
increased by 7.28% as compared to
previous year but EBT decreased by 7.86%

4,51%
375%

ROS

Inventory turnover  Net revenue/ Total Assets

OPERATION CAPABILITY RATIO

- 2015
- 2016

SOLVENCY RATIO

Being basically improved
through the years, the
current ratio increased
continuously in three years
later, up to 2016 it achieved
1.14 times, increasing 0.07
round as compared to
previous year. Similarly,
quick  ratio  increased
continuously and reached
the rate of 0.73 round in
2016. With solvency ratio
as expressed at present
time, the company can pay
easily its short term debts.

9,36%
7,09%
5,89%

. .5127%

oA  Operating profit/
Net revenue Ratio

TARGET ON PROFITABILITY

CAPITAL STRUCTURE RATIO

Showed the debt of the
company inclined to
decrease as compared
to the year 2015.
Specifically debts on
total assets and debts
on owners’  equity
decreased by 1.45% and
11.27% as compared to
the same period.

- 2015
- 2016

TARGET ON PROFITABILITY

Basically decreased as
compared to the year
2015, on the one hand
there was no sudden
change in profit as it
was in 2015, on the
other hand, revenue
growth was slower
than the growth of
owners’ equity of the
company.
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SHAREHOLDER STRUCTURE, CHANGE IN LIST OF MAJOR SHAREHOLDERS

THE OWNER'’S EQUITY .
\\““ Name of organization/individual

The number of shares issued: 15,555,620 shares I The group of major shareholders
The number of common shares: 15,555,620 shares

The number of preferred shares: 0 share U | ke Blzng 1) 2SN 15250
The number of outstanding shares: 15,506,360 shares ia Di '
u u Ing 5 Gia Dinh _Textlle And Garment 1 564.385 10,06%
The number of treasury stocks: 49,260 shares Corporation
Par value: 10,000
3 Tran Canh Thong 1.031.348 6,63%
FOREIGN INDIVIDUAL
Total (1) 5.074.047 32,62%
\ The group of major shareholders
§\\ . (1 group) i
S
Lam Tu Thanh 1.691.530 10,87%
1 Personal ownership 817.910 5,26%
5 Representative - Asia Trade 436.810 2.81%
Company Ltd
. : 0,
DOMESTIC INDIVIDUAL FOREIGN ORGANIZATION 3 Representative - Tan A Company Ltd 436.810 2,81%
Total (1) 1.691.530 10,88%
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SHAREHOLDER STRUCTURE, CHANGE IN THE PROCESS OF CHARTER CAPITAL INCREASE 155,56
THE OWNER’S EQUITY
116,9

The number of o -
1 -

State shareholders -

Founding shareholders - - 88,69
2 - Domestic - -
- Foreign - -
Major shareholders 6.765.577 43,50
3 - Domestic 6.765.577 43,50 46,69
- Foreign - -
4  Treasury stocks 49.26 0,32
5 Shareholders own preferred shares - - 22,75
Other shareholders 8.740.783 56,18
6 - Domestic 6.561.285 42,17
- Foreign 2.179.498 14,01

. tow | isssse0

| Domestic |
_ Foregn | 2179498 N ; ; ; 5 ,
— 2004 2007 2009 2013 2014 2016

Unit: Billion VND

In 2016, the company carried out the issue of stocks to the existing shareholders to
supplement floating capital for the company. The charter capital of the company as of
December 31st 2016 was VND 155,556,200,000

TRANSACTION OF TREASURY STOCKS
: ‘ In 2016, the company did not carry out any transaction of treasury stocks, nowadays the
- , ‘ number of treasury stocks of the company is still 49,260 shares

OTHER SECURITIES
None
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SUSTAINABLE DEVELOPMENT

QUALITY MANAGEMENT

The star-up of working day at the beginning
of the year 2016, Saigon Garmex advanced
many action programs in order to actively
overcome the difficulties of the market in the
forthcoming time.

The action program put forward measures
which Saigon Garmex shall try to carry out to
maintain competitive ability in this year, they
are:

Continuing to supplement to perfect
production model according to the
mode of Lean Manufacturing - 5S
Stepping up improvement from the
section of sample development to
the section of finish, concentrating
on the advanced manipulation of
workers.

Continuing to inspect and maintain
quality management, keeping
defective products less than 2%,
controlling quality closely in every
section, and making the most of
maximum efficiency of production
management software system.
Considering personnel task as a
decisive section for success and
competitive ability in short and long
term of the company

Extending production capability at
Ha Lam and Tan My

Concentrating on the business model
of Blue Saigon LLC headquartered in
America, developing Gramicci brand
franchise.

Building the model of working
attitude definition at the company
with the motto: Working attitude is
all.

According to the chain of value of textile and garment
industry, end-product stage is a decisive one, to achieve
effect in business, first of all the company needs to carry out
well lean manufacturing by LEAN method in order to minimize
loss, waste due to lack of information, surplus production,
inventory, defective products

..., this is just the strategic

objective of companies in the branch in general and GMC in particular.
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1: Readiness. Readiness is expressed

in self-awareness of employees
toward the activities of 5S. Members
recognize clearly the importance
of 5S, taking the initiative in skillful
combination of standards 5S and job to
makepersonalandcommonproductivity
of the company higher. The company
considers commitment to carry out
improvement, improvement objective
as the most important objective in the
formation of consciousness, creating
self-conscious habit, strict compliance
with regulations at workplace. Meetings
are permanently held to inspect
improvement, to learn from experience
and replicate improvement.

1

|
SCREENING

2: Screening: Is examining, classifying,

selecting and eliminating unnecessary
things at workplace. All things (tools,
equipment, raw materials, spoiled
appliance ...) that are irrelevant and
unnecessary for activities in an area will
be separated from necessary things then
eliminated or removed from the place of
production. Only necessary objects are
placed at workplace, ensuring the safety
of factory, machines and equipment.

|

ARRANGEMENT

3: Arrangement. Arrangement is

the activities of factory plan layout,
sewing line layout, arrangement in
divisions, line diagram, arranging
the factory to guarantee the quality
management  process, warehouse
management. A general principle is any
necessary tools are in their place and
accompanied with their identification
signs.

CLEANNESS

4: Cleanness. This is the centroidal

content of Lean, “Drawing system”
including the formation of sewing
lines, inventory management, quality
assurance at source, laying lines in small
scale. Permanently keeping cleanness at
workplace, machines, equipment, work
instrument or areas around workplace
to ensure good looking environment at
workplace.

CARE

5: Care, Is maintaining the good

implementation of the first A4S,
eliminating waste, carrying out
standardization and periodic, permanent
assessment, ensuring the drawing system,
continuously improving and training the
advanced manipulation and multi-skilled
worker. To assess implementation rate,
the company has built a detailed scale

Grasping this important factor, Executive Board of the company always mobilizes staff to

practise the model of LEAN 5S with essential components from the use of the model of LEAN

5S, applying managerial tools in production according to tradition 5S: S1: Screening, S2:
ement, S3: Cleanness, S4: Care, S5: Readiness.

production, raise effect through reality, Saigon Garmex has combined between 2

' S to build into the company’s own standard called LEAN 5S including:

to assess every specific Criteria as the
measure of maintenance.

O O
A4
s aresult, in 2016, gross profit margin index of the company increases 1.6% as compared

to the year 2015, achieving 17.07%, revenue growth rate is 0.35% higher than the growth
rate of cost of goods sold, bringing more profit to the company’s shareholders.




SUSTAINABLE DEVELOPMENT

The improvement ability of Saigon
Garmexmadeanimpressionon QE expert
of Columbia Sportswear (America)

he group of senior experts in charge of QE
T(Quality Engineering) from the head office of
Columbia Sportswear (America) paid a visit to An
Phu Enterprise directly under Saigon Garmex in
their business trip to Vietnam. The production
platform was rearranged and a visual quality
management system by information technology
was applied at the Enterprise, which made a
good impression on visitors. The visitors also
felt satisfied to learn about the method in which
the Enterprise used equipment effectively in the
section of heat-press and laser cut. The highlight
of the Enterprise’s activities was the improved
pattern and attachment helping convenient
production and raising productivity as well
as efficiency. Production engineers from the
head office of Columbia Sportswear (America)
wanted to learn about the improvement ability
of field technicians when they advanced many \
kinds of pattern and attachment used when
manufacturing by the order forms of the global

!

famous American sports brand. Open and cooperative, American technical experts still
even encouraged workers and technicians of the Enterprise to make comments on the
samples developed in America, applying the improved patterns to better aesthetic look,
use and effect of cost price of finished products.

SAIGON GARMEX IS NOW THE STRATEGIC PARTNER OF COLUMBIA
SPORTSWEAR, IT HAS BEEN DEVELOPING SUSTAINABLY IN RECENT YEARS"”

I

aigon Garmex and Columbia Sportswear (Vietnam) often hold technical meetings

to exchange deeply about technical requirements of customers as well as proposing
improvements in technology both to ensure aesthetics and movement function of sporting
products of Columbia brand and to make it easy in production on a large scale later. Two
parties discussed in detail and Columbia Sportswear (Vietnam) was satisfied with thorough
preparation and professional nature of Saigon Garmex. They believed that these offered
samples would bring about good results to the business of both parties. Apart from it,
Columbia Sportswear encouraged QFI (Qualified Factory Inspector) at Saigon Garmex to take
more initiative in making decisions related to quality and technique problems in production.
QFl is a title for quality auditors (QA) of Saigon Garmex company and Enterprises directly
under it trained by Columbia Sportswear to global quality standards and certified after
testing their qualification and skills. Currently QFIs of Saigon Garmex have enough capability
and competence to inspect quality of export order forms for Columbia Sportswear.

) : R
4 L L R e
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SUSTAINABLE DEVELOPMENT

ENERGY CONSUMPTION

Business unit

1 Garmex SaiGon 3,653,671 26,613 267,817 -

2  Tan My Garment Company Limited 1,008,890 12,299 156,562 4,500

3  Blue Saigon Garment Company Limited 539,520 5,400 - -

In general, total power is 5,202,081 Kwh, increasing about 783.256 Kwh as compared to
the year 2015. The unit having a change in power use is parent company - Saigon Garmex
when its consumption rate comes to 748.196 Kwh, Tan My increases 119.660 Kwh while
Blue Saigon decreases about 84.600 Kwh. The conversion of coal-fired boiler into power
used one is to contribute to the environmental protection and investment in two more
sewing lines at An Phu Garment Enterprise and production increase for export order forms
are main causes of power consumption increase at Saigon Garmex.
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RESPONSIBILITY FOR ENVIRONMENT AND SOCIAL
COMMUNITY

Throughout its formation and development, Saigon Garmex always recognizes its role
of environmental protection and contribution to the community in the sustainable
development strategy of the company. In the past time, the company has continuously
taken support measures in order to improve the environment, clean wind and light as well
as contributing its own capacity to economic and social development at the locality.

COMPLIANCE WITH ENVIRONMENTAL LAW

Paying attention to investment business, production line,
ensuring safety for employees, guaranteeing to meet the
environmental quality standards as well as satisfying well the
customers’ requirements about product quality.

waste disposal system is also examined by the company,

ensuring to treat waste well in production process before
it is discharged into environment in which kinds of waste
are classified carefully before it is treated and expelled to
environment.

water supply system at the company treats and disposes

impurities to ensure to drink immediately from any water
tap at the company. Canteens at factories of Saigon Garmex
are operated and managed by enterprises, ensuring food
safety and health for employees at the company.
In addition, the company always ensures to comply closely with
regulations concerning the environmental protection. Thanks
to it, in the past time, Saigon Garmex has not yet violated any
regulations of the law related to this issue. In addition, The
Unit's Assessment of Compliance with Social Responsibility of
Columbia Sportswear, the global famous brand for two years
in succession has been conducting the phase of unannounced
inspection and satisfied with the compliance of An Nhon
Enterprise directly under Saigon Garmex. This Enterprise is
assessed as “Acceptable” level - adjacent to the peak level
of “Best in Class” in the classification system of Columbia
Sportswear. In principle, Columbia Sportswear’s order forms
will be pouring into Enterprises with results of compliance
meeting requirements. The results of assessment phase have
proved the efforts of Saigon Garmex in general and An Nhon
Enterprise in particular in creating safe working environment,
providing maximum support for employees to achieve the
best effect, simultaneously still ensuring the environmental
protection standards, responsibility for social community. In
addition, An Phu Enterprise has joined the project of Columbia
customers’ and employees’ satisfaction survey and for two
years, the company has achieved the highest score in the
group of 11 Enterprises supplying FOB products for Columbia
customers, this is the effort of Saigon Garmex company in
order to retain employees and raise the sustainable value of
Saigon Garmex company.




42 | GARMEX SAIGON JS

RESPONSIBILITY FOR ENVIRONMENT
AND SOCIAL COMMUNITY

EMPLOYEES CARE

Saigon Garmex considers employees as precious asset; therefore, the company always
conducts the assessment of danger, risks at every specific work position to take
corresponding measures, providing labor safety to minimize risks, preventing industrial
accidentandreducingthedangerof occupational disease. Thedangerous parts of machines,
equipment are covered up suitably by equipment. Equipment, machines are maintained
periodically to ensure good operation and safety. Inspecting monthly periodically issues
concerning labor safety to discover and overcome opportunely. Periodically testing
machines, equipment with the strict requirements of labor safety. Organizing employees
to join the courses of training in fire fighting and prevention, labor safety .... in accordance
with the requirements of the law. Internal training for newly recruited workers and yearly
periodic training to raise workers’' consciousness of labor safety, standards and internal
regulations of the company. The employees meet with unexpected difficulties, the company
makes support payment from 500,000 VND and over. Every year on the occasion of Lunar
New Year's day, apart from policy to care for Lunar New Year's day, the company still gives
workers in difficult situation 700,000 VND to help to reduce employees’ worries on Lunar
New Year's day.

t the company, human resource is

always considered as a centroidal
factor and human resource development
is perfected step by step through
the policies of salary, rewards and
compensation; Recruitment and Training
and Development. Policies of salary, bonus,
allowances ... for employees are always
examined and settled satisfactorily, the
assessment of staff's mission completion
is organized fairly, the income division by
working capability is carried out to ensure
income for employees. The company is
gradually perfecting the payment model
3P for indirect office block, the company
considers it as important solutions to raise
the labor productivity of every individual,
simultaneously encourages employees
to enforce responsibility, rights and
obligations to create self-consciousness in
raising work skills. For direct production
block, the company applies LEAN 5S model,
considered as solutions to shorten working
time and increase labor productivity but still
ensure salary and income for employees.
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Il staffs are paid insurance premium

(health, society, unemployment)
according to regulations and ensured
rights by labor code. The company always
undertakes to ensure all spiritual and
material interests for employees according
to the regulations of the law and collective
labor agreement. Every year the company
spends more than 400 million VND to buy
accident insurance and health care for
employees.

ombining with Labor Union and Youth

Union, the company always looks after
employees’ living conditions, organizing
industrial kitchens, periodically assessing
the quality of the kitchen through survey
questionnaire to improve opportunely
and have the ration improvement policy
in accordance with every time. On public
holidays, the company holds light meals for
employees (total amount of 206,159,000
VND). On the occasion of Lunar New Year's
day, Labor Union organizes end-of-year
gathering for workers far from home to
celebrate New Year and gives presents
to the Labor Union member in difficult
situation and organizes coaches to go to the
countryside for New Year celebration (total
amount of 204,518,945 VND). In addition,
the company still supports workers who
meet with unexpected difficulties (total
6,424,993,859 VND) and supports single
female workers nursing their babies (total
234,750,000 VND), helping employees buy
accident insurance with the price of 56,000
VND/year ...In 2016, total amougg used to
support the company’'s employees was
about 10 billion VND. '

v
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RESPONSIBILITY FOR ENVIRONMENT AND SOCIAL

COMMUNITY

LOOKING AFTER THE EMPLOYEES’ AND
THEIR RELATIVES’ LIVING CONDITIONS:

n 2016, the company organized major
classes, training, to diffuse the importance
of nutrition, vaccinating female workers at
the company. On International Women's day
(March 08th), the company still organized
the competitions of flower arrangement,
cooking and gave presents and congratulated
women.... In addition, the company still
created conditions for employees to join
activities organized by higher authorities of
Labor Union such as female football prize,
fashion sewing design competition and
festival of performing arts competition. In
these competitions, the company won the
first prize in design and fashion performance,
the second prize in illustration dance, total
value of prizes was 13 million VND .

he company also gives preferential

treatment to staffs’ children in the
company, in 2016, the company appointed
8 children having good performances in
learning to join Thanh Da- Binh Thanh summer
camp and kindly requested agencies to give
presents to 3,456 children in the location on
the occasion of International Children’'s day
01/06. In addition, the company still gave
presents and Nguyen Duc Canh scholarships
to children having excellent performances in
learning.

part from  preferential treatment,

support for employees’ living conditions,
the company still organized the specialist
knowledge training courses, professional
training to create conditions for employees
to learn more about the operation model of
the company, LEAN 5S model, helping old
employees have opportunity to exercise,
practise in accordance with the spirit of model
5S.
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SOCIAL WORK

In the year, the company gave the amount of 300,000,000 VND to Central Vietnam
compatriots who were under the influence of act of God, this amount was given to Ho Chi
Minh City Fatherland Front by the company.

Giving Youth Union of Ward 17, Go Vap District the amount of 5,000,000 VND for the
purpose of environmental improvement, dredging garbage at Ba Mien canal in the area of
the operation location of the company.

In addition, the company still regularly visited Disabled Children Center in the location of
Go Vap District, Pediatrics, Oncology Hospital - Ho Chi Minh City and Children Hospital No.2
with total amount of 43,480,000 VND .

To create conditions for building employees’ mutual assistance fund of the company
controlled by Labor Union of the company, the key cadres of the company drew their part
of bonus in 2015 to contribute to the fund, the amount came to 1,050,000,000 VND .

EMPLOYEES’ DEVELOPMENT TRAINING

Textile and garment are a former industry which has demand for high labor and the
requirement of stable and good skill, for that reason employees are a key factor to
decide success and failure of the company in the branch. At Saigon Garmex, employees
are permanently trained in working skill and determined on labor factor. Production
workers are trained in production skill, business personnel is trained in relevant business
skills, Group leaders are trained to raise management capability depending on relevant
management level. Total training hours of the employees at the company in 2016 achieved
66,848 hours in all, with 4,178 employees at the company, the average number of training
hours was 16 hours/employee. The company still appointed business personnel to join the
outside training courses to raise working skill to satisfy new conditions.

iod- Average salary level The average
Classification Perlodt_end . g- . 2 number of training
quantity (Unit: Million/person) hours
1 Sex:

- Male 995 9.076.611
16h/ 1 Year
- Female 3.183 7.985.599
2 Labor contract:
- Full-time 4178 8.243.283
. 16h/ 1 Year
- Part-time -
3  Qualification:
- University 146 17.622.885
- College 205 10.512.756 16h/ 1 Year

- High school 3.827 7.763.883
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REPORTS AND ASSESSMENTS OF THE BOARD
OF MANAGEMENT
ASSESSMENTS OF THE BOARD OF

MANAGEMENT ON THE COMPANY’S OPERATION
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REPORT AND ASSESSMENT OF BOARD OF

ICIJENERAL MANAGEMENT

In2016, the textile and garmentsituation of the world was not satisfactory. The growth rate

of textile and garment import of America, EU, Japan was very low or decreased. Specifically,
the textile and garment import of American market in 2016 achieved approximately 113.8
billion USD, decreasing 4.84% as compared to the year 2015, the textile and garment
import of Japan achieved approximately 34.7 billion USD, decreasing 1.7%; the textile and
garment import of Korea achieved approximately 13.3 billion USD, decreasing 4.03%. As
for European market, there was more satisfactory signal with the growth rate of textile and
garment import of 5.12%, achieving approximately 260 billion usD’
The export turnover of the whole
Vietnam textile and garment
industry in 2016 achieved
approximately 28.3 billion USD,
only increasing 5% as compared
to the year 2015 but if it was
considered in global context
as well as major changes of
politics and economy at major
market, this was an effort worth
acknowledging. In which: export
turnover to America achieved
11.8 billion USD, increasing 5.8%;
to EU, achieved 3.7 billion USD,
increasing6.3%; toJapanachieved
3.1 billion USD, increasing 5.4%;
to Korea achieved 2.6 billion USD,
increasing 5.1%.
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The end of the year 2016, GMC implemented the revenue of 1,611 billion, and continued
to exceed plan indicator of 1,550 billion in excess of 3.93%. In the context of wide and
deep integration of Vietnam, some international agreements were signed, which made
competition in textile and garment industry happen more and more severely, the successes
which the company achieved showed the effort of Board of General management in
correctly designating the management and operation plans of business activities. To
achieve satisfactory performances, Board of General management implemented strategies
as follows:

The strategic conversion of hi-tech products developed
Vietnamese employees’ skill advantage, minimizing competition
with the regional countries because this was the distinct
advantage of Vietnam.

A grey matter ‘investment-intensive’ policy and the resources of
the company in building LEAN 5S lines, investing in dedicated,
automatic device and raising skills in direct and indirect labor,
satisfying the requirements of technological transfer, technical
design from foreign countries .... actually have reaped effect
and strengthened its position toward customers, reserving
preferential treatment in allocating order forms together with
gradually perfecting coordination in a management system
have created the advanced, effective production models such
as An Phu (from June to September, An Phu always achieved the
processing revenue of more than 690,000 USD and especially
in August achieved 809,000 USD. Conversion by FOB, revenue
from 2.8 million USD to 3.2 million USD/month, or total revenue
of 62 billion to more than 71 billion VND/month).

In addition, Board of General Management always inspects
closely geo-political, economic happenings of partners and
major market of the company to cope actively with market
changes for appropriate decisions.

I
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THE ASSESSMENTS OF BUSINESS PRODUCTION
OPERATION RESULTS IN THE YEAR

THE INDICATORS OF BUSINESS PRODUCTION RESULTS IN THE YEAR

Increase/decrease
2016

1.800

1.600

1.400

1.200

1.000

800

600

400

200

Total asset

Short-term asset
Inventory
Liabilities
Current liabilities
Owners’ equity
Net Revenue

EBT
EAT

836,543

615,644
233,854
579,356
576,478
260,236
1,502,065
82,158
60,130

883,468

628,853
227,459
604,955
553,574
278,513
1,611,379

75,696
60,986

2015

B RevENUE

2016

5.61
2.15
(2.73)
4.42
(3.97)
7.02
7.28

(7.87)
1.42

17,10%
17,05%
17,00%
16,95%
16,90%
16,85%
16,80%
16,75%

16,70%

16,65%

B costorcoopssold [l PROFIT MARGIN

/ Cost of goods sold
/ Selling expenses
/ Administration expenses
/ Financial expenses

/ Other expenses
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86,20%

The year 2016 was a year that left the
outstanding marks of Saigon Garmex,
its business production effect was
improved clearly, expressing the
effect of LEAN 5S application and
improvement at the company. As one
of companies havingarevenue of 1000
billion in Vietnam, increasing gross
profit margin to 0.27% expressed a
positive effort of staff at the company,
in which:

WITH REGARD TO REVENUE

Revenue in 2016 achieved 1.611
billion VND, increasing 7.28% as
compared to the same period of

previous year. Revenue growth
in 2016 increased because the
traditional markets of the company
developed well, the application of
technology to production also made
partners give more priority to Saigon
Garmex in choosing producers.
Garment segment was still one that
contributed mainly to the company’s
revenue. With regard to gross profit,
in 2016, Saigon Garmex recorded
275 billion VND, increasing 8.99% as
compared to the year 2015.

WITH REGARD TO WORKING
EXPENSE

Cost expense was still an item which
accounted for the highest proportion
in the working expense structure of
Saigon Garmex. The cost of goods
sold in 2016 accounted for 86.20%
of total expenses, decreasing 0.23%
as compared to 2015, maintenance
and administration expense was
about 9.5% in 2016 in which selling
expenses increased slightly and
financial expenses decreased slightly
as compared to the year 2015.

Selling expenses increased because

the company actively extended
production operations and searched
for new markets, potential customers
in the year and sold goods by DDP
mode.
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THE INDICATORS OF BUSINESS PRODUCTION

RESULTS IN THE YEAR

Plan Actual
2016 2016

Biliion

Total revenue VND

Biliion

2 EBT VND
3 D|V|.dend/Charter % 30,00%

capital

In 2016, the company exceeded the proposed plan, objective at AGM 2016, the company
advanced shareholders 15% dividends in 2016 and was expected to pay the remaining 15%

in quarter 1in 2017.

pared to | pared to

20%-30%
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OPERATION’S IMPROVEMENT IN 2016

WITH REGARD TO MANAGERIAL APPARATUS

In 2016, the company rearranged the
technical management system for specific
purposes for the purpose of maximum
development of strong point of every
individual as well as specific responsibility
increase of every employee, every division
on the basis of intensifying design
capability, developing product samples to
help Saigon Garmex save the fixed asset
investment expenses estimated nearly 3
billion VND.

WITH REGARD TO PRODUCTION LINE

The company studied optimal methods
and gradually raised the capability
of production lines to reorganize,
rearrange production lines from letter
Il into letter U. Its effect was expressed
in the fact that the company intensified
managerial work and controlled
the activities of producing shops at
three factories, on the one hand the
company'’s position toward customers
was strengthened, on the other hand
expenses and time were saved, and
value added was brought to the
shareholders of Saigon Garmex.
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FINANCIAL SITUATION OF THE COMPANY IN 2016

Increase/
No. Items 2015 2016 decrease
2016
1 Short-term asses 615.644 628.853 2,15%
2 Long-term asset 220.898 254.615 15,26%
3 Total asset 836.542 883,468 5,61%

In 2016, the fixed asset of the company increased 38.6 billion VND, which made long-term
asset increase 15.26% as compared to the same period of previous year, short-term asset
had slower rate, achieving 2.15%. Growth difference decreased the proportion of short-term
asset in the asset structure of the company to 71.18% in 2016, long-term asset increased
28.82% correspondingly. In the structure of short-term asset, short-term receivables and
inventory of the company accounted for the largest proportion, accounting for 42.31% and
36.17% in turn, the next, currency and other short-term asset.

SHORT-TERM ASSET SITUATION

37.99% $\\\\\\\‘“"I;I////é / Cash and cash e'quivalerF&\\\\\\\\‘“,”li//éé
~ é/ Short-term receivables &= é

[ ——
——] ther short-term asset 'wss
S/ Z

3
\\\§ / Inventory

iy

W
JIT

LONG-TERM ASSET SITUATION

For long-term asset, fixed asset is an item accounting for the highest proportion, achieving
76.62%. In addition, long-term receivables and assets in progress also accounted for a
considerable proportion in long-term asset structure

11,54%
13.58% / Fixed asset 4 66% \ \‘“”
7.06% \\ Long-term receivables 0 \\\\\\ ,,/////
N / 0,01% 2.
S S Z
0,14% = / Construction in progress =
— ;=- 717% §
8,38% Other long-term asset
% & S S

% N o
///IIII‘“\\\‘\\\N,M% / Long-term financial assets
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Operation capability ratios of Saigon Garmex in 2016 did not have many changes as
compared to the year 2015, in which:

Total assets turnover: Asset turnover was still maintained around the rate of 1.9 rounds
Receivable turnover: Decreased from 6.17 to 5.66, equivalent to 63 days to collect sale
proceeds from customers. Since the company has many foreign partners, payment is
sometimes time-consuming, on the other hand, foreign customers are also inclining to
raise payment schedule to 60 days, this is the matter to which the company must pay
special attention in 2017.

Inventory turnover: Inventory turnover inclined to decrease slightly in 2016, decreasing
0.14 round as compared to 2015.

LIABILITIES
% increase/
decrease

1 Short-term debt 576.478 553.574 -3,97%
2 Long-term debt 0 51.382 -
3 Total debts 576.478 604.955 4,94%
4 Owners’ equity 260.236 278.513 7,02%
5 Total liabilities and owners' equity 836.714 883.468 5,59%
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FINANCIAL SITUATION
OF THE COMPANY IN 2016

LIABILITIES

As of December 31st 2016, total debts of the company achieved 605 billion VND, accounting
for 68.48% of asset structure of the company. As compared to the time 2015, total debts
of the company decreased slightly about 0.61% in which short-term debt accounted for
91.51% in the proportion of total debts, achieving 554 billion VND, decreasing 8.49% as
compared to previous year. Long-term debt achieved 51 billion VND in 2016.

HEEEN ¥
EEEEE v 84970
..... Short-term  debt/ Total

debts in 2016 decreased

8.49% as compared to
the same period, achieving

554 pillion VND

HEEEE Y 0,61%
EEEEN Vv
..... Total debts/Total assets in 2016

achieved 598 billion VND,

accounting for 68.48% of
asset structure.

DEBT AND CAPITAL STRUCTURE

Increase/
decrease 2016
Debt/Total asset 68,90% 68,48% (0,61%)
2 Current debt/ Total debt 100,00% 91,51% (8,49%)

INFLUENCE OF INTEREST DIFFERENCES

Short-term debt 362.044,33 298.742,76
2 Long-term debt 0,00 45.055,14
3 Interest Expenses 6.324,17 9.270,69
4 Interest Expenses / Net revenue 0,42% 0,58%

In general, total value of borrowings of the company in 2016 inclined to decrease more
than 63 billion VND of short-term debt as compared to the same period, however, long-
term debts of 45 billion arose together with the fact that the bank limited foreign currency
borrowing financing to domestic payments from April to June/2016, which made interest

expenses of the company increase from 6.3 billion to 9.3 billion in 2016 (The year 2016:
short-terminterestwas 7.7 billion; medium long term: 1.5 billion) making interest expenses
on net revenue from 0.42% to 0.58%.
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IMPROVEMENTS IN 2016
ORGANIZATIONAL STRUCTURE

In 2016, the company stepped up the available human
resource professionalization at the company, paying
attention to training and raising managerial skills of
staff from group leader level upward, professional
business personnel was intensified to improve their
working skills and train professional skill for workers.
Perfecting the LEAN line production model, continuing
to raise the improvement of tools and methods,
eliminating waste and unreasonablenessin production
processto gradually save expenses, raising competitive
ability of the company.

Rearranging human resource apparatus at some
departments to professionalize every work segment
in accordance with new conditions such as:

Arranging technical design staff in order to make the
best of using design and human resource software but
still ensure well the section of production preparation.
Arranging the administrative organization apparatus
into 3 groups:

+ Administrative management

+ Social responsibility attaches to salary, bonus

* Human apparatus, training

OPERATION POLICY

The policies of salary, bonus are gradually changed to
salary assessment mode in accordance with capability
and operation effect, which is an important solution
to increase labor productivity of every individual,
simultaneously encourage employees in enforcing
his/her responsibility, rights, obligations to raise self-
conscious working skill, creation and advance the
idea of shortening production process, creating more
values added.

Implementing “the investment intensive instead of
labor intensive policy”, the company concentrates to
step up investment in infrastructure, grey matter in
perfecting and replicating LEAN 5S model.

Carrying out criticism, creation, determination to
perfect LEAN 5S model at the company, gradually
raising the labor productivity of the whole team,
reducing working time but still ensuring the stable
income for the employees at the company.

Investing in human resource of high quality to create
premise for the development of hi-tech product
manufacturing capability, having determination to
implement the strategic objective 2018 proposed by
Board of Directors.
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ASSESSMENTS OF THE BOARD OF
MANAGEMENT ON THE COMPANY’S OPERATION

The assessments of the impact of
the world’s economic situation on
Vietnam

The world’s economic growth slows down,
approximately at 3.1%. European area
economies develop slowly due to geo-
political problems, the aftershock of the
global financial crisis in 2008 and population
ageing. Emergentand developing economies
decrease growth rate due to the decrease of
the world demand.

American economy continues to recover
and grow. In 2016, there were 180,000 more
new jobs created per month on average,
unemployment rate decreased to 4.6% in
November, record lowness in the past 9
years in America. In addition, FED's interest
rate increase of 0.255 for the first time
since 2008, the itinerary of interest rate
increase to 2.125% in 2018 and the result
of American presidential election also made
USD increase high. Export Enterprises were
at a disadvantage when the exchange rate of
VN VND was nearly unchanged as compared

to competitive countries in this market.

uropean economy continues to stagnate, buying power is weak. In addition, European hinese economy is shifting from export and investment-oriented economy to an
Central Bank has carried out a currency loosening policy from March, 2016 until now, economy based on consumption, which has led to a decrease in commodity demand
interest rate was lowered to 0% in order to step up inflation increase. Although the first step for investment and intermediate goods. In 2016, the growth rate of China continued to
had positive results, consumer price index (CPl) increased 1.1%, the highest rate in the past decrease, Chinese currency was devalued continuously and indirectly made the integration
3 years but this result only achieved a half as compared to the proposed objective of 2%. advantage of our country from the signed trade agreements decrease.
If this growth trend was maintained, European Central Bank could tighten some monetary
policies in the future. Apart from it, political crisis, religious contradiction, terrorism or . - -
weakness and shortcoming of some central banks, unemploymentrate increase, population re - 4‘,
-

\&

\

ageing are also problems that make an impact on European economic growth. X - —

~
-

?
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ASSESSMENT ABOUT GARMENT INDUSTRY
SITUATION IN 2016

“The growth rate of textile
and garment industry 2016
decreased clearly, asserting
the developing trend was
decreasing gradually. By the
data of Vietnam Textile and
Apparel Association, ifin 2014,
the growth of the branch
achieved 20.9%, in 2015, it
dropped to 10.9% and the year
2016 about 5%. Therefore,
with this trend, the effect of
textile and garment industry
decreases with every passing
day when input expenses

increasei about 10%/year on
average

partfrom muchinstability

in traditional market,
there is fierce competitive
pressure from countries in
the area such as Bangladesh,
Cambodia, Myanmar ... when
these countries have low
salary expenses not equal to
1/2 expenses in Vietnam.

t home, in addition to

competition among
Vietnamese businesses
in the branch, it meets
with  drastic competition
with FDI block when the
advantage leans gradually
toward them. Waiting in
front for FTA with Europe as
well as TPP, multinational
companies that come from
the countries having a
strong position in the branch
have invested billions USD
to build the chain of closed
production from spinning to
garment, finished-product
for export by the order
forms of parent companies
in foreign countries. The
closed model has created
a competitive advantage
when product supply time
is shortened, cost price
decreases due to favorable
transportation in accordance
with a quick reaction trend
of modern business and the

world’'s economic situation

nowadays.
owever, the alarming
thing does not come
from the competition of

countries in the area or FDI
but from business thinking
and passiveness of Vietnam
businesses. According to

statistics from Vitas, 70% of
export sales of the branch is
implemented by 30% of FDI
businesses, the remainder
is produced by 70% Vietnam
businesses  but  foreign
currency collection is very
modest because 85%Vietnam
businesses produce in
processing method, only
25% value in product cost
structure, the remaining
75% is received by foreign
businesses. There is now
only 12% Vietnam garment
businesses trading by FOB
mode (buying raw material,
selling end-product) and 3%
produced by ODM mode
including product design.
Because the very majority of
Vietnam garment companies
produce in processing
method, they are very passive
in developing the source of
supply, depending much on
orderformsofthe customers.
And also for processing,
profit is low, accumula tion
is little and it is very difficult
to have ability to invest in
depth or human resource
of high quality because
almost all production
conditions are prepared by
customers. Therefore, the
competitiveness of Vietnam
businesses is not only weak
as compared to FDI block
but easy to be replaced with
other attractive destinations
such as Bangladesh,
Myanmar or Cambodia ... for
processing, labor expenses
have decisiveness.

—
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ASSESSMENTS OF BOARD OF DIRECTORS ON THE
COMPANY'S ACTIVITIES IN 2016

WITH REGARD TO BUSINESS OPERATIONS

| No | fems | 2015 | 2016 __|%Change

Net Revenue
Cost of goods sold

Revenue of financial operations

Financial,sale, and
management expenses

enterprise

Profits from operating activities
Other profits

EBT

EAT

EPS

1.502.065

1.249.641

21.563

196.270

77.716

4.441

82.158

60.130

4.320

1.611.379

1.336.254

9.722

213.887

70.961

4.736

75.696

60.986

5.146

7,28%

6,93%

-54,91%

8,97%

-8,69%

6,64%

-7,86%

1,42%

19,12%

ight from the beginning of the year 2016,

when submitting business plans to AGM,
Board of Directors of the company advanced
the forecast of difficulties of export market
when revenue figures were only 1,600 billion,
+5 as compared to the year 2015. Through
many discussions, it carried the shareholders’
consent. The consistent viewpoint in the past
terms of office of Board of Directors was not
building a lower plan than actual capability
for the plan completion, when submitting
to AGM, Board of Directors based itself on
analysis, forecast of situation and ability of

internal force to propose. Actually in the
past year, the market changes of the branch

proved the forecast of Board of Directors
was sound and practical.




ASSESSMENTS OF BOARD OF DIRECTORS ON THE
COMPANY'S ACTIVITIES IN 2016 (CONTINUED)

he traditional market

structure of GMC s
America, Europe and
other markets, apart from
developing domestic order
forms in order to balance the
production capability of off
season and reduce support
expenses for employees.
In 2016, GMC still exported
mainly to traditional markets
but had a change in ratio in
accordance with situation
changes. Specifically,
increasing customer
promotion in America to
become the essential market
of the company accounted
for 54.44% revenue
proportion, increasing 9% as
compared to the year 2015.
European market decreased
12%, accounting for 31.69%,
the remainder was Japan
and other markets. Domestic
market accounted for very
small proportion, mainly to
make the best of materials
and accessories in stock.

WITH REGARD TO BUSINESS OPERATIONS

| No | Benchmarks | 2016

1 Short term Asset/Total asset 71,18%
2 Longterm Asset/Total asset 28,82%
3 Total liabilities/ Total resources 68,48%
4  Owners’ equity/ Total resources 31,52%
5 Current ratio 1,14
6 Quick ratio 0,73
7  Profit after tax/ Net revenue Ratio 4,70%
8 Profit after tax/ Total capital Ratio 3,78%
9 Profit before tax/ Total assets Ratio 8,80%
10 ROA 7,09%
11 ROE 22,64%

INVESTMENT SITUATION IN 2016

“The company development strategy in the third term
of office submitted to AGM was changing products
from simplicity to hi-tech, high value in addition to
the change in “investment-intensive viewpoint for
labor-intensive one”

INVESTMENT SITUATION IN 2016 (CONTINUED)

n the past years and in 2016, Board of
Directors and Board of Management
continued to step up investment in grey
matter, improve and raise managerial
ability, the productivity of sewing lines such
as building the production model of LEAN
lines in combination with managerial skills
5S as a basis for training line managers,
conversion of production lines into model
U, both increasing quality supervision
ability and helping cell managers manage
favorably. Organizing and rearranging
technicalapparatus,developingsamplesand
deploying production in order to increase
managerial responsibility and improvement
skills, production rationalization. In addition,
in the year the company invested 31 billion

SOME OUTSTANDING PERFORMANCES

n addition to the specific results of
the investment in business production
operations. In the year, the company
rearranged technical management
apparatus for specific purposes in order
to develop strong points as well as specific
responsibility of everybody, every unit on
the basis of the intensification of design
advantage, the sample development of
the company as well as tool, equipment
automation; the rearrangement of the
managerial system in order to raise the
operation responsibility and act as an
advisor in building and perfecting the LEAN
5S management model;
Organizing investment, rearranging the
production lines from letter Il to letter
U to intensify management, production
control of producing shops at 3 factories
An Phu, An Nhon and Ha Lam, helping to
consolidate the company’s position toward
customers.

to raise equipment automation ratio as well
as applying IT to management, production
process. The above-mentioned all measures
were to realize an “investment-intensive”
policy for the conversion of production
strategy, raising the competitive advantage
of the company in a new situation by raising
labor productivity, minimizing overtime
shift, increasing revenue, decreasing fixed
cost maximizing product value per head.
au 3 nam thuc hién chuyén déi chién
lvgc sdn pham va “thdm dung dau tu”,
hién Cong ty da xay dung dugc mdt ddi ngd
can bd ky thuat, nghiép vu va quan ly diéu
hanh san xuat chat lugng cao, san sang dap
ing yéu cau chién lugc phat trién bén virng
clia Cong ty trong tinh hinh mdi.
ASSESSMENTS ON THE ACTIVITIES OF
BOARD OF GENERAL MANAGEMENT OF
THE

Inspecting closely changes in market,
customers and having flexible, effective
response plans; therefore, opportunely
limiting risks in  managing business
production of the company.

Consolidating, intensifying human resource
in Board of management, preparing the
inheritance resources in the next term of
office
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ASSESSMENT |
OF SITUATION |
2017

conomic situation in 2017

forecasts many unstable impacts

on the textile and garment
product export businesses, an
upward trend in USD after American
presidential election, interest rate
increase prospect of FED and the
recovery of American economy while
Europe will probably have political
instabilities when Holland, Austria,
France and Germany conduct the
elections in 2017, Brexit event and
policies on interest rate of European
Central Bank System weaken Euro
and the instabilities of economic
growth will reduce the demand
of textile and garment industry at
this market. The above-mentioned
forecasts need to be closely watched
to respond opportunely because
these are two major export markets
of GMC, especially the prospect of
market share growth in America has

ith the advantages of cheap labor cost preferential import policies and floating exchange
rate of countries in the area such as Bangladesh, Myanmar, Cambodia, the shift trend of
garment product processing from Vietnam to them will continue with a faster and stronger
rate. Apart from it, competitive pressure with traditional garment export countries also increases more
strongly when investment incentives and export promotion policies will make the most of it, when
their governments cope with TPP change in the past years.
As fordomestic businesses, depreciation requirements, payback of FDI businesses that have invested

and waited in front for FDA in the past years, they have changed when TPP comes to a standstill.
In the face of the above reality, FDI businesses in the branch will probably intensify promotion, cost
reduction, order form increase to take all depreciation and reduce loss. With closed investment
advantages, competitive cost price, short production time, FDI businesses will increase competitive
pressure on Vietnam businesses.
H owever, positive aspect may be a change in tectonics, management mechanism of the government
in accordance with the integration itinerary signed by our country. in the face of the above
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situation, Vietnam businesses will meet with difficulties in competition, especially small businesses that
still carry out the processing mode and remain passive in market promotion, order forms. Therefore, it
is very necessary to have a change in situation cognition, business thinking in state of mind of active
development strategy construction, “restart-up company” in accordance with situation changes. Business
mode must be changed positively into FOB or ODM, OBM to actively tap the integration advantage, balance
the order form capability, increase accumulation, invest in depth, minimize labor-intensive dependence,
wait in front for the four technology wave in the equipment, resources automation application. The
greatest advantage of trade agreements is not a decrease in export tax rate but the very opportunity
so that Vietnam businesses can change business production mode and increase value. We can say that
when trade agreements become effective, tariff incentives and a change in management policy of the
government are a change motivation in Vietnam businesses to increase competitiveness, ensure existence
and development in new situation.
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JUDGMENT OF SITUATION IN 2017

Interestrate andinflation willincrease
due to factors such as a change in

the interest rate policy of FED, a rise

in oil price as forecast the short-

term economic policy of America will

cause a shock after president Donald
assumes  governmental
powers (such as America-China trade

war, TPP stagnation and American

domestic  production  protection
measures ...). However, Mr. Trump's
domestic  production  protection
policy on garment industry is not

worrying because it is a former

labor-intensive industry, it is only

worrying in case that America raises

a tariff barrier against imports;

Vietnam will meet with difficulties

in competing with countries in the
area. Political situation in EU happens
complexly, unfathomably after Brexit
and depends on the results of new
elections in Germany, France, ... it is
likely to lead to Euro devaluation and
economic consequences from bad
debts which cannot restructured in
Italia to bank system, finance of the

whole Europe; terrorist risks are also

major problems in this area.

The happenings of the integration
itinerary of 12 bilateral, multilateral
trade agreements and regional
competition  will  bring  about
opportunities as well as challenges to
Vietnam businesses. FTAs will create
effect to speed up two-way trade

value as well as reform motivator
and economic restructuring; a
strong impact on competitive
capability enhancement of goods,
businesses and the management of
the government in accordance with
the integration trend. Improvement
efforts, thinking innovation, know-
how will be decisive; the largest
harvest from long-term, sustainable
integration is the opportunity to
change the trade business model,
increase surplus value, customs
incentives are motivation.

The market situation of the branch
will happen complexly, unstably
since global economy has not really
recovered and impacts from political
situation changes, terrorism, East sea
.. are complex, unfathomable;

FORECAST OF SITUATION IN 2017
usiness production operations in
2017 are carried out in the context

of the instability of traditional export
market. The shift trend of simple
products from Vietham to competitive
countries in the area will be common,
domestic competitive pressure will
be stronger when Supply is higher
than demand, domestic market will
compete fiercely when garment
import duty from ASEAN, China
decreases gradually when a change
in shopping habit of the young by
e-commerce mode helps to increase
pressure on currently traditional
common distribution system of
businesses.

GROWTH MODEL

© ©0

PRODUCT VALUE INCREASE

Increasing capability for hi-tech product strategy (value added from
grey matter, skills/technique, product quality, raw material value ...)

PERFECTION OF PRODUCTION APPARATUS

Investing, perfecting LEAN 5S production model from infrastructure
to human resource of high quality in order to raise labor productivity,
minimize fixed cost increase business effect and comply with social
responsibility.

PERFECTION OF PROCESS

Raising FOB effect through process perfection and surplus increase from
technical products and raw materials of high value apart from shaping
the closed chain of design - production - business ODM/OBM

BUILDING PRODUCTION MODEL

Forming the model of production - service/trade on the basis of
competitive advantage and experience of the company such as:
support service, FOB lump-sump supply ; building and developing a
subcontractor system: management and tally services combined with
construction/assessment of management system/social responsibility;
cooperating and developing the closed chain of production - business, ...
With production revenue structure of 70-75% and service/trade 25-30%
in 2018, creating premise for growth in the 4th term of office.
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GROWITH SOLUTIONS

Continuing to implement the policy of

“investment intensive for labor intensive’, INTERNAL Priority is given to resources allocation
from infrastructure investment, automatic RESOURCES in the implementation of growth model,
equipment, grey matter to perfect LEAN 5S INVESTMENT ALLOCATION including adjustment, expense allocation,
model to investment human resource of high ALLOCATION profit when investing in material facilities,
quality in accordance with the development human resource ...

strategy of hi-tech product manufacturing

capability.

N\

Paying more attention
to risk. management in

Supporting Board of

Management’s  successful OBJECTIVE RISK business production
deployment of “7 action MANAGEMENT | operations - such as
programs’, implementing ALLOCATION \_ J exchange rate  risks,

the objective of 100 billion interest rate or market,

EBT in 2018. GAR M EX customer.
Saigon js

Intensifying  technological investment

Intensifying and innovating the market
in controlling the business - production

and customer development promotion in : :
the viewpoint of “market/customer multi- MARKET TECHNOLOGICAL  process apart from a risk handling
lateralization, product diversification” for DEVELOPMENT APPLICATION and control, management system in

“growth model conversing strategy” of the development process.

company.



CORPORATE
GOVERNANCE

MEMBER OF THE BOARD OF MANAGEMENT
TRANSACTIONS, REMUNERATION AND OTHER BENEFITS
OF BOARD OF DIRECTORS, BOARD OF MANAGEMENT AND

INSPECTION COMMITTEE.



74 | GARMEX SAIGON JS

CORPORATE GOVERNANCE
MEMBER OF THE BOARD OF MANAGEMENT

MEMBER OF THE BOARD OF MANAGEMENT

1 Le Quang Hung

2 Nguyen An

3 Lam Tu Thanh

4 Nguyen Thi Thu Huong
5 Nguyen Minh Hang

6 Phan Thi Phuong

5 Lam Quang Thai

Chairman of the
Board

Deputy Chairman of
the Board

Member of the Board
of directors

Member of the Board
of directors

Member of the Board
of directors

Member of the Board
of directors

Member of the Board
of directors

Number of

shares held

443.620

384.530

817,910

29.610

16.070

3.940

2.478.314

Ownership ratio/
charter capital

2,85%

2,47%

5,26%

0,19%

0,10%

0,03%

15,93%
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THE OPERATIONS OF THE COMMITTEES OF

THE BOARD OF DIRECTORS

The Committee of Strategy - Development
combined with the Committee of Investment
- Finance and the Committee of Internal
audit discussed and passed the following
issues:

* The content of AGM program in 2016
was organized on April 27th, 2016;

« The modification of the Charter of
organization and operation of the
company by Law on Enterprises 2014;

+ The members of the existing Board of
supervisor were preserved unanimously
until the end of the third term of office
(2018), Chief of supervision Board
prepared the statement of AGM 2016
passed;

* Unanimity on the investment scheme of
stage 2, Ha Lam Garment Enterprise and
project financing capital resources.

* Unanimity on the company development
strategy in the context of integration was
the action message of Board of Directors
before new opportunities from now to
2018;

« Financial  Director  prepares the
statement for consulting Board of
Directors on principle contract with
companies under ownership or joint
ownership of Mr. Lam Quang Thai, the
member of Board of Directors of Saigon
Garment Manufacturing Trade Joint

Stock Company and Blue Saigon LLC branch
(in America).

The issuance of stocks to the existing
shareholders in order to increase charter
capital for floating capital supplementation
and corporate development strategy;
Unanimously negotiating with Hoa Loi
Service and Trade Investment Joint Stock
Company on investment cooperation and
determining the investment procedure
completion time for the project of 213 Hong
Bang, District 5;

Unanimously promoting more partners for
investment cooperation in ground space of
332 Luy Ban Bich, Hoa Thanh Ward, Tan Phu
District;

Unanimously authorizing Chairman of the
Board to prepare the current ground space
use scheme of the company to achieve
optimal effect;

Unanimously establishing the Committee
of human resource for senior personnel
preparation for the fourth term of office;
Unanimously appointing managing director:
Deputy General Director in charge of Plan
- Business in order to perfecting gradually
the operation management apparatus of
the company;

Unanimity on the strategic objective of the
company until 2018 with the target on EBT
from 100 billion VND and over;

Unanimity on fractional share handling and
the remainder undistributed after more
share offering to the existing shareholders
in 2016;

Unanimouslyfinding partnersforinvestment
cooperation at ground space of 252 Nguyen
Van Luong, Ward 17, Go Vap District;
Unanimously negotiating about investment
cooperation with Tuong Long Textile
Company Ltd.;

Unanimously  transferring  LEAN  5S
management model to partners and policy
for implementers;

Charter capital increase of the company for
public offerings and modification of Item 1
Article 5 of corporate Charter due to Charter
capital increase by the authorization of AGM
in 2016;

Registration and supplementary share
listing for public offering according to the
Certificate of registration for public offering
of State Securities Commission of Vietnam
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THE OPERATIONS OF THE BOARD

OF DIRECTORS

IN 2016, BOARD OF DIRECTOR DISCUSSED
AND PASSED THE FOLLOWING ISSUES:
Reports on business and production
results in 2015 and business and
production indicator in 2016 passed and
submitted to AGM;

Passing profitallocationin 2015; the bonus
fund distribution of Board of Directors
to the members of Board of Directors,
Inspection Committee and key staff of the
company;

Repurchase of 49% Owners’ equity of Blue
Exchange Company Ltd. at Blue Saigon
Garment Two-Member Company Ltd. was
passed and licensed to change to Blue
Saigon Garment One-Member Company
Ltd. by Department of Planning and
Investment;

The completion of investment capital
increase of Blue Saigon LLC branch in
America was passed and licensed to
adjust capital increase by Department of
Planning and Investment;

Passing reports on business and
production results for the first 6 months
of the year 2016 and plan for the last 6
months of the year 2016;

Supervising the payment of 15% dividend
in cash of stage 2 in 2015 and advancing
15% dividend in cash of stage 1in 2016 (2
stages by nominal value: 10,000/share) to
the existing shareholders;

Supervising the issue of more shares
to the existing shareholders, increasing
charter capital for supplementation of

TRAINING IN CORPORATE GOVERNANCE

floating capital; issue ratio: 3:1, issue price:
15,000 VND/stock;

Passing reports on business and production
results for the first 9 months of the year 2016
and the plan of quarter 4/2016

The members of Board of Directors, the members of Inspection Committee, Board of
management of the corporation permanently update texts, regulations of the law on
management in which there were one member of Board of Directors and one member of
Inspection Committee attending the course of training in corporate governance, they have
been issued certificates. The remaining members will continue to attend when training
centers are recognized to have appropriate training courses

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY | 77

IN 2016, THE BOARD OF DIRECTORS HELD FIVE MEETINGS, AND ALL SEVEN

MEMBERS OF THE BOARD OF DIRECTORS ARE FULLY PRESENT. THE BOARD OF
DIRECTORS APPROVED 14 RESOLUTIONS AS FOLLOWS:

No.

Resolution/
Decision

Date

Content

08/16/NQ-
HPQT

10/03/2016

DECISION OF BOARD OF DIRECTORS
Organizing AGM 2016 on April 27th 2016, the last registration
date: March 25th 2016

16/NQ -
HDQT

06/05/2016

RESOLUTION OF BOARD OF DIRECTORS

Blue Saigon LLC (the branch of Blue Saigon Garment One-
Member Company Ltd. in America, Director: Mr. Nguyen
Ngoc Trung) implements corporate development strategy in
the conversion of model and business mode, preparing for
integration when TPP becomes effective.

Approving the content of business contract (principle) between
Saigon Garment Manufacturing -Trade Joint Stock Company
and Blue Saigon LLC.

17/NQ -
HPQT

06/05/2016

RESOLUTION OF BOARD OF DIRECTORS

Board of Directors determines domestic goods is a provisional
solution in settlement of production capability in off season
and trade - service - business structure change process of the
company

Unanimity on the content of business contract (principle)
between Saigon Garment Manufacturing -Trading Joint Stock
Company and companies under the ownership of Mr. Lam
Quang Thai, the member of Board of Directors of Saigon
Garment Manufacturing -Trading Joint Stock Company

17A/NQ-
HPQT

06/05/2016

RESOLUTION OF BOARD OF DIRECTORS

Unanimity on the choice of Hoa Loi Service and Trade
Investment Joint Stock Company Ltd. for exploitation
cooperation of area 213 Hong Bang, Ward 11, District 5, Ho
Chi Minh City

18/NQ -
HPQT

11/05/2016

RESOLUTION OF BOARD OF DIRECTORS

Unanimity on the choice of An Lac General Company Ltd. for
exploitation cooperation of area 332 Luy Ban Bich, Hoa Thanh
Ward, Tan Phu District, Ho Chi Minh City.

19/Q0D -
HPQT

06/06/2016

RESOLUTION OF BOARD OF DIRECTORS

Passing the capital use scheme from public offerings to the
existing shareholders for business production of the company
(floating capital supplementation of 58,205,340,000 VND)
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THE OPERATIONS OF THE BOARD OF
DIRECTORS

Resolution/
Decision

Resolution/
Decision

RESOLUTION OF BOARD OF DIRECTORS

RESOLUTION OF BOARD OF DIRECTORS

7 Zﬁé%{?r 06/06/2016 Passing the public securities issue registration records Passing the results of more shares offering to the
submitted to State Securities Commission of Vietnam 33/NQ- existing shareholders through 28/10/2016
11 HDQT/2016 07/11/2016 Passing the list of fractional share distribution and
the remainder not yet distributed after more shares
RESOLUTION OF BOARD OF DIRECTORS offering to the existing shareholders in 2016 with
Passing the detailed capital use scheme from public offering price: 15,000 VND/share
24100 offedring;_s to ftktf existing shareholders for business RESOLUTION OF BOARD OF DIRECTORS
3 - 04/07/2016 Proauction ofthe company: _ 34/16/NQ- Unanimity on the strategic objective of the compan
HBQT Payment of materials and accessories: VND 12 HDPQT 0971172016 i) 201g, achieving pro%it targjget before tax fromp1OE)/
32'205}340'000 _ billion VND and over
>pending on salary: VD 18,000,000,000 RESOLUTION OF BOARD OF DIRECTORS
Processing expenses: VND 8,000,000,000 . .
Increasing charter capital of the company from
116,903,300,000 VND to 155,556,200,000 VND due to
RES_O!-UT'ON OF BOARD OF D|REC_TQRS _ 38/2016/NQ- public offering (offering to the existing shareholders)
Decision on payment of 15% dividend in cash of 13 HDQT 0671272016 Modifying Item 1 Article 5 of corporate charter
27/NQ- stage 2 in 2015'and an advance of 15% d.|V|dend in from 116,903,300,000 VND (11,690,330 shares) to
9 HDQT 12/09/2016 cash of stage 1 in 2016 (02 stages by nominal value: 155,556,200,000 VND (15,555,620 shares)
10,000/share) to the existing shareholders; the last
rggistration date: 26/09/2016 and dividend payment RESOLUTION OF BOARD OF DIRECTORS
VSV Passing registration and supplementary listing of
RESOLUTION OF BOARD OF DIRECTORS number of shares for public offering according to
28/N Decision on the last registration date for share 14 39/2016/NQ- 06/12/2016 the certificate of registration for pUbllC Offering No.
10 HE)Q?- 12/09/2016 purchase according to the certificate of share offering HPQT 55/GCN-UBCK dated 08/09/2016 by State Securities
No.55/GCN-UBCK dated 08/09/2016 by State Securities Commission of Vietnam with the number of registered

Commission of Vietnam, itiis expected on 26/09/2016

shares of 3,865, 290 (common) shares, nominal value:
10,000/share
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SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

THE ACTIVITIES OF
THE INSPECTION COMMITTEE

INSPECTION COMMITTEE .

Number of | Ownership ratio/
shares held | charter capital
1

Head of the Inspection

Le Thi Chin Committee

3.940 0,02%

2 Nguyen Thi Hong Lien Inspector 4.050 0,02%

THE ACTIVITIES OF THE INSPECTION COMMITTEE IN 2016

Head of the Inspection Committee participates in all meetings of Board of Directors

Passing the results of the AGM resolution implementation in 2015:

The expected reports on the results of business production operations of the
company (data not yet audited), analysis of market structure, customers and
guiding solutions in the year

Reports on the remuneration advance of the Board of Directors, the Inspection
Committee and the distribution of bonus fund of the Board of Directors according
to meeting conclusion in April/2015.

The amalgamation of Blue Saigon Garment Co. Ltd., the investment scheme of
stage 2 of Ha Lam Garment Enterprise, the capital increase of Blue Saigon LLC,
project investment scheme of 213 Hong Bang

Preparation for AGM in 2016

Implementation of AGM resolution in 2016;

The appointment of managing director: Deputy General Director in charge of plan
business for the gradual perfection of the operation management apparatus of
the company;

The strategic objective of the company until 2018 with profit target before tax
from 100 billion VND and over.

Reports on the results of business production combination (audited data) for the
first 6 months of the year 2016.

The payment of 15% dividend in cash of stage 2 in 2015 and advance of 15%
dividend in cash of stage 1 in 2016 to the existing shareholders;

THE OPERATION CO-ORDINATION BETWEEN THE INSPECTION

COMMITTEE AND THE BOARD OF MANAGEMENT AND OTHER MANAGERS

3 Lam Quang Kieu Phuong 7.880 0,05%

Inspector

Passing the scheme of share issue to the public (issue to the existing shareholders),
increasing charter capital for the supplementation of floating capital expected to
increase 3,880,356 shares, nominal value: 10,000/shares.

Issuing more shares to the existing shareholders, increasing charter capital for the
supplementation of floating capital; issue ratio: 3:1, issue price: 15,000/share

OTHER ACTIVITIES

Passing the reports of the Inspection Committee submitted to AGM.

Passing (new Law on Enterprises): Head of the Inspection Committee is the person
in charge, the member of the Inspection Committee is an auditor or an accountant.
Passing the reports of the Inspection Committee for the first 6 month of the year
2016

Passing the reports on the business production results for 9 months and the
remaining plan in 2016.
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TRANSACTIONS, REMUNERATION AND OTHER BENEFITS
OF BOARD OF DIRECTORS, BOARD OF MANAGEMENT AND

INSPECTION COMMITTEE.

SALARY, WELFARE, AND REMUNERATIONS

Board of Management

- Le Quang Hung Chairman of the Board
Deputy Chairman of the Board

- Nguyen An General Director

Member of the Board of

Directors

Member of the Board of
- Nguyen Thi Thu Huong Directors

Duputy General Director

Member of the Board of
- Nguyen Minh Hang Directors
Financial Director
Member of the Board of
Directors
Member of the Board of
Directors

- Lam Tu Thanh

- Phan Thi Phuong

- Lam Quang Thai

2 Inspection Committee

Head of the Inspection

- Le Thi Chin Committee
- Nguyen Thi Hong Lien Inspector

_ Lam Quang Kieu
Phuong Inspector

3 Board of Management

- Do Thi Kim Nhan Duputy General Director

- Le Thi Phuong Thao Duputy General Director

Wages, benefits and
remuneratlons

1.431.534.100

2.206.985.658

100.834.471

1.169.104.065

1.205.292.602

100.834.471

100.834.471

53.070.774

520.489.884

26.535.387

866.010.572

357.379.163
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TRANSACTIONS OF INTERNAL SHAREHOLDERS

In 2016, there was no potential transaction concerning key members (Chairman of the
Board, member of the Board of Directors, General management, Chief accountant)

In 2016, the company issued shares for capital increase, which resulted in changing the
ownership of internal person and affiliated person of internal person as follows:

Transacted by

Board of Directors

1 Le Quang Hung

Affiliated person

11 Tong Nu Hoai

Phuong
2 Nguyen An
Nguyen Thi Thu
3
Huong
Nguyen Minh
4
Hang

5 Phan Thi Phuong

Number of

shares owned
Relationship for the first | Sharesowned for | (,,ying, selling,

Number of Reason for change

to internal period the last period conversing,
person rewarding)

Number Number
of shares of shares

Increase due
to purchase of
additional shares

Chairmanof = o g cc 595 43620 28°
the Board

Increase due

Wife 616 0,00 821 0,00 to purchase of
additional shares
Deputy Increase due
Chairman of = 285.441 2,44 384.530 2,47 to purchase of
the Board additional shares
Member of Increase due

the Board of 19.247 0,16  29.610 0,19 to purchase of
Directors additional shares

Member of Increase due

the Board of 9.079 0,07 16.070 0,10 to purchase of
Directors additional shares

Member of Increase due

the Board of - - 3.940 0,02 to purchase of
Directors additional shares
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TRANSACTIONS OF INTERNAL SHAREHOLDERS

Transacted
by

5.1

to internal
person

Gia Dinh
Textile and
Garment
One-Member
Co. Ltd
Member of
Lam Tu
the Board of
Thanh .
Directors
Major
shareholder
Lam Quang Member of
Thai the Board of
Directors

Inspection Committee

Head of
Le Thi Chin Inspection
Committee
Member of
Nguyen Thi Inspection
Hong Lien Committee
Lam Quang
Kieu Phuong TV.Ban K5

Number of shares

period

1.173.289 10,04
392.070 3,35
1.826.996 15,63
81 0,00

2 0,00

Number of shares

Relationship | owned for the first | owned for the last

period

1.564.385 10,06
817.910 5,26
2.478.314 15,93
3.940 0,02
4.050 0,02
7.880 0,05

Reason for
change

(buying, selling,
conversing,
rewarding)

Increase due
to purchase of
additional shares

Increase due
to purchase of
additional shares

Increase due
to purchase of
additional shares

Increase due
to purchase of
additional shares

Increase due
to purchase of
additional shares

Increase due
to purchase of
additional shares
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TRANSACTIONS OF INTERNAL SHAREHOLDERS

Number of o A Number
e, o

C

Transacted by | Relationship | owned for the first

to internal
person

Board of General management

General

Nguyen An Director
. Deput

Nguyen Thi Gerl?ergl
Thu Huong Director
Le Thi Phuong g:ﬁ::gl
Thao .

Director

Financial Director

Nguyen Minh
Hang

Chief
accountant

Nguyen Minh
Hang

Information announcer

Nguyen Minh
Hang

Reason for

change
Number of

shares owned
for the last
period

Number of shares (buying,

selling,
conversing,
rewarding)

period

Refer to the
section of
Board of
Directors

Refer to the
section of
Board of
Directors

Increase
due to

0,02 purchase of
additional
shares

9 0,00 3.950

XRefer to
the section
of Board of

Directors

Refer to the
section of
Board of
Directors

Refer to the
section of

Board Of SR I ﬁ’— ‘

Directors
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CONTRACT OR TRANSACTION WITH INTERNAL SHAREHOLDERS
In 2016, transactions arose between the company and subsidiaries, between the company
and the branches of subsidiaries as follows:

TRANSACTION BETWEEN THE COMPANY AND AFFILIATED PERSONS

Name of

Relationship

v to the Transaction time with the company
individual company

organization/

Transaction concerning garmentprocessing;
sale of materials and accessories, lease
and sale of machines, equipment; factory
leasing in 2015, 2016

Tan My Garment Co.

Ltd. Subsidiary

Transaction concerning garmentprocessing;
Subsidiary  sale of materials and accessories, machines,
equipment since 2015, 2016

Blue Saigon Garment
Co. Ltd.

Transaction between the company and subsidiaries was transaction concerning garment
processing; sale of materials and accessories, lease and sale of machines, equipment;
factory leasing was permanently potential transaction, compliance with the regulations in
corporate charter and Law on Enterprises

INTER-COMPANY TRANSACTION IN WHICH THE AFFILIATED PERSON OF THE MEMBER OF THE BOARD OF
DIRECTORS, THE MEMBER OF THE INSPECTION COMMITTEE, CHIEF EXECUTIVE OFFICER IS THE MEMBER OF
THE BOARD OF DIRECTORS, CHIEF EXECUTIVE OFFICER

Transaction with

Relationship to the

company the company

The branch of Blue Saigon
Garment Subsidiary Transaction concerning
Company Ltd. ing:
o prrent POCTE <2 o oo e
. 06/05/2016
from 2014 until now has .
. . . still becomes
been reflected in financial

effective
N A Mernb ¢ statements and most recently antil it s
guyen An - MEmDEr o 4, financial  statements

the Board ?|f D(larectorsi audited in the years: 2014, replaced
- concurrently eneral 5015 3142016
Director of the company

Resolution
16/ NQ -

Mr. Nguyen Ngoc Trung
Blue Saigon Director of the branch is

1
LLC the person related to Mr.

text

with a new
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TRANSACTION BETWEEN THE COMPANY AND OTHER OBJECTS (INTER-COMPANY TRANSACTION IN WHICH
THE MEMBER OF THE BOARD OF DIRECTORS, MANAGING DIRECTOR HAS BEEN A FOUNDER MEMBER OR
THE MEMBER OF THE BOARD OF DIRECTORS, MANAGING DIRECTOR (GENERAL DIRECTOR).

Name of or- | p.|ationship to the com-

ganization/
individual pany

Transaction with the company

Transaction concerning garment processing;
Subsidiary; sale of materials and accessories, lease and
Tan My sale of machines, equipment; factory leasing

1 Garment Co. Mr. Nguyen An, from 2014 until now has been reflected in

Ltd. Member of the Board of f?nanc?al statements and. mos_t recently in
Directors is Chairman of financial statements audited in the years:

the company 2014, 2015 and 2016
Subsidiary Transaction concerning garment processing;
Blue Saigon sale of materials and accessories, sale of
2 Garment Mr. Le Quang Hung -  machines, equipment from 2014 until now
Co., Ltd. Chairman of the Board has been reflected in financial statements

of the company is audited in 2014, 2015 and 2016
Director of the company

Blue : :
Transaction concerning purchase and sale
Exchange .
of garment from 2014 until now has been
3 One- o . . .
Member reflected in financial statements audited in
Co. Ltd. the years: 2014, 2015, 2016
Quang Transaction concerning purchase and sale
Nam Blue of garment, materials and accessories from
4 Way One- 2014 until now has been reflected in financial
Member statements audited in the years: 2014, 2015,
Co. Ltd. Mr. Lam Quang Thai - 2016 : :
Blue Way WlETrsEr 6 he Beeil o | TENEEETen concerning purchase a_\nd sale
One- Biracars e dhe aner | ©F garment, materials and accessories fro'm
5 Member of these companies 2014 until now has bgen reflected in financial
statements audited in the years: 2014, 2015,
Co., Ltd.
2016
Coconut- Transaction concerning purchase and sale
6 Palm of materials and accessories in 2015 and
Garment Co. 2016 was reflected in financial statements
Ltd. audited in the years: 2015, 2016
Transaction concerning garment processing;
- Tra Tan Co., from 2015 until now has been reflected in
Ltd. financial statements audited in the years:

2015, 2016

THE IMPLEMENTATION OF THE REGULATIONS ON CORPORATE GOVERNANCE
Participating in securities market since 2006, the company has always maintained an update
on the regulations promulgated by State Securities Commission of Vietnam and seriously
deployed and applied to internal management of the company.



IGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY | 89

FINANCIAL
0 STATEMENTS

AUDITOR’S OPINIONS

AUDITED FINANCIAL STATEMENTS



GARMEX SAIGON JS SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

THE BOARD OF DIRECTORS’ REPORT THE BOARD OF DIRECTORS’' REPORT
For the fiscal year ended 31 December 2016 For the fiscal year ended 31 December 2016

The Board of Directors has the pleasure in presenting this report and the audited consolidated _ﬁnancial
staternents of Saigon Garment Manufacturing Trade Joint Stock Company and its subsidiaries ("the
Group") for fiscal year ended 31 December 2016.

1. General information

Saigon Garment Manufacturing Trade Joint Stock Company (“the Parent Company”) is a joint
stock company established by equitizing the former State-owned Garmex Saigon JS in
accordance with the Decision No. 1663/QB-UB dated 05 May 2003 of the Chairman of the
People’s Committee of Ho Chi Minh City. The parent company has been operating in
accordance with the business registration certificate No. 0300742387 issued by the Department
of Planning and Investment of Ho Chi Minh City on 07 January 2004 and the 13" amendment
of business registration certificates on 19 December 2016.

The Parent Company's shares were officially listed on the Ho Chi Minh City Stock Exchange
(HOSE) from 22 December 2006 under the ticker GMC.
Z The Board of Directors, Board of Supervision and Management

The members of the Board of Directors, Board of Supervision for the fiscal year ended 31
December 2016 and to the date of this report are;

Legal Representative

Legal Representative of the parent company who held office during the fiscal year ended 31
December 2016 and to the date of this report is:

Board of Directors

Full Name ~ Positon ~ Appointed Date  Resigned Date

Mr. Le Quang Hung Chairman 31/12/2003 -

Mr. Nguyen An Deputy Chairman 31/12/2003 -

Mr. Lam Tu Thanh Member 15/04/2009 -

Ms. Nguyen Thi Thu Huong Member 04/08/2010 -

Ms. Nguyen Minh Hang Member 12/04/2014 -

Mr. Lam Quang Thai Member 12/04/2014 -

Ms. Phan Thi Phuong Member 12/04/2014 -

Board of Supervision

RN _Position  Appointed Date Resigned Date
A Head of Board of

Ms. Le Thi Chin Supervision 15/04/2009 -

Ms. Nguyen Thi Hong Lien Member 15/04/2009

Ms. Lam Quang Kieu Phuong  Member 12/04/2014

The members of the Management for the fiscal year ended 31 December 2016 and to the date

of this report are:

Management

Full MName Position ’ Appointed Date  Resigned Date

Mr. Nguyen An General Director 311122003 -

Ms. Do Thi Kim Nhan Deputy General Director  31/12/2003 26/09/2016

Ms. Nguyen Thi Thu Huong Deputy General Director  31/12/2003 -

Ms. Le Thi Phuong Thao Deputy General Director 12/08/2016 -

Ms. Nguyen Minh Hang Financial Director 17/06/2014 -

Full name - Mationality ~ Position »
Mr. Nguyen An Viet Nam General Director
Head office

The Parent Company's head office is located at 252 Nguyen Van Luong Street, Ward 17, Go
Vap, District, Ho Chi Minh City, Vietnam.

In addition, the Parent Company has dependent units as follows:

No. Name Address
1 Binh Tien Garment Factory S55E Minh Phung Street, Ward 5, District 6, Ho Chi Minh

City

2  Tan Phu Garment Factory 332 Luy Ban Bich Street, Hoa Thanh Ward, Tan Phu
District, Ho Chi Minh City

3 An Phu Garment Factory 14/5 Chanh 2 Hamlet, Tan Xuan Ward, Hoc Mon Village,
Ho Chi Minh City

4  An Nhon Garment Factory 252 Nguyen Van Luong Street, Ward 17, Go Vap District,
Ho Chi Minh City

The Group's consolidated financial position and operating results

The Group's consolidated financial position and its consolidated operating result for the fiscal
year ended 31 December 2016 are reflected in the accompanying consolidated financial
statements.

Events subsequent to the balance sheet date

There have been no significant events occurring after the consolidated balance sheet date
which would require adjustments or disclosures to be made in the consolidated financial
statements.

Auditors

PKF Vietnam Co., Ltd has been appointed to audit the consolidated financial statements for the
fiscal year ended 31 December 2016,

Statement of the Management responsibility in respect of the consolidated financial
statements

The Management is responsible for the consolidated financial statements for the fiscal year
ended 31 December 2016 which gives a true and fair view of the consoclidated financial position
of the Group, as well as of its consolidated operation results and its consclidated cash flows for
the fiscal year then ended. In preparing those consclidated financial statements, the
Management is required to:

Design, implement and maintain the Group's internal control for prevention and detection
of fraud and error;

Select suitable accounting policies and then apply them consistently,
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INDEPENDENT AUDITORS’ REPORT

- Make judgments and estimates that are reasonable and prudent,

- State whether applicable accounting standards have been followed, subject to any
material departures disclosed and explained in the consolidated financial statements;

- Prepare and present the financial statements in accordance with Vietnamese Accounting
Standards, Vietnamese Accounting System and legal regulations relating to consolidated
financial reporting; and

- Prepare the consolidated financial statements on the going concern basis unless it is
inappropriate to presume that the Group will continue in business.

The Management confirms that it has complied with the above requirements in preparing the
consolidated financial statements and is aware that there are no significant events can affect
the Group's ability to continue as a going concern.

The Management is responsible for ensuring that the proper accounting records are kept which
disclose, with reasonable accuracy at any time, the financial position of the Group and to
ensure that the accounting records comply with the Vietnamese Accounting Standards,
accounting regime for enterprises and legal regulations relating to consolidated financial

reporting.

It is also responsible for safeguarding the assets of the Group and hence for taking reasonable
steps for prevention and detection of fraud and other irregularities.

The Management confirms that it has complied with the above regquirements in preparing the
consolidated financial statements for the fiscal year ended 31 December 2016.

In addition, the Management commits that the Group does not violate the obligation to disclose
information under provisions of Circular No. 155/2015/TT-BTC dated 6 October 2015 issued by
the Ministry of Finance on guiding the disclosure of information on securities market.

Approval of the consolidated financial statements

The Board of Directors, hereby approve the accompanying consolidated financial statements
which give a true and fair view of the consolidated financial position of the Group as at 31
December 2016 and the results of its operations and its consoclidated cash flows for the fiscal
year then ended in accordance with the Vietnamese Accounting Standards, accounting regime
for enterprises and legal regulations relating to preparation and presentation of consolidated
financial statements.

To: The Shareholders,
The Board of Directors and the Management of
SAIGON GARMENT MANUFACTURING TRADE JOINT STOCK COMPANY

We have audited the accompanying consolidated financial statements for the fiscal year ended
31 December 2016 of Saigon Garment Manufacturing Trade Joint Stock Company and its
subsidiaries (“the Group") prepared on 15 March 2017, which comprise the consolidated
balance sheet as at 31 December 2016, the consolidated income statement, consolidated cash
flow statement and notes to the consolidated financial statements for the fiscal year then
ended, as set out from page 6 to page 45.

The accompanying audited consolidated financial statements are not intended to reflect the
financial position, results of operation and cash flows in accordance with the accounting
principles and practices generally accepted in countries and jurisdictions other than Vietnam.

Management's Responsibility for the consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consoclidated
financial statements in accordance with Vietnamese Accounting Standards, accounting regime
for enterprises and legal regulations relating to financial reporting and for such internal control
as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

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

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

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

&

LLS

PO S W N

Ho Chi Minh City, 15 March 2017

Southern Office * Tel: +84 8 3820 0085 * Fax: +84 8 3820 0072 * Email: pkf sb@pkf.com.vn * www.pkf.com.vn
No. 63 Pham Ngoc Thach Street * Ward 6 * District 3 * Hochiminh City * Vietnam

PKF Vistnam i a member firm of tha PRF Infermational Limiled natwork of lagally indepandant frme and doss nol acoapt any responsibility or liability for the actions or inactions on r'm4.1r| of
any ather individiaal memibes firm or firms
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INDEPENDENT AUDITORS’ REPORT (cont)

Opinion

In our opinion, the accompanying consolidated financial statements give a true and fair view of,
in all material respects, the consclidated financial position of the Group as at 31 December 2016,
and its consolidated financial performance and its consolidated cash flows for the fiscal year then
ended in accordance with Vietnamese Accounting Standards, accounting regime for enterprises
and legal regulations relating to consolidated financial reporting.

Other matter

The consolidated financial statements for the fiscal year ended 31 December 2015 of Saigon
Garment Manufacturing Trade Joint Stock Company were audited by another independent
auditing firm whose report dated 30 March 2016, expressed an unqualified opinion on those

statements.

For and on behalf of PKF Vietnam Company Limited

(o5 micH NAIEN WU l.
PKF VIET NAM-
CHI NHANH

_"/_...———-—'—'_—————-..

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

CONSOLIDATED BALANCE SHEET

As at 31 December 2016

Form B 01-DN/HN

NGUYEN HONG QUANG
Deputy General Director
Audit Practising Registration Certificate
MNo. 0576-2015-242-1

TO BUU TOAN
Auditor

Audit Practising Registration Certificate
MNo. 1201-2016-242-1

Code
ASSETS
A - CURRENT ASSETS 100
I. Cash and cash equivalents 110
1. Cash 111
2. Cash equivalents 112
Il. Short-term financial investments 120
1. Trading securities 121
2. Allowance for diminution in the value of 122
trading securities
3. Held-to-maturity investments 123
lll. Short-term receivables 130
1. Accounts receivable from customers 13
2. Prepayments to suppliers 132
3. Intra-company receivables 133
4. Receivables on construction contracts 134
according to stages of completion
5. Loans receivable 135
6. Other receivables 136
7. Allowance for doubtful debts 137
8. Shortage of assets awaiting resolution 139
IV. Inventories 140
1. Inventories 141
2. Allowance for inventories 149
V. Other current assets 150
1. Short-term prepaid expenses 151
2. Deductible value added tax 162
3. Taxes and other receivables from State 153
Treasury
4. Government bonds under purchase and 154
resale agreements
5. Other current assets 155

Note

51

52

54

5.11
5.14

5.14

01/01/2016

311272016 (Restated)

VND VND
628,853,301,952 615,643,774,120
104,277,219,892 51,781,890,649
104,277,219,892 51,781,890,649
266,064,834,495 302,905,875,100
245,023,077,023 239,154,405,097
15,368,294, 418 18,141,534, 173
5,673,463,054 45,608,935,830
227,458,893,180 233,854,327,383
227,458,893,180 233,854,327 383
31,052,354,385 27,101,680,988
5,658,080 ,464 999,516,206
25,393,364 921 26,093,428,782
= 8,736,000
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CONSOLIDATED BALANCE SHEET
As at 31 December 2016

CONSOLIDATED BALANCE SHEET
As at 31 December 2016

Form B 01-DN/HN Form B 01-DN/HN

01/01/2016 01/01/2016
Code Note 31122016 (Restated) Code Note 31112/2016 (Restated)
VND VND WVND VND
B - NON-CURRENT ASSETS 200 254,614,610,125 220,898,207,994 RESOURCES
I. Long-term receivables 210 26,424,000 305,108,361 C - LIABILITIES 300 604,855,187,853 581,820,068,334
1. Accounts receivable from customers — 211 25 728 361
long-term s I. Current liabilities 310 553,573,538,033 578,942,057,493
2. Prepayments to suppliers — long-term 212 - 1. Accounts payable to suppliers 11 6512 91,752,020,564 93,928,426,264
3. Operating capital allocated to 213 2. Advances from customers 312 513 7,513,986,558 6,147,808,5086
subordinated units n 3. Taxes payable to State Treasury 313 514 3,989,119,916 8,547,489 355
4. Intra-company long-term receivables 214 - 4. Payables to employees 314 515 100,975,214,696 83,236,916,982
5. Loans receivable — long-term 215 - - 5. Accrued expenses 315 616 6,343,205,919 6,780,380,905
6. Other long-term receivables 216 54 26,424,000 279,380,000 6. Intra-company payables 316 - =
7. Allowance for doubtful long-term debts 219 - . 7. Payables on construction contracts 317 )
according to stages of completion
Il. Fixed assets 220 195,095,790,559 156,477,415,861 8. Unearned revenue — short-term 318 - -
1. Tangible fixed assets 221 56 190,137,068,753 150,742 468,031 8. Other payables — short-term 319 517 21,462 201,507 1,891,210,580
- Cost 222 340,445,430,425 281,520,334,733 10. Short-term borrowings, bonds and
- Accumulated depreciation 223 (150,308,361.672)  (130,777,866,702) finance lease liabilities 320 518  208,742,700,337  362,044,31,925
2. Finance lease tangible fixed assets 224 - - 11 Provisions — short-term 321 - -
- Cost 225 - - 12. Bonus and welfare funds 322 520 22,795,032,536 16,365,482 976
- Accumulated depreciation 226 - - 13. Price stabilization fund 323 - -
3. Intangible fixed assets 22T 8.7 4,958,721,806 5,734,947 830 14. Government bonds under sale and 204 ) )
- Cost 228 6,698,538,955 6,153,653,855 repurchase agreements
- Accumulated amortisation 229 (1,739,817,149) (418,706,025)
Il. Non-current liabilities 330 §1,381,649,820 2,878,010,841
Ill. Investment property 230 - - 1. Long-term accounts payable to suppliers 331 - -
- Cost 2 - - 2. Long-term advances from customers aaz - -
- Accumulated depreciation 232 - - 3. Long-term accrued expenses 333 -
4. Intra-company payables for operating 334 } )
IV. Long-term work in progress 240 11,863,383,000 15,605,652,407 capital received
1. Long-term work in progress 241 - - 5. Long-term intra-company payables 335 -
2. Construction in progress 242 58 11,863,383,000 15,605,652 407 6. Long-term uneamed revenue 338 - -
7. Other payables — long-term 337 -
V. Long-term financial investments 250 18,243,502,000 18,509,757,800 8. Long-term borrowings, bonds and )
1. Investments in subsidiaries 251 1 i finance lease liabilities il
2. Investments in associates, joint-ventures 252 58 4,341,000,000 4,341,000,000 9. Convertible bonds 339 - -
3. Equity investments in other entities 253 510 17,314,330,000 17,314,330,000 10. Preference shares 340 - — 341—
4. Allowance for diminution in the value of 11. Deferred tax liabilities 341 519 6,326,514 592 2,878,010,
long-term financial investments il (9148 A7200 12. Provisions — long-term 342 . -
5. Held-to-maturity investments 255 - 13. Science and technology development 343 I i}
fund
V. Other long-term assets 260 29,385,510,556 30,000,273,565
1. Long-term prepaid expenses 261 511 29,385,510,566 30,000,273,565
2. Deferred tax assets 262 519 - -
3. Long-term tools, supplies and spare parts 263 - -
4. Other long-term assets 268 -
5. Goodwill 269 = =
TOTAL ASSETS 270 883,467,912,077 836,541,982,114




GARMEX SAIGON JS SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

SAIGON GARMENT MANUFACTURING TRADE JOINT STOCK COMPANY
252 Mguyen Van Luong Street, Ward 17, Go Vap District, Ho Chi Minh City, Vietnam

CONSOLIDATED BALANCE SHEET Form B 01-DN/HN CONSOLIDATED INCOME STATEMENTS Form B 02-DN/HN
As at 31 December 2016 For the fiscal year ended 31 December 2016
01/01/2016
Code MNote 31M12/2016 (Restated) Year 2015
VND VND Code Note Year 2016 (Restated)
VND VND
D -EQUITY 400 278,512,724,224 254,721,913,780
I. Owners’ equity 410 521  278,512,724,224  254,721,913,780 TRENBIIS IHch s o R0OWS SRl TRONNS 09 1,618,811,584,240  1,504,057,829,976
1. Share capital 411 155,556,200,000 116,903,300,000 .

- Ordinary shares with voting rights 411a 155,556,200,000 116.903,300,000 Deductions 02 7,432,874 608 1,892,553,765
- Preference shares 411b : Net revenue from sale of goods and 10 61 1,611,378,700,632  1,502,065,276,211
2. Share premium 412 28,314,942,370 9,138,322,370 rendering of services
3. Options to convert bonds into shares 413 - - ] Cost of goods sold 11 6.2 1,336,254,164,067 1,249,640,731,601
4. Other capital 414 : - ; Gross profit from sale of goods and
5. Treasury shares (*) 415 (B63,138,686) (863,138,686) ! rendering of services R A ATRIERANARE 252’424’5“"1_'_’_
g- Eﬂferenﬂes c:pﬂn a;»ﬁmt;t revaluation :j[{-ir - ?35; I : Financial income 21 63 9,721,987,402 21,562,847 ,866

. Foreign exchange rences ,935, 827, ; .

8. Investment and development fund 418 67,859,802,980 56,863.245 987 1 Financial expenses 22 64 18,607 441,721 24,039,661,530

9. Enterprise reorganization assistance 419 . e ! - In which: Interest expense 23 9,270,690,7113 6,324,168,678
fund i Share of profit/{loss) in associates and jointly 24 : !

10. Other equity funds 420 - - ! controlled entities

1 .getained proi;“lls 421 28,182,853,286 45,152,179,723 Selling expenses 25 65 46,979 794 B36 35,648,681,130

- Retained profits brought forward 421a 2,809,740,854 2,767,904,072 b ;

- Rstained profit for the cument period/year 421b 25,373 112 432 42384 275 651 General and administration expenses 26 66 148,299 438,422 136,581,571,152
12. Capital expenditure fund 422 5 E Operating profit o - 30 70,959,857,988 77,717,478,664
13. Non-controlling interest 429 : 27,480,176,785 Other income 31 67 4,767,330,226 4,450,116,262

Il. Non-business expenditure fund and 430 Other expenses a2 31,452,785 9,244,475
other funds . ” Other profit 40 | 4,735,877.441 4,440,871,787
;- Eon-bumj ness expenditure :und ) 43 — & Accounting profit before tax 50 75,695,735,429 82,158,350,451
' in“;;gﬁﬂ::ﬁ;“"e"d"“’e i - . Current corporate income tax expense 51 68 11,261,203,031 18,747,835,291
Deferred corporate tax (income)/expense 52 69 3,448 503,751 3,280,984 434
TOTAL RESOURCES 440 883,467,912,077  836,541,982,114 Net profit after corporate income tax 60 60,986,028,647 60,129,530,726
Met profit after tax attributable to shareholders
of the parent 61 60,986,028 647 63,457,806,533
MNet profit after tax attributable to non-
s oo 62 521 - (3,328,275,807)
Basic earnings per share 70 6.10 5,146 4,320
e

e

.‘/’
m

—

NGUYEN AN
General Director
Ho Chi Minh City, 15 March 2017

TRAN THI THU TRAM
Preparer

NGUYEN MINH HANG
Chief Accountant

n (R

TRAN THI THU TRAM
Preparer

NGUYEN MINH HANG
Chief Accountant

NGUYEN AN
General Director
Heo Chi Minh City, 15 March 2017



GARMEX SAIGON JS

CONSOLIDATED CASH FLOW STATEMENT

(Indirect method)
For the fiscal year ended 31 December 2016
Year 2016 Year 2015
i VND VND
I. CASH FLOWS FROM OPERATING ACTIVITIES
1. Profit before tax 01 75,695,735,429 82,158,350,451
2. Adjustments for:
- Depreciation and amortisation 02 22,531,725,950 198,671,338,221
- Allowances and provisions/(reversal) 03 266,255,800 (540,892,400)
- Exchange losses/(gains) arising from
revaluation of monetary items denominated in 04 3,457,767 548 649,441,651
foreign currencies
- (Gain)/ loss from investing activities 05 (462,110,378) (1,262,749 588)
- Interest expense 086 9,270,690,113 6,324,168,678
- Other adjustments 07 - -
3. Operating profit before movements in
working capital | R I .o o MR 55
- (Increase)/decrease in receivables 08 4,752,936,095 (123,250,223,522)
- (Increase)/decrease in inventories 10 6,395,434 203 (46,456,024, 533)

- Increase/(decrease) in accounts payable (not
including accrued interest and corporate income 11
tax payable)

- (Increase)/decrease in prepaid expenses 12
- Increase/decrease in trading securities 13
- Interest paid 14
- Corporate income tax paid 16
- Other cash inflows 16
- Other cash outflows _ 17

Net cash flows from/(used in) operating
activities operati

31,714,316,845

24,036,601,026

(1,982,384,383) 597,998,410

(8,826,950,016) (6,324,168,678)
(14,389,106,205)  (17,132,333,901)
(25,606,038,522)  (27,897,095,587)
102,818,272,479  (88,525,588,772)

Il. CASH FLOWS FROM INVESTING ACTIVITIES
1. Acquisition and construction of fixed assets

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

CONSOLIDATED CASH FLOW STATEMENT

(Indirect method)
For the fiscal year ended 31 December 2016

Year 2016 Year 2015
Code VND VND

Net increasel/(decrease) in cash
(50 = 20 + 30 + 40) 50 52,463,490,807 11,846,533,433
S:;Ihezn; ::nh equivalents at the beginning 80 51,781,890,649 19,968,106,554
Effects of changes in foreign exchange rates 61 31 838.436 (32,749,338)
Cash and cash equivalents at the end of the 70 104.277.219.892 51.781.890.649

year (70 = 50 + 60 + 61)

" TRANTHTTHU-FRAM_ NGUYEN MINH HANG

Preparer ~ Chief Accountant

c6 PHAN "o-
XUKT THUONG M| o |

NGUYEN AN
General Director
Ho Chi Minh City, 15 March 2017

i

. am

and ofher kng-tent weosls 21 (51,372,220,465) (39,907,413,206)
2. Proceeds from sale, disposal of fixed assets

and other long-term amm 22 1,047,259,013 531,452,273
3. Cash outfiow for lending, buying debt 23 _ B
instruments of other entities

4. Cash recovered from lending, selling debt 24 3 }
instruments of other entities

5. Investments in other entities 25 - -
6. Cash recovered from investments in other 26 i} .
Entities

7. Interest earned, dividends and profits received 27 259 315,883 731,297,315
Net cash flows used in investing activities 30 (50,065,645,569) (38,644,663,618)
Ill. CASH FLOWS FROM FINANCING ACTIVITIES

1. Proceeds from issuing stocks, receiving capital 31

iropapasion 9 57,829,520,000 11,174,040,000

2. Capital withdrawals, buying treasury shares 3z - -
3. Proceeds from borrowings 33 1,100,943 669,702 954 853,435,641
4. Payments to settle loan principals 34  [1,124,139,115,805) (792,099,253,168)
5. Payments to settle finance lease liabilities 35 - -
6. Dividends and profits paid 36 (34,923,210,000) (34,911,436,650)
Net cash flows (used in)/from financing 40

activities (289,136,103) 139,016,785,823
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the fiscal year ended 31 December 2016

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the fiscal year ended 31 December 2016

These notes form an integral part of and should be read in conjunction with the accompanying consolidated These notes form an integral part of and should be read in conjunction with the accompanying consolidafed
financial statements. financial statements.

1.

BUSINESS HIGHLIGHTS
Structure of ownership

Saigon Garment Manufacturing Trade Joint Stock Company (“the Parent Company”) is a joint
stock company established by equitizing the former State-owned Garmex Saigon JS in
accordance with the Decision No. 1663/QB-UB dated 05 May 2003 of the Chairman of the
People’s Committee of Ho Chi Minh City. The parent company has been operating in
accordance with the business registration certificate No. 0300742387 issued by the Department
of Planning and Investment of Ho Chi Minh City on 07 January 2004 and the 13" amendment
of business registration certificates on 19 December 2016.

The Group's shares were officially listed on the Ho Chi Minh City Stock Exchange (HOSE) from
22 December 2006 under the ticker GMC.

Quantity: 15,555,620 shares.

Par value: 10,000 VND per share.

Nature of business operations

According to business registration certificate, the parent company's business activities are:

- Sewing costumes (except for those made of fur) , i.e. providing industrial garments with the
main products of ready-made clothes of all kinds;

- Acting as agent, broker and auctioneer, i.e. acting as commercial broker;

- Trading machinery, equipment and other spare parts, i.e. trading supplies, machinery and
equipment used in garment industry;

- Trading cloths, garments and shoes;

- Trading real estates, land use rights of which the company is the owner, user or lessee
such as making investments in trading supermarkets and leasing offices, stores; trading
houses; leasing plants;

- Trading other specialized products which have not been classified, i.e. trading materials
and supplies used in garment industry;

- Providing service of business management consultancy, i.e. providing service of business
management consultancy, providing services of forwarding imports and exports;

- Manufacturing knitted materials and other non-textile cloths, i.e. providing woolen products
of all kinds;

- Finishing textile products, i.e. providing service of laundry (not at the head office);

- Manufacturing woven cloth, i.e. providing industrial textile products of all kinds;

- Transporting merchandises by road, i.e. providing service of transportation;

- Transporting passengers by roads;

- Other retails in department stores, i.e. retailing clothes, shoes, utensils, hardware products,
cosmetics, jewelry, toys and sport stuff;

- Retailing garment, shoes, leather and leather-imitation products in specialized stores.

In the fiscal year ended 31 December 2016, the parent company is principally engaged in the
processing and manufacture of garments.

The normal business cycle:

The normal operating cycle of the Group is generally within 12 manths.

Structure of the Group

The Group consisted of Saigon Garment Manufacturing Trade Joint Stock Company (‘the
parent company”) and its two (2) subsidiaries and one (1) associate as follows:

The parent company
The parent company has four (4) dependent units as follows:

No Name Address
1 Binh Tien Garment Factory 55E Minh Phung Street, Ward 5, District 6, Ho Chi Minh
City

2 Tan Phu Garment Factory 332 Luy Ban Bich Street, Hoa Thanh Ward, Tan Phu
District, Ho Chi Minh City

3  AnPhu Garment Factory 14/5 Chanh 2 Hamlet, Tan Xuan Ward, Hoc Mon Village,
Ho Chi Minh City

4  An Nhon Garment Factory 252 Nguyen Van Luong, Ward 17, Go Vap District, Ho Chi
Minh City

Subsidiaries

Tan My Garment Co., Ltd (“Tan My"), full owned by its parent company, is a one member
limited liabilities company established in Vietnam in accordance with Business Registration
Certificate No. 3500816433 issued by the Department of Planning and Investment of Ba Ria
Wung Tau Province on 29 August 2007 and the 5" amendment business registration certificates
on 06 October 2015. Tan My's registered office is located at Hac Dich Industrial Cluster — Small
Scale Industrial Group, Trang Cat Hamlet, Hac Dich Commune, Tan Thanh District, Ba Ria -
Vung Tau Province, Vietnam. Tan My is principally engaged in the manufacture and sale of
garments.

Blue Saigon Garment Co., Ltd ("Blue Saigon”), full owned by its parent company, is a one
member limited liabilities company established in Vietnam in accordance with Business
Registration Certificate No. 0311908926 issued by the Department of Planning and Investment
of Ho Chi Minh City on 03 August 2012 and the third amendment business registration
certificates on 29 December 2016. Blue Saigon's registered office is located at 252 Nguyen
Van Luong Street, Ward 17, Go Vap District, Ho Chi Minh City. Blue Saigon is principally
engaged in the manufacture and sale of garments.

Blue Saigon has an accounting-dependent branch and an overseas subsidiary as follow:

-  Dependent branch: Ha Lam Garment Factory is located at Lot B/B2 Ha Lam - Cho Duoc
Industrial Cluster, Binh Phuc Hamlet, Thang Binh Commune, Quang Nam Province,

Vietnam.
- Subsidiary
Company Address Establishment license Rate of
ownership
Blue Saigon No. 11100 Valley Blue Saigon L.L.C was establishedin  100%
LLC Boulevard Street, Suite the United States of America under
222, El Monte City, Investment Certificate No.
California, CA81731, 564/BKHDT-DTRNN issued by the
UsA Ministry of Planning and Investment
dated 02 November 2012, the first
amendment No.201500059 dated 08
November 2015, its investment capital
is USD 600,000, equivalent to
WND13,076,058,000
Associate

Phu My Joint Stock Company ("Phu My"), is a joint stock company established in Vietnam in
accordance with Business Registration Certificate No. 4903000177 issued by the Department
of Planning and Investment of Ba Ria - Vung Tau Province on 13 July 2005 and amendment
business registration certificates. Phu My were invested by Saigon Garment Manufacturing
Trade Joint Stock Company an amount of VND 4,341,000,000, equivalent to 32.47% of charter
capital. Phu My is principally engaged in the development of industrial zones and industrial
clusters.
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Employee
The number of employees as at 31 December 2016 was 4,270 (31 December 2015: 4,372).

ACCOUNTING STANDARDS AND REGULATIONS APPLICATION
Accounting standards and system

The consoclidated financial statements are prepared and presented in accordance with
accounting regime for enterprises under circular No.200/2014/TT-BTC 22 December 2014,
Circular No. 53/2016/TT-BTC dated 21 March 2016 amending and supplementing some
articles of Circular Mo. 200/2014/TT-BTC issued by Ministry of Finance and Circular
No.202/2014/TT-BTC dated 22 December 2014 and Vietnamese Accounting Standards.

FISCAL YEAR, ACCOUNTING CURRENCY

The fiscal year of the Parent Company and subsidiary begins on 1 January and ends on 31
December.

The financial statements are prepared in Vietnam Dong (VND) which is also the Group's
accounting currency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of consolidation

The consolidated financial statements incorporate the financial statements of the parent
company and enterprises controlled by the parent company up to reporting date each year.
Control is achieved where the parent company has the power to govern the financial and
operating policies of an investee enterprise so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the
consolidated income statement from the effective date of acquisition or up to the effective date
of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the
accounting policies used in line with those used by the Group.

All inter-company transactions and balances between group enterprises are eliminated on
consolidation.

Business combinations

On acquisition, the assets and liabilities and contingent liabilities of a subsidiary are measured
at their fair values at the date of acquisition. Any excess of the cost of acquisition over the fair
values of the identifiable net assets acquired is recognised as goodwill. Any deficiency of the
cost of acquisition below the fair values of the identifiable net assets acquired is credited to
profit and loss in the period of acquisition.

The interest of Mon-controlling shareholders is initially measured at the non-controlling
shareholders’ proportion of the net fair value of the assets, liabilities and contingent liabilities

recognized
Investments in associates

An associate is an entity over which the Group has significant influence and that is neither a
subsidiary nor an interest in joint venture. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but not control or joint control over those
policies.

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the fiscal year ended 31 December 2016

These notes form an integral part of and shouwld be read in conjunction with the accompanying consolidated
financial statements.
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4.4

The results and assets and liabilities of associates are incorporated in these reviewed/audited
financial staterments using the equity method of accounting. Interests in associates are carried
in the balance sheet at cost as adjusted by post-acquisition changes in the Group's share of the
net assets of the associate. Losses of an associate in excess of the Group's interest in that
associate (which includes any long-term interests that, in substance, form part of the Group's
net investment in the associate) are not recognised.

Accounting estimates

The preparation of the Group's consolidated financial statements for the fiscal year ended 31
December 2016 in accordance with Vietnamese Accounting Standards, Vietnamese
Accounting Regime for Enterprises and the relevant statutory requirements applicable to
financial reporting requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities and disclosures of contingent assets and liabilities at the
reporting date and the reported amounts of revenues and expenses during the fiscal year.
Actual results could differ from those estimates.

Cash and cash equivalents

Cash comprises cash on hand, cash in banks (demand deposits) and cash in transit. Cash
equivalents are short-term liquid investments with an original maturity of three months or less
which are readily convertible into known amounts of cash and which are subject to an
insignificant risk of change in value.

Foreign currency transactions

Transactions in currencies other than the Group's reporting currency of VND are recorded at
the actual transaction exchange rates at transaction dates which are determined as follows:

- Transactions resulting in receivables are recorded at the buying exchange rate of the
commercial banks designated for collection;

- Transactions resulting in liabilities are recorded at the selling exchange rate of the of
commercial banks designated for payment, and

- Payments for assets or expenses (without account liabilities) initially being recognised is
recorded at the buying exchange rate of the commercial banks that process these
payments.

At the end of fiscal period, monetary balances denominated in foreign currencies are translated
at the actual transaction exchange rates at the consolidated balance sheet date which are
determined as follows:

- Monetary assets are translated at buying exchange rate of the commercial bank where the
parent company conduct transactions regularly; and

- Monetary liabilities are translated at selling exchange rate of the commercial bank where
the parent company conduct transactions regularly.

All realised and unrealised foreign exchange differences are taken to the consoclidated income
statement.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the
Group's foreign operations (including comparatives) are translated to reporting currency
(including comparatives) using exchange rates prevailing on the balance sheet date. Income
and expense items are translated at the average exchange rates for the period, unless
exchange rates fluctuate significantly during that period, in which case the exchange rates at
the dates of the transactions are used. Foreign exchange difference arising from translation of
financial statements of overseas subsidiaries are reflected in accumulated equity portion of the
consclidated balance sheet following accounting principles:
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Exchange differences attributable to the Group is presented in the "Foreign exchange
differences” account of the owner's equity of the consolidated balance sheet;

- Exchange differences attributable to non-controliing shareholders is presented in the "Non-
controlling interest” account.

Exchange differences arising from translation of goodwill amounts has not yet fully allocated at
the closing date is counted in the Group and are recorded in the "Foreign exchange difference”
in the owner's equity of the consolidated balance sheet.

Such franslation differences are recognised in profit or loss in the period in which the foreign
operation is disposed of.

Investments in associates

Investments in equity of other entities

Investments in equity of other entities comprise investments in equity instruments which the
Group has no right to hold control or joint control or significant influence on the investee.

Investments in equity of other entities are stated at their acquisition costs

Provision for devaluation of investment in security is made for each particular type of securities
in the market and for which the market value decreases in comparison with the book value.
The market price is used as the bases to consider appropriation for provision are as follows:

* As for securities being listed on Hanoi Stock Exchange (HNX): the average trading price on
the date of appropriating the provision.

* As for securities being listed on Ho Chi Minh City Stock Exchange (HOSE): the closing
price on the date of appropriating the provision.

* As-for.the securities being registered for trading in the market of unlisted public companies
(UPCom): the average trading price in the system on the date of appropriating the
provision.

«  As for securities, which have not been registered for trading in the market of UPCom: the
average price, which is based on the trading prices of at least 3 securities companies as at
the date of appropriating the provision,

* As for listed securities, of which the trading have been cancelled or suspended from the
sixth trading days: the book values on the date of making the latest accounting balance
sheet.

Provisions for loss of investments in other economic organizations are made when these
organizations invested by the Group get loss (except cases of loss anticipated in the business
plans compiled before making investment) at the level of appropriation equivalent to the
difference between the parties’ actual investment capital at economic organization and actual
equity capital of economic organization multiplying (x) the capital contribution rate of the Group
in comparison with the parties' actual investment capital at economic organization.

Any increase/ (decrease) of the balance of provision for financial investments is recorded into
“Financial expenses” in the income statement during the year.

When an investment is liguidated, the differences between net liquidation values and book
values are recorded into financial income or financial expenses in the income statement.

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the fiscal year ended 31 December 2016

These notes form an integral part of and should be read in conjunction with the accompanying consolidated
financial statements.

46

4.7

4.8

4.9

Account Receivable

Receivables are presented in the consolidated financial statements at the carrying amounts
due from customers and other debtors, after provision for doubtful debts. At the reporting date:

- The receivable shall be classified into short-term receivables if its recovery term is within 12
months or within a normal operating cycle at the time of the reporting;

- The receivable shall be classified into long-term receivables if its recovery term is more
than 12 months or more than an operating and trading cycle at the time of reporting.

The provision for doubtful debts represents the estimated loss due to non-payment arising on
receivables that were outstanding at the balance sheet date.

Provision for doubtful debts is made for receivables that are overdue for six months or more, or
when the debtor is in dissolution, in bankruptcy, or is experiencing similar difficulties and so
may be unable to repay the debt (excluded receivables were over due date but they were
payment processing or payment commitment in following years).

Inventories

Inventories are determined at cost. Where the net realisable value is lower than cost,
inventories should be measured at the net realisable value.

Cost of inventories comprise all costs of purchase, costs of conversion and other costs incurred
in bringing the inventories to their present location and condition.

Net realisable value is the estimated selling price of inventory items, less the estimated costs of
completion and selling expenses.

The perpetual method is used to record inventories. Cost is determined on a weighted average
basis.

Work in progress are raw material and direct labor cost, overheads allocated on the basis of the
normal production capacity of machinery.

Provision for devaluation of inventories is created for raw materials, finished goods and other
inventories when the costs of inventories are carried in excess of net realisable value in
accordance with Vietnamese Accounting Standards No.2 “Inventories” and Circular
No.228/2009/TT-BTC dated 07 December 2009 of the Ministry of Finance guiding the
appropriation and use of provisions for devaluation of inventories, loss of financial investments,
bad receivable debts and warranty for products, goods and construction works at enterprises.

Prepaid expenses

Prepaid expenses are reported as short-term or long-term prepaid expenses on the balance
sheet and amortised over the period for which the amounts are paid or the period in which
economic benefits are generated in relation to these expenses,

Tangible fixed asset

The initial cost of a tangible fixed asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended use.

The historical cost of a self-constructed or self-made tangible fixed asset is its actual cost, the
production cost, the installation and trial operation cost. Expenditures for additions,
improvement and renewals are capitalised on fixed assets accounts, expenditures for
maintenance and repairs are charged to the income statement When assets are sold or
retired, their cost and accumulated depreciation are removed from the balance sheet and any
gain or loss resulting from their disposal is included in the income statement.
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4.10

4.1

Tangible fixed assets are depreciated using the straight-line method, applicable for all tangible
assets at the rate to be calculated to allocate the cost over estimated useful lives in accordance
with Circular No.45/2013/TT-BTC dated 25 April 2013 issued by the Ministry of Finance guiding
the management, use and depreciation/ amortization of fixed assets, detail as follows:

Year
Buildings and structures 10-50
Machinery and equipment 05-07
Motor vehicles 06 -10
Office equipment 03-08

Intangible fixed asset

The initial cost of an Intangible fixed asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended use.
Expenditures for additions, improvement and renewals are capitalised on fixed assets
accounts, expenditures for maintenance and repairs are charged to the income statement.
When assets are sold or retired, their cost and accumulated depreciation are removed from the
balance sheet and any gain or loss resulting from their disposal is included in the income
statement

Intangible fixed assets are depreciated using the straight-line method, applicable for all tangible
assets at the rate to be calculated to allocate the cost over estimated useful lives in accordance
with Circular No.45/2013/TT-BTC dated 25 April 2013 issued by the Ministry of Finance guiding
the management, use and depreciation/ amortization of fixed assets, detail as follows:

The Intangible include:
Software

Cost of acquiring new software, which is not an integral part of the related hardware, is
capitalised and treated as an intangible asset. The cost of software comprises its purchase
prices and any directly attributable costs of bringing the software to its working condition
Software cost is amortised on a straight-line basis over 03 years.

License & concession license

License & concession license represent cost of Enterprise Security Software that are stated at
cost less accumulated amortization. Its cost is amortised on a straight-line basis from 04 - 08

years.

Construction in progress

Cost of construction in progress reflects the related directly costs (including interest expenses
which relevant accounting policies of the Group) or the cost of unfinished construction,
machinery is installed to serve the purpose of manufacturing, leasing and management, as well
as costs related to the repair of fixed assets are performing. These assets are recorded at cost
and are not amortized.

Construction in progress will be recognized into tangible fixed assets when the building work is
completed, totally accepted and put into operation.

These notes form an integral part of and should be read in conjunction with the accompanying consolidafed
financial staterments.
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4.13

4.14

4.15

4.16

Payables and accruals

Payables are presented in the consolidated financial statements at the carrying amounts of
payable to suppliers and other payables and are accounted in details for every entity. At the
reporting date if:

- The payable shall be classified into short-term payable if the amount payable to the seller
with payment term is within 12 months or within one operating cycle at the time of reporting;

- The payable shall be classified into long-term payable if the amount payable to the seller
with payment term is more than 12 months or more than one operating cycle at the time of

reporting.
Accrued expenses include expenses which are charged to the income statement for the fiscal
year but not yet paid due to lack of invoices or related documents at the fiscal year end. When

expenses actually incur, if there is any difference from the amounts previously accrued, those
expense shall be increased or decreased by the corresponding amount.

Salary

Salary expenses are determined based on basic salary, productivity wage and allowances as
stated in agreed-upon labor contracts and the collective laber agreements.

Social and health insurance and unemployment insurance

The Group and employee are respectively required to contribute 18% and 8% of the basic
salary of each employee to social insurance fund.

The Group and employee are respectively required to contribute 3% and 1.5% of the basic
salary of each employee to health insurance fund.

The Group and employees are required to contribute 1% each of employee basic salaries to
unemployment insurance fund.

The Group and employees are required to contribute 2% of the basic salaries to union fees
Borrowing cost

All other borrowing costs are recognised in financial expenses in fiscal period except borrowing
costs directly related in investing construction or production of uncompleted assets are being
recognised in the value of the asset (being capitalization). The capitalization of borrowing costs
will terminate when the main activities necessary to prepare bringing the uncompleted asset in
the use or sale when it's completed.

Capital and funds

Owner's equity

Capital is recorded according to the amount actually invested by shareholders.

Share premium

Share premium is recorded at the difference between the issuance price and the face value

upon the initial issuance, additional issuance or the difference between re-issuance price and
the net book value of treasury shares. Direct expenses related to additional issuance and re-

issuance of treasury shares are recorded as a decrease in share premium.
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4.18

419

Treasury shares

When a share capital in the owner's equity is re-purchased, the amount payable including the
expenses related to the transaction is recorded as treasury shares and is recorded as a
decrease in owner's equity. When this share capital is re-issued, the difference between the re-
issuance price and book values of treasury shares is recorded in "Share premium”.

Appropriation of net profits
Funds are appropriated and used in line with the parent company's Charter as follows:
Investment and development fund

To expand business activities or to make intensive investments of the Group. These funds are
appropriated in line with the Resolution of the Annual Shareholders' Meeting.

Bonus and welfare fund

To reward and to encourage material benefits, to improve and to develop material and spiritual
life for employees. These funds are appropriated in line with the Resolution of the Annual
Shareholders’ Meeting.

Distribution profit

Profit after tax is distributed to shareholders after an appropriation of funds under the Charter of
the parent company as same as the law and is approved by the General Meeting of
Shareholders.

The distribution of profits to shareholders is considered to non-cash items-in undistributed profit
may affect cash flow and ability to pay dividends as profit from revaluation of assets contributed
as capital, interest due to the revaluation of monetary items, the financial instruments and other
non-cash items.

Dividends are recognized as liabilities when approved by the General Meeting of Shareholders.

Earnings per share

The Group presents basic and diluted earnings per share ("EPS") for its ordinary shares. Basic
EPS is calculated by dividing the profit or loss attributable to the ordinary shareholders of the
Group by the weighted average number of ordinary shares outstanding during the period.
Diluted EPS is determined by adjusting the profit or loss attributable the ordinary shareholders
and the weighted average number of ordinary shares outstanding for the effect of all dilutive
potential ordinary shares, which comprise convertible bonds and share options.

Prior to 01 January 2015, the profit or loss attributable to the ordinary shareholders of the
parent company included amounts appropriated to bonds and welfare funds, if any. Effective
from 1 January 2015, the profit or loss attributable to the ordinary shareholders of the Group is
determined after deducting any amounts appropriated to bonus and welfare funds.

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY
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4.20 Revenue
Revenue from sale of goods

4.21

Revenue from the sale of goods is recognised when all five (5) following conditions are
satisfied:

(a) The Group has transferred to the buyer the significant risks and rewards of ownership of
the goods;

(b) The Group retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

(c) The amount of revenue can be measured reliably;

{(d) It is probable that the economic benefits associated with the transaction will flow to the
Group; and

(e) The costs incurred or to be incurred in respect of the transaction can be measured reliably.

Rendering of services

Revenue of a transaction involving the rendering of services is recognised when the outcome of
such transactions can be measured reliably. Where a transaction involving the rendering of
services is attributable to several periods, revenue is recognised in each period by reference to
the percentage of completion of the transaction at the balance sheet date of that period. The
outpc:_me of a transaction can be measured reliably when all four (4) following conditions are
satisfied:

(a) The amount of revenue can be measured reliably;

(b) It is probable that the economic benefits associated with the transaction will flow to the
Group;

(c) The percentage of completion of the transaction at the balance sheet date can be measured
reliably; and

(d) The costs incurred for the transaction and the costs to complete the transaction can be
measured reliably.

Sale from processing service

Sale from processing service are recorded when the processed goods are completed and are
accepted by customers. Sale from processing service will not be recorded in case that there
are material uncertain factors related to payments or additional costs.

Rental income

Rental income arising from operating leases is accounted for on a straight line basis over the
terms of the lease. In case of assets lease, the Group received rent in advance for many
periods, and then recording turnovers shall be made under the principle of allocating the rent
received in advance in accordance with the lease period.

Financial revenue

Revenue from interests, royalties, distributed dividends and profits of the enterprises shall be

recognized on the basis of;

* Interest should be recognised on a time proportion basis that takes into account the effective
yield on the asset;

= Dividends should be recognized when the shareholder's right to receive payment is
established. When the Group receive dividends in shares, the Group only monitor the
number of shares increased in the note of financial statements, do not record the value of
shares received.

Corporate income tax (“CIT")

Corporate income tax ("CIT") for the year comprises currerit income tax and deferred income
tax.



GARMEX SAIGON JS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the fiscal year ended 31 December 2016

These notes form an integral part of and should be read in conjunction with the accompanying consolidated
financial statements.

Current income tax

Current income tax is the tax amount is calculated on taxable income. Taxable income is
different from accounting profit due to the adjustments of temporary differences between
accounting and tax, non-deductible expenses as well as adjusted income are not taxed and
losses be transferred.

Deferred income tax

Deferred income tax is the corporate income tax that will pay or will be refunded by the
temporary differences between the carrying amounts of assets and liabilities for the purpose of
preparing the consolidated financial statements and the basis to calculate income tax. Deferred
income tax is recognized for all temporary differences tax. Deferred tax assets are only
recognized when the certainty of future get the taxable profits to use those temporary
deductible differences.

The carrying amount of deferred tax assets are reconsidered at closing of the financial year and
will be reversed to make sure that there is enough taxable profit to allow the benefit of part or
all assets to be used. The deferred tax assets did not previously recognize to be reconsidered
at closing of the financial year and is recognized when it is sure to enough taxable profit to be
able to use this deferred tax assets.

Deferred tax assets and deferred income tax payable is calculated at the estimated tax rates
that is applied in the asset is realized or the liability is settled in accordance with the tax rates in
effect at closing fiscal year. Deferred income tax is recognized in the income statement and
record directly to equity when the tax relates to items directly to equity.

Deferred tax assets and deferred income tax payables are off set as below:

- The Group has a legal right to offset between current income tax assets and current income
taxes payable, and

- Deferred tax assets and deferred income tax payables are related to corporate income tax is
administered by the same tax authority:
» For the same taxable company; or
s The Group intends to pay current income taxes and deferred tax assets on the basis of
net assets or recovered asset at the same with the payment of liabilities for each of
periods in future when the materiality of deferred income tax or deferred tax assets to be
paid or recovered.

Tax settlement of the parent company and its subsidiaries will be assessed by the Tax
Department. Due to the application of laws and regulations on taxes for different incurred
transactions that can be explained in many different ways, tax payable presented in the
financial statements can be immediately changed according to the decision of the tax
authorities.

422 Segment reporting

A business segment is a distinguishable component of an enterprise that is engaged in
providing an individual product or service or a group of related products or services and that is
subject to risks and retumns that are different from those of other business segments.

A geographical segment is a distinguishable component of an enterprise that is engaged in
providing products or services within a particular economic environment and that is subject to
risks and returns that are different from those of components operating in other economic
environments.
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4.23 Financial instruments
Initial recognition
Financial assets

At the date of initial recognition, financial assets are recognized at cost plus transaction costs that are
directly attributable to the acquisition of the financial assets.

Financial assets of the Group comprise cash and deposits, mortgages and collateral, receivables and
other receivables.

Financial liabilities

At the date of initial recognition, financial liabilities are recognized at cost net of transaction costs that
are directly attributable to the issue of the financial liabilities.

Financial liabilities of the Group comprise trade payables and other payables, accrued expenses and
loans.

Re-measurement after initial recognition

Currently there are no requirements for the re-measurement of the financial instruments after initial
recognition.

4.24 Related parties

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions. Parties are also
considered to be related if one party are controlled by, or are under common control with the Group:

The following parties are considered as the Group's related parties:

Company : . Location Relationship T
Phu My Joint Stock Company Vietnam Associate
Blue Exchange Co., Ltd Vietnam The company whose owner is
member of the Board of Director
Quang Nam Blue Way One Member Co., Ltd Vietnam The company whose owner is
member of the Board of Director
B&O Co., Ltd Vietnam The company whose owner is
member of the Board of Director
Coconut Tree Garment Co., Ltd Vietnam The company whose owner is
member of the Board of Director
Blue Way Co., Ltd Vietnam The company whose owner is
member of the Board of Director
Tra Tan Co., Ltd Vietnam The company whose owner is

member of the Board of Director

5. ADDITIONAL INFORMATION TO ITEMS IN THE CONSOLIDATE BALANCE
51 Cash

31M12/2016 01/01/2016

VND VND

Cash on hand = VND 1,645,970,711 1,302,895, 466
Cash in bank 102,631,249,181 50,478,995,183
- VND 1,874,797, 581 3.987.347,251

- USD 100,681,561,289 46,413,329,251

- EUR 74,890,311 78,318,681
104,277,219,892 51,781,890,649
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Detail of balance of cash in foreign currency as at 31 December 2016 is as follows: 54.2 Other long-term receivables
. _ I1M2/2016 01/01/2016
Foreign currency Equivalent Amount Provision Amount Provision
VND VND WND VND VND
Cash in bank
usD 4,435 311.07 100,681,561,289 Long-term deposit 26,424 000 - 279,380,000 -
EUR 3,140.45 74,890,311
5.5 Inventories
52 Short-term trade receivables 311212016 01/01/2016
311212016 01/01/2016 Amount Provision Amount Provision
VND WND VND VND VND VND
Trade receivables - third parties Raw materials 118,773,348,037 - 137,280,574,129 -
- Columbia Sportswear Company 51,461,095 447 48,902,041,631 Tools and supplies 1,353,921,304 - 1,848,156,897 -
- Promiles S.N.C Company 78,705,309,021 70,104,491,921 Work-in-process 1,695,182.911 g 1,955,632,565 Il
Other customers 28,178,576,517 12,934,563,798 Finished goods 68,370,812,466 78,493,654,736 -
Merchandises 37,265,628,462 14,267,309,056
Trade receivables - related parties Total 227,458,893,180 - 233,854,327,383 -
- Blue Exchange Co., Ltd 47,070,467, 766 52,144,115,501
- Quang Nam Blue Way One Number Co., Ltd 24,078,110,358 38,573,373,681 In which, the total value of inventory items in store at 252 Nguyen Van Luong Street, Ward 17, Go Vap
- Coconut Tree Garment Co., Ltd 15,526,517,914 16,485,818,565 District, Ho Chi Minh City at any time is not less than USD 1,000,000 has been used to collateral for the
245,023,077,023 239,154,405,087 short-term loans at HSBC (Vietnam) at 3 amendment mortgage contract No. VNM 100291/MS dated
Allowance for doubtful debts - Short-term ) - - 20/7/2015 (see Note 5.18).
MNet value 245,023,077,023 239,154, 405,097

All of accounts receivable, of which the total value at any time is not less than USD 1,000,000, has
been used to collateral for the short-term loans at HSBC Bank (Vietnam) Ltd to secure banking facilities
granted to the Group with total amount equivalent to USD 1,000,000 according to the regulation at

mortgage contract No. VNM 080613/MR dated 31/10/2008 (See Note 5.18).

5.3 Short-term prepayments to suppliers

311212016 01/01/2016
VND VND
Short-term prepayments to suppliers - related parties
Phu My Joint Stock Company 2,037,626,437 2,037,626,437
Short-term prepayments to suppliers - third parties
Binh Phu Joint Stock Company 5,509,957,380 -
Branch of Seven Gold Star Joint Stock Company - 7.339,607,500
Other suppliers 7.820,710,601 B,764,300,236
15,368,294,418 18,141,534,173
5.4  Other receivables
54.1 Other short-term receivables
31M12/2016 01/01/2016
Amount Provision Amount Provision
VND VND VND VND
Related parties
Blue Exchange Co., Ltd - - 42 140,000,000 -
Other receivables
Import tax awaiting refund 2,454 003,917 - 2,754 141,908 -
Advances to employees 600,055,137 - 286,244 172 -
Other receivables _2B19404000 - 429,549,750 -
5,673,463,054 - 45,609,935,830 -

5.6  Movement of Tangible fixed assets

Buildings
Structures
VND
COsT
As at01/01/2016  143,043,499,933
Addition 1,639,687 ,506
Transfer from CIP 40,477 850,863
Disposals
Foreign exchange
differences

As at 31/12/2016 185,161,138 ,432

ACCUMULATED DEPRECIATION
As at 01/01/2016 43 422 272 666
Charge for the year  4,781,641,932
Disposals -
Foreign exchange

differences S i
As at 31/12/2016 48,203,914 598

NET BOOK VALUE
As at 01/01/2016  99,621,227,267

As at 31/12/2016 136,057,223,834

Machinery
&equipment
VND

117,525,295,504
15,543,360,924
109,431,254
(2,138,983,096)

131,039,104 586

73,021,944,219
13,762,822,518
(1,356,765,350)

85,428,001,378

44,503,351,285

45611,103.208 _ 3,481,172,290

Motor Office
Vehicles Equipment Total
VND VND VND
9,995 388,808 10,956,150,490 281,520,334 733
1.310,203,637 2,245 650,652 20,738,802,719
- 110,852,277 40 688,334 524
- (375,400,865) (2,514,383,961)
2,242 410 2,242 410
11,305,592 443 12,930,504,964 340,445 430,425
6,658,860,780 7,674 780,028  130,777,866,702
1,165,550 364 1,449 132 888 21,158 147 702
- (271,806,613) (1,628,571,972)
= (80,760) (80,760)
T 7.824420153 8,852,025543 150,308,361 ,672
3,336,519,017  3,281,370462  150,742,468,031
4,087 569,421 190,137,068,753

As at 31 December 2016, the cost of the Group's fixed assets include VND 79,471,056.410
(01/01/2016: VND 67,395,979 688) of assets which have been fully depreciated but are still in use.

As mentioned in Note 5.18, the Group has pledged its machine and equipment, which has a carrying
value of approximately VND 2,594,121,531 as at 31 December 2016 (01/01/2016: VND 4,971,983, 265),
to secure banking facilities granted to the Group. At the date of this report, the loan has been liquidated,
but these fixed assets have not been released.
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57 Movement of Intangible fixed assets

Cost

As at 01/01/2016

Addition in year

Foreign exchange differences
Decreased in year

As at 31/12/2016

Accumulated Amortisation
As at 01/01/2016

Charged for the year
Decreased in year

Foreign exchange differences
As at 31/12/2016

Net Book Value
As at 01/01/2016

As at 31/12/2016

License &
Software concession license Total
VND VND VND
6,002,635673 151,018,182 6,153,653,855
2,652,492,850 - 2,652 492 850
7,422,250 - 7,422 250
(2,115,030,000) - (2,115,030,000)
~ 6,547,520,773 151,018,182 6,698,538,955
321,015,125 97,690,900 418,706,025
1,560,242 323 28,713,633 1,588,955 956
(269,081,832) - (269,081,832)
1,237,000 1 I ___ 1,237,000
- 1,613,412,616 126,404,533 1,739,817,149
5,681,620,548 53,327,282 5,734,947 830
4,934,108,157 24,613,649 4,958,721,806

As at 31 December 2016, the cost of the Group's intangible fixed assets include VND 22,302,783
(01/01/2016: VND 22,302,783) of assets which have been fully depreciated but are still in use.

5.8 Construction in progress

Project

Land expenses at No. 213 Hong
Bang

Expenses for project of Tan My
Garment Factory at Hac Dich
Industrial Cluster

Expenses for built and expand
An Nhon factory

Expenses for built and expand
company office

Expenses for built and expand
An Phu factory

Expanses for built Ha Lam
factory — stage 2

Fire protection system

These notes form an integral part of and should be read in conjunction with the accompanying consolidated
financial statements.

5.9 Investments in associates

3112/2016 01/01/2016
VND VND
Phu My Joint Stock Company 4,341,000,000 4,341,000,000

Phu My Joint Stock Company ("Phu My"), is a joint stock company established in Vietnam in
accordance with Business Registration Certificate No. 4903000177 issued by the Department of
Planning and Investment of Ba Ria - Vung Tau Province on 13 July 2005 and amended business
regish‘ation certificates. Phu M]l' was invested by the parent company an amount of VND
4,341,000,000, equivalent to 32.47% of charter capital. Phu My is principally engaged in the
development of industrial zones and industrial clusters.

As at the date of this report, the financial statements of Phu My Joint Stock Company for the fiscal year
31 December 2016 had not been approved by the Board of Directors of Phu My. The profit and loss
part of the Group in associate has still not been determined surely and non-significant so it was not

recognized.
5.10 Equity investments in other entities

=
*r

As at 01/01/2016 Increasing a::;"':f:';m 31;12:2'&‘31351
VND VND VND VND
10,020,000,000 . - 10,020,000,000
1,843,383,000 ; 1,843,383,000
147613897 277,757,336  (425371,233) I
341738254 (100,391,497) (241,346,757 I
3164612711 360,751,072 (3,525,363,763) d
88,304,545 33,588,009,565 (33,676,404,110) !

. 3,400,531,958 (3,400,531,958) :
15,605,652,407 37,526,748,434 (41,269,017,841) 11,863,383,000

J1N22016 010172016
Mumber of Cost of Provision Fair value Mumber of Cost of Provision Fair value
shares investment shares investment
VND VND VHND VND VND VND

Sagoda 98,155 1,818,150,000 = 1,919,150,000 98,155 1,919,150,000 - 1,919,150,000
Corporation
Viet A Bank 196,855 3,998,050,000 (3,013,775,000) 984,275,000 196,855 3,908,050,000 (3,013,775,000) 984,275,000
Vietcombank 25266 1,269,730,000 (3988,053,000) A&71,677,000 18,716 1,269,730,000 (131,797 200) 1,137,932,800
Gia Dinh B43.950 10,127.400,000 = 10,127 400,000 B43,850 10,127 400,000 - 10,127 400,000
Development
Investment J.5.C

1,164,226 17,314,330,000 (3,411,828,000) 13,902,602,000

1,157,676 17,314,330,000 (3,145,572,200) 14,168,757,800

5.11 Short-term and long-term prepayments

5.11.1 Short-term prepayments

J31M12/2016 01/01/2016
VND VND
Webbvest design expenses 2,837,318,400 -
Sample expenses 1,601,253,914 =
Advertising printing expenses 406,534,754 -
Others _ 813.882,3%6 999,616,206
5,658,989,464 999,516,206

5.11.2 Short-term prepayments
3112/2016 01/01/2016
VND VND
Tools and supplies 3,304,028,738 3,469,774,137
Land rental 15,498,340,112 15,860,172,738
Machinery 6,509,967 046 9,471,330,580
Computer software 2,805,550,003 -
Others 1,267,623,667 1,198,996,110
29,385,510,566 30,000,273,565

|
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5.12 Short-term trade payable

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the fiscal year ended 31 December 2016

311212016 01/01/2016
Amount Repayment Amount Repayment
capability capability
VND VND VND WVND
Trade payables — related party
Phu My Joint Stock Company 3,878,088,972 3,878,088,0972 4,341,000,000 4,341,000,000
Blue Exchange Co., Ltd - - 514,647,000 514 647,000
Quang Nam Blue Way One 1,246,584,250 1,246,584,250 1,099,394,082 1,099,384,082
Member Co., Ltd
Tra Tan Co., Ltd 79,226,400 79,226,400 103,361,207 103,361,207
Blue Way Co., Ltd 109,903,705 109,903,705 108,903,705 109,903,705
Coconut garment Co., Lid 195,239,000 195,239,000 185,238,000 185,239,000
Trade payables — third party
Desipro Pte. Ltd. 21,449,386,681 21449386681 15987,939,469 15,987,939 469
N.|. Teijin Shaji 23,138,460,266 23,139,460,266 21,318,818,587 21,318,818,587
YKK Vietnam Co., Ltd 5,994,901,494 5994901494 B,162,810,973 8,162,810,973
Other supplies 35,659,229,796 35659229,796 42,095312,241 42 095,312,241
91,752,020,564 91,752,020,564 93,928,426,264 93,928,426,264
§.13 Shori-term advances from customers
IMM2/12016 01/01/20186
VND WND
Seeland International A/A 5,600,059,474 5,999,202 822
Hamphire group Ltd 1,760,924,046 -
Other customers 163,003,038 148,605, 684
7,513,986,558 6,147,808,508
5.14 Taxes
5.14.1 Taxes receivables from state budget
01/01/2016 Transaction 31122016
Receivable Payable Paid/ Transfer Receivable
VND WND VND VND
Value added tax deductibles 26,093,428,782  66,675,386,155 67,375450,016 25393 364,921
Matural resources tax 8,736,000 3,494,400 12,230,400 -
26,102,164,782 66,678,880,5655 67,387,680,416 25,393,364,921
5.14.2 Taxes payable to state budget
01/01/2016 Transaction 31/12/2016
Payable Payable Paid/ Transfer Payable
VND VND VND VND
Value added tax 1,643,293,903 24077742679 24 994 477 259 726,559,323
Import-Export tax - 222,550 222,550 -
Corporate income tax 4,424 736,733 11,261,203,031  14,389,106,205 1,296,833,559
Personal income tax 2,182 134 429 4 802,752,336 5,123,661,150 1,B871,2258615
MNatural resources tax - 5,835,000 5,835,000 =
Land fees 264,177,608 7,612,176,728 7,876,354,336 -
Business license tax - 15,000,000 15,000,000
Withholding 23146682 505,160,725 433805988 94,501, 419
8,547,489,355 48,280,093,049 52,838,462,488 3,989,119,916

These notes form an integral part of and should be read in conjunction with the accompanying consofidated

financial staterments.

5.15 Payables to employees

Salary and bonus payables to employees

5.16 Short-term accrued expenses

Export expenses under FOB terms

Vacation payable to employees
Interest expenses
Others

5.17 Other short-term payable

Union expense and insurances
An Lac General Co., Ltd

Hoa Loi Investment Trading & Service JSC

Others

5.18 Borrowings and finance lease obligations

5.18.1 Short-term borrowings

Short-term borrowings

The Hong Kong and
Shanghai Banking
Corporation Limited
(Vietnam) (HSBC)
JSC Bank for Foreign
Trade of Vietnam - Ho
Chi Minh Branch
{Vietcombanik)

ANZ Bank (Viet Nam) —

Hao Chi Minh Branch
First Commercial Bank
= Ho Chi Minh Branch
Military Commercial
Joint Stock Bank —
MNorth Saigon Branch
Add: Current portion
of long-term debt

311212016
Amount Repayment
capacity
VND VND

23972136217 23.972,136.217

254 661,648 474 254 661,648 474

12,735,862,412 12,735,862412

3,158,109,234  3,159,109.234

4,214,000,000  4,214,000,000

298,742,756,337 298,742,756,337

3111212016 01/01/2016
WND VND
100,975,214 696 83,236,916,982
31212016 01/01/2016
VND VND
323,823,550 518,982,516
4,589,528,309 4,408,618, 240
443,740,097 -
986,113,963 _1,852,790,149
6,343,205,919 6,780,390,905
3112/2016 01/01/2016
VND VND
2,251,135,707 1,521,637,051
9,800,000,000 -
9,000,000,000 -
411,065,800 369,573,529
21,462,201,507 1,891,210,580
01/01/2016
Increase Decrease Amount Repayment
capacity
WND VND VND VND
273,005,233,952 336,404 ,859,747 BT 461,762,012 B7 461,762,012

682,701,545,182

87 697,188,623

9.767,842,300

291,230,150

4,214,000,000

663,575, 487,850

91,288,402,787

28,820,235,171

291,230,150

508,400,100

'1,067,677,040,217 1,120,978,615,805

235 536,591,132 235,636,601,132

16327,076,576 16,327,076,576

22,211,502,105 22,211,502,105

508,400,100 508,400,100
362,044,331,925 362,044,331,926

Short-term loans from HSBC bank (Vietnam) are to finance the Group’'s working capital requirements.
The loans are secured by a number of inventory and trade receivables items of the Group with total
amount of USD 2,000,000 (see Note 5.2 and 5.5).

Short-term loans from Vietcombank- Ho Chi Minh City branch; ANZ Bank (Vietnam) — Branch in Ho Chi
Minh and First Commercial Bank — Branch in Ho Chi Minh City are to finance the Group’s working
capital requirements. The loans are unsecured by assets.
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financial statements.

5.18.2 Long-term borrowings
b) Deferred income tax payables

31/112/2016 01/01/2016 01/01/2016
Amount Repayment Increase Decrease Amount  Repayment 311212016 (Restated)
capacity capacity VYND VND
] VND VND VND WND WND VND
_'l';é‘ﬂa‘::;':‘mb:m”°ig“r:"“' Corporate income tax rates used for determination of p— 0%
Trade of Vietriam - Ho value of deferred income tax payables
Chi Minh Branch 49.2608,135228 49265 135.228 52.429835228  3,160,500,000 - Deferred income tax payables arising from taxable

3,451,187,432 3,452,528,630

(Vietcombank) temporary differences

Ei;s:: ﬁ-mﬂ-ml g:nk- 508.400.100  508.400.100 Balance of deferred income tax payables o (2,683,681) (171,544,196)
Il ni " ] W P = el e

]
: _ 3 Deferred income tax payables 3,448,503,751 3,280,984,434
mhcnﬂl"::ét""“'“" (4214,000,000) (4,214,000,000) |- 4214000000  (508,400,100) (508,400,100) ;
45,065,135,228 45,055,135,228 52,420,635228  7,374,500,000 - 1 5.20 Bonus and welfare fund
The long-term borrowings from JSC Bank for Foreign Trade of Vietnam — Ho Chi Minh City Branch i Year 2016 Year 2015
included 02 contracts: i VND VND
i
The parent company entered into a long-term borrowing contract with JSC Bank for Foreign Trade of As at 01/01 16,365,482 976 15,537,084,249
Vietnam — Ho Chi Minh City Branch in order to buy the contributed capital of Blue Exchange Co., Ltd in Increased from appropriation 13,635,196, 165 7,720,745,970
Blue Saigon Garment Co., Ltd under Credit contract of the investment project No. 007/KHDN2/16CD Disbursements (7,105,646,605) (6,892,347,243)
dated 02 February 2016. The borrowings are secured by the additional capital contribution acquired As at 31/12 ~ 22,795,032,536 16,365,482,976

from the loan in accordance with the mortgage agreement No. 0012/NHNT-TC dated 02 February
2018.

At Blue Saigon Garment Co., Ltd.: Long-term borrowing represents a long-term loan from Joint Stock
Commercial Bank for Foreign Trade of Vietnam — Ho Chi Minh City Branch with total amount of YND
42,521,000,000 with the loan term of 84 months as from the first drawdown date. The purpose of the
loan is to implement the Saigon Garment Factory Project - stage 2 at Lot B/B2 Ha Lam - Cho Duoc
Industrial Cluster, Binh Phuc Hamlet, Thang Binh Commune, Quang Nam Province, Vietnam. This loan
is secured by:

- The remaining land use right at Lot B/B2 Ha Lam, Cho Duoc Industrial Cluster, Binh Phuc
Hamlet, Thang Binh Commune, Quang Nam Province.

- Property on land is the remaining old factory;
- Property on land are the new factory and new equipment acquired from the loan.

5.19 Deferred income tax assets and deferred income tax payables

a) Deferred income tax assets
01/01/2016
3111212016 (Restated)
VND VND
Corporate income tax rates used for determination of 20% 20%
value of deferred income tax assets
Deferred income tax assets related to deductible
eesebbsnst i - st il 2,683,681 171,544,186

- Balance of deferred income tax payables (2,683,681)

{171,544,196)
Deferred income tax assets -

A
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financial statements.

5.21.5 Non-controlling interests

Non-controlling interests represent the minority's portion in net assets value and income statement of

Blue Saigon.
Rate of non-controlling interests was calculated as follow:
3112/2016
VND
The subsidiary's charter capital (Blue Saigon) 86,000,000,000
In which:
Capital of parent company 86,000,000,000
Capital of non-controlling interests -
Rate of non-controlling interests 100%

01/01/2016
VND
86,000,000,000

43,860,000,000

__42,140,000,000

49%

On 13 January 20186, the parent company has achieved 100% ownership ratio in Blue Saigon Garment
Co., Ltd, after completing the buying of entire share capital of the former shareholders of Blue

Exchange Co., Ltd.

Non-controlling interests in net assets as at 31 December 2016 and 01 January 2018 as follow:

311212016 01/01/2016
VND VND
Total asset - 88,788,584,915
Total liabilities - (32,648,355,712)
Net asset - 56,140,229,203
Detail: 31/12/2016 01/01/2016
WND VND
Charter capital - 86,000,000,000
Foreign exchange differences - 37,827,601
Accumulated losses il Sl ol (29,897,598,388)
56,140,229,203
Non-controlling interests 311272016 01/01/2016
WND VND

Detail:
Charter capital 42 140,000,000

Foreign exchange differences .
Accumulated losses (14,649,823,215)

- 27,490,176,785

Nen-controlling interests in operating result for the year ended 31 December 2016 and 31 December
2015:

Year 2016 Year 2015

VMND WND

Profit/{loss) of Blue Saigon - (6,792,399,607)
Profit/{loss) of non-controlling interests - (3,328,275,807)

===
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For the fiscal year ended 31 December 2016

These notes form an integral part of and should be read in conjunction with the accompanying consolidated

financial statements.

§.22 Off-balance sheet items
Assets, materials and goods held for third parties or held for processing

31212016 01/01/20186
VND VND
Materials and goods held for third parties or held for - -
processing
Goods held on consignment for sale, collaterals or
deposits 2,435,217,000
Foreign currencies
3112/2016 01/01/2016
Currency Currency
Dollar (USD) 4,435 .311.07 2,067,410.14
Euro (EUR) 3,140.45 3,207 81

6. ADDITIONAL INFORMATION FOR ITEMS SHOWN IN THE CONSOLIDATED FINANCIAL

STATEMENT
6.1 Net Revenue from sale of goods and rendering of services

6.1.1 Net Revenue
Year 2016
VND

Year 2015
VND

Export sales 1,678,875,608,102 1,372,502,869,010
Domestic sales 39,110,223,742 130,718,271,889
Service rendered 825,751,396 836,689,077
1,618,811,584,240 1,504,057,829,976
Less:
Sale allowances (7,432,874 608) (1,986,631,765)
Returned goods ekt - ___ (b822000)
Net revenue 1,611,378,709,632 1,502,065,276,211
6.1.2 Revenue from related parties
Year 2016 Year 2015
VND VND
Quang Nam Blue Way One Member Co., Ltd 3,725,547 475 33,808,090,333
Blue Exchange Co., Ltd 25,546,175,294 65,381,794,034
Coconut garment Co., Ltd _ 1,848817,560 2 14,996,198,685
31,120,540,359 114,287,083,062
6.2 Cost of goods sold and services rendered
Year 2016 Year 2015
WND VWND

Cost of goods sold and services rendered ~1,336,254,1 5405?

1,248 640,731,601

oWl s dTirre s e
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These nofes form an integral part of and should be read in conjunction with the accompanying consolidated

financial statements.

6.3 Finance income

Bank interest income

Gains from co-operation with HCMC University Medical
Center

Dividends received

Foreign exchange gain

Others

6.4 Finance expense

Loan interest expenses

Foreign exchange loss

Exchange losses arising from revaluation of monetary
items denominated in foreign currencies

Provision/ Return of provision for diminution in the value
of financial investments

6.5 Selling expenses

Material expense
Outside services purchasing expense
Others expense

6.6 General and administration expenses

Employee expense

Stationary expense

Depreciation fixed asset expense
Utilities expense

Other cash expense

6.7 Other income

Proceeds from disposal of fixed assets
Other income

Year 2016 Year 2015

VND VND

63,931,883 260,913,056

- 7,373,749,090

195,384,000 195,395,000
9,228,899, 336 13,457,801 481
233,772,183 274 989 259
9,721,987 402 21,562,847 866
Year 2016 Year 2015

VND VND
9,270,600,113 6,324 168678
5,575,207 413 17,600,499 870
3,495,288, 305 655,885 382
266,255,800 (540,892 400)
 18,607,441,721 24,039 661,530
Year 2016 Year 2015

VND WND
1,827,017,548 2 252 138,968
44 315,730,728 32 547 587,739
737,046,560 848,954 423
46,979,794,836 35,648,681,130
Year 2016 Year 2015

VND VND
108,393,778,939 99 637,482,129
5,496,703,205 3,822,419,107
9,477,056,279 8,645,383,516
14,925 877,893 11,048,356,894
10,006,022,106 13,427,919,506
148,299,438,422 136,581,571,152
Year 2016 Year 2015

VND VND
163,294,758 531,452,273

~ 4,604,035,468 3,918,663,989
4,767,330,226 4,450,116,262

I~
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For the fiscal year ended 31 December 2016

These notes form an integral part of and should be read in conjunction with the accompanying consolidated

financial statements,

6.8 Current corporate income tax expense

Profit before tax
Adjustment for income on tax
Add: NMon-deductible expenses
Less: Mon-assessable income
Assessable income
Corporate income tax expense
Tax deduction {50%)
Corporate income tax expense
Adjustment
Current corporate income tax expense
In which
- Parent company
- Tan My

6.9 Deferred corporate income tax expenses
Deferred corporate income tax expenses incurred
from taxable temporary differences;

Deferred corporate income tax income arose from
deductible temporary differences

6.10 Basic earnings per share

Year 2016 Year 2015
VND VND
75,695,735,429 82,158,350,451
1,097,320,039 3,406,230,648
(13,243,780,374) (633,013,839)
63,549,275,094 84,931,567,260
11,777,365,503 16,517,150,844
(516,162,472) (233,662,010)
11,261,203,031 16,283,488,834
P = 2464346457
11,261,203,031 18,747,835,291
10,745,040,560 18,514,173,281
516,162,471 233,662,010
Year 2015

Year 2016 (Restated)

VND VND
3,451,187,432 3,452,528,630
(2,683,681) (171,544,196)
3,448503,751  3,280,984,434

The calculation of the basic earnings per share, which is atiributable to ordinary shareholders of the

parent company, is based on the following data:

Net profit after tax attributable to ordinary shareholders of

the parent company
Appropriation to bonus and welfare fund
Net profit after tax to calculate earnings per share

Weighted average number of ordinary shares outstanding

during the period (share)
Basic earnings per share

Year 2016 Year 2015
(Restated)

VND VND
60,986,028,647 63,457,806,533
2 13,166,559 696
60,986,028,647 50,291,246,837
11,852,288 11,641,070

1 5,146 4,320

The Group has no diluted earnings per share at the fiscal year ended.

Net profit belongs to ordinary shareholders of the parent company determinate after appropriation to
bonus and welfare fund. However, at the date of this report, the appropriation to bonus and welfare fund
from undistributed earnings for the fiscal year ended 31 December 2016 has not been adopted

shareholders’ meeting.
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On 12 December 2016, Ho Chi Minh City Stock Exchange had an announcement about the listing and

trading of listed shares of the Group as follows:

Items
Number of shares are freely transferable

Number of Additional
shares transaction date

The number of shares to be offered to the investors to determine the
distribution and retail shares of the offer is limited to transfer within 1

year from the date of offering (from 11 Nov 2016 to the end of 10

Nov 2017)
Total

Weighted average number of ordinary shares outstanding during the period is calculated as follows:

Ordinary shares outstanding at the beginning
Effect of the redemption of ordinary shares
outstanding (treasury shares)

Effect of ordinary shares issued

Weighted average number of ordinary shares
outstanding during the period

6.11  Production and business costs by factor

Material expense
Salary expense
Depreciation expense
Utilities expense
Others expense

3,786,432 20 Dec 2016
78,858 11 Nov 2017
3,865,290
Year 2016 Year 2015
(Restated)
11,641,070 11,641,070
211,218 i
11,852,288 11,641,070
Year 2016 Year 2015
VND VND
932,034,174,808 839,305,354 664

500,575,029,469
22,631,725,850
289,641,136,574
25,923,787,075

491,215,270,394
18,671,338,221
235,733,651,675
30,166,764,873

~ 1,770,705,853,877

1,616,092,380,827

7. ADDITIONAL INFORMATION FOR ITERMS SHOWN IN THE CONSOLIDATED CASH FLOW

STATEMENT

Supplemental non-cash disclosures

Cash outflows for purchases of fixed assets and non-current assets during the period include an
amount of WND 2,289,092 951 representing an addition in fixed assets during the period that
prepayment to suppliers. Conseguently, changes in accounts receivable have been adjusted by the

same amount.

These notes form an integral part of and should be read in conjunction with the accompanying consolidated
financial statemeants.

8. FINANCIAL INSTRUMENT

The Group has financial assets such as trade and cther receivables, cash and shor-term bank deposits
that arise directly from its operations. The Group's financial liabilities comprise trade and other
payables. The main purpose of these financial liabilities is to finance the Group's operations.

The Group is exposed to market risk, credit risk and liquidity risk.

Risk management is integral to the whole business of the Group. The Group has a system of controls in
place to create an acceptable balance between the cost of risks occurring and the cost of managing the
risks. The Group has not applied any method to prevent these risks due to the lack of market of buying
financial instruments.

The Management reviews and agrees policies for managing each of these risks which are summarised
below:

i. Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risks include four kinds: interest rate risk, currency nisk,
goods price risk and other price risk, such as equity price risk.

Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Group's exposure to market risk for changes in
interest rate relates primarily to the Group’s cash and short-term bank deposits and loans. The Group
manages interest rate risk by looking at the competitive structure of the market to obtain rates which are
favourable for its purpose within its risk management limits.

Foreign currency risk

Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. The Group's exposure fo the risk of changes in
foreign exchange rates relates primarily to the Group's operating activities.

The Group is exposed to currency risk on sales and purchases that are denominated in a currency
other than the respective accounting currencies of Group, primarily the VND, but also U.S. Dollars
(USD) and Eura (EUR). The currencies in which these transactions primarily are denominated are VND,
LUSD and EUR.

The Group's exposure to currency risk is managed by keeping the exposure to an acceptable level by
buying or selling foreign currencies at spot rates when necessary to address short-term over-
exposures.

At 31 December 2016, the Group had the following net monetary asset/liability position exposed to
currency risk:

usD EUR
Cash and cash equivalents 4.435.311.07 3,140.45
Trade receivables 6,972,301.25 -
Trade payables 2,5619,997.25 -
Advance from customers 250,693.13 -
Prepayment to suppliers 406,856.57 -
Borrowings 12,555,367.58 -

Deposits 1,120.00
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ii. Credit risk

Credit risk is the risk that counterparty will not meet its obligations under a financial instrument or
customer contract, leading to a financial loss. The Group is exposed to credit risk from its operating
activities (primarily for trade receivables) and from its financing activities, including deposits with banks
and payable to a related party.

Accounts receivable

Qutstanding customer receivables are regularly monitored. The requirement for impairment is analysed
at each reporting date on an individual basis for major clients. The Group seeks to maintain strict
control over its outstanding receivables and has a credit control personnel to minimise credit risk. In the
view of the aforementioned and the fact that the Group's trade receivables relate to a large number of
diversified customers, there is no significant concentration of credit risk.

Bank deposits

The Group's bank balances are mainly maintained with well-known banks in Vietnam. Credit risk from
balances with banks is managed by the Group's treasury department in accordance with the Group's
policy. The Group's maximum exposure to credit risk for the components of the balance sheet at each
reporting dates are the carrying amounts as illustrated in Note 5.1. The Group's management evaluates
the concentration of credit risk in respect to bank deposit as low.

fii. Liquidity risk

The liquidity risk is the risk that Group will encounter difficulty in meeting financial obligation due to
shortage of funds. The Group's exposure to liquidity risk arises primarily from mismatches of maturities
of financial assets and liabilities.

The Group monitors its liquidity risk by maintain a level of cash and cash equivalents and bank loans
deemed adeguate by Management to finance the Group’s operations and to mitigate the effects of

fluctuations in cash flows.

The table below summaries the maturity profile of the Group's financial liabilities based on contractual

undiscounted payments:

31 December 2016

Less than 1 year

From 1 to 5 Years

VND
Total

Loans 208,742,756,337 45,055,135,228 343,797,891,565
Trade payables — third parties 86,242 978,237 86,242,978,237
Trade payables — related parties 5,509,042,327 - 5,500,042,327
Accrued expenses and other payables _ 20,796,625,660 = 20,796,625,660
411,291,402,561 45,055,135,228 456,346,537,789
01 January 2016
Loans 362,044,331,825 362,044,331,925
Trade payables — third parties 87,564 ,881,270 - 87,564,881,270
Trade payables — related parties 6,363,544,994 - 6,363,544,994
Accrued expenses and other payables 4262983245 - 4262983245
460,235,741,434 - 460,235,741,434

The Group assessed the concentration of risk with respect to refinancing its debt and concluded it to be
low. Access to necessary sources of funding is sufficiently available.

Collateral

As at 31 December 2016, The Group uses the account receivable, inventory, fixed asset as against the
loan (Note No 5.2, 5.5, 5.6).

The Group did not have any secure asset of third party as at 31 December 2016.

R
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iv. Fair value

(1)  Fair values versus camrying amounts

Categories of financial instruments

Carrying amount Fair value
311212016 01/01/2016 3122016 o1/01/2016
VND VND VND VND
Financial assets
Trade receivable — third party 158,344 980,985 131,841,097 351 158,344 980,985 131,941,097 351
Trarg'e receivable - related B86,678,006,038 107,213,307,747 B6,678,006,038 107,213,307, 747
pal
Other receivable — third party 5,673.463,054 3,460,935,830 5,673,463,054 3,469,935,830
Other receivable — related - 42,140,000,000 - 42,140,000,000
party
Long-term investment 17,314,330,000 17,314,330,000 13,902,502,000 14,168,757.800
Cash and cash equivalents ~_ 104,277,219,892 51,781,800,649  104,277,219,892 51,781,850,649
372,288,089,969 353,860,561,577 368,876,261,969 350,714,989,377
Financial liabilities
Loan 343,797 891,565 362,044 331,925 343,797 891,565 362,044, 331,925
Trade payable — third party 86,242,978,237 87,564,881,270 86,242 078,237 87,564,881,270
Trade payable — related party 5,509,042 327 6,363,544 994 5,500,042 327 6,363,544 094
e pensesandoiner 50706625660 4262083245 20796625660  4,262,983,245
456,346,537,789  460,235741,434  456,346,537,789  460,235,741,434

The fair value of the financial assets and liabilities had not been formally assessed and determined as
at 31 December 2016 and 01 January 2016. However, it is Management assessment that the fair
values of these financial assets and liabilities are not materially different from their carrying amount at
the balance sheet date,

(2)  Basis for determining fair values

Trade and other receivables

The fair value of trade and other receivables, excluding receivables and payables on construction
contracts according to stages of completion, is estimated as the present value of future cash flows,
discounted at the market rate of interest at the reporting date. The fair value of the instruments is
determined for disclosure purposes only.

Non-derivative financial liabilities

Fair value, which is determined for disclosure purpases only, is calculated based on the present value
of future principal and interest cash flows, discounted at the market rate of interest at the balance sheet
date. In respect of the liability component of convertible notes, the market rate of interest is determined
by reference to similar liabilities that do not have a conversion option. For finance leases the market
rate of interest is determined by reference to similar lease agreements.

v. Hedging

The Group does not apply hedge accounting.



GARMEX SAIGON JS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the fiscal year ended 31 December 2016

These notes form an integral part of and should be read in conjunclion with the accompanying consolidated
financial statements.

8. OTHER INFORMATION
91. Transactions and balances with related parties

The related parties include key management members and their related persons, and other related
parties,

Remuneration paid to key management members during the period was as follows:

SAIGON GARMENT MANUFACTURING TRADING JOINT STOCK COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the fiscal year ended 31 December 2016

These notes form an integral part of and should be read in conjunction with the accompanying consolidated
financial statements.

9.2. Segment information

Business segments

The Group’'s major business activities are to manufacture and trade productions in garment industry
and its export revenue is more than 90% of total revenue of the Group. Thus, the Group's business
segment is not presented as required in Vietnamese Accounting Standards Mo. 28 “Segment
Reporting”.

Geographical segments

Currently, the Group is mainly operating in Vietnam, the overseas entity (a subsidiary of Blue Saigon is
incorporated in the United States of America) assets, revenue and operation result is immaterial (less

than 10%) of total assets, revenue and operation results of the Group. Thus, the Management decided
not to present the Geographical segments according to Vietnamese Accounting Standards No. 28

“Segment Reporting”.

9.3. Other information

Met profit from business operations in the consolidated financial statements was detailed as follow:

Year 2016 Year 2015
VND VND
Salary, Bonus 7,236,306,160 6,957,384,963
During the year, the Group entered into the following transactions with related parties:
Related party Nature of transaction Year 2016 Year 2015
) VND VND
Phu My Joint Stock Company Charges on water and 528,527 964 913,904,472
waste water treatment of
. washing plant N
Blue Exchange Co., Ltd Purchase of goods 1,880,840,136 14,240,684,907
Sale of goods and 25,033,218,874 65,381,794,034
rendering of services
Commission agent 512,956,419 -
Receiving capital - 11,174,040,000
Quang Nam Biue Way One Processing expenses,
Srce, U printing, washing 195,900,244 999449,196
. Saleof goods 3,725,547 475 ~33,908,000,333
Coconut Tree Garment Co., Lid  Processing expenses - 177,490,000
Sale of goods 1,848,817,590 14,996,198,695
Blue Way Co., Ltd Processing expenses 120282000 -
The balance of account receivable-related and account payable-related on 31 December 2016:
3112/2016 01/01/2016
VND VND
Trade receivables
Blue Exchange Co., Lid 47,070,467,766 52,144, 115,501
Quang Nam Blue Way One Member Co., Ltd 24.078,110,358 38,573,373,681
Coconut Tree Garment Co., Ltd 15,529,517,914 16,485,818,565
86,678,096,038 107,213,307,747
Other receivables
Blue Exchange Co., Ltd - 42,140,000,000
- 42,140,000,000
Advance to suppliers
Phu My Joint Stock Company 2,037 626,437 2,037,626 437
2,037,626,437 2,037,626,437
Trade payables
Phu My Joint Stock Company 3,878,088,972 4,341,000,000
Blue Exchange Co., Ltd - 514,647,000
Quang Mam Blue Way One Member Co., Ltd 1.246,584,250 1,099,394,082
Tra Tan Co., Ltd 79,226,400 103,361,207
Blue Way Co., Ltd 109,903,705 108,903,705
Coconut Tree Garment Co., Ltd 195,239,000 -
5,509,042,327 6,168,305,994

Saigon
Garment Blue Saigon Tan My Excluding of
Manufacturing Garment Co.,, Garment Co., intarnal
Year Trade J.5.C Ltd Ltd transactions Total
VND VND VND VND WND
Net revenue from sale of 1.583,901,400,345 152,788,732 567 145642 928,157 270,954,351 437 1,611,378,709,632
goods and rendering of
senvices
Cost of goods sold 1,385,281,987 463 102,856,049,8902 115,789,311,881 267,773,195289 1336254 164 067
Gross profit 19B8.619,.402,882 49,832,682,665 29,853616,166 3,181,156,148 275,124 545 565
Financial income 20,239,836,485 43,451 187 183,962 487 10,745,262, 757 9,721,987 402
Financial expenses 34,724,008,258 234,499,514 47,060,130  16,398,216,181  1B,607,441,721
Selling expenses 25803285724 18985917674  2,190,591,438 - 46,979,794,836
General and 97,066, 479,575 32418448610 21.072511,670 2,258,001,433 148,299,438 422
administration expenses R - T EPUPRR m (] SR S
Net profit 61,265,375,810 (1,762,731,946) 6,727,415,415 4,729,798,709 70,959,857,988

9.4. Expenditure commitments

As at 31 December 2016, the Group entered into contract with the third parties to purchase material
with amount of VND 5,580,843,202.

9.5. Comparative figures

The comparative figures items on Consolidated Financial statements are the figures on the

consolidated financial statements for the year ended 31 December 2015 were audited by another
independent auditing firm.
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Restatement

Some items on the consolidated financial statements for the year ended 31 December 2015 have been

restated as follows: -
TONG GIAM pOC

Consolidated Balance Sheet
as at 31 December 2015 NGUYEN AN
As previously As restated Net change
reported
VND VND VND
Deferred tax assets 171,544,196 - (171,544,196)
Taxes payable to State Treasury 6,083,142 898 8,547 489,355 2 464 346 457
Deferred tax liabilities - 2,878,010,841 2,878,010,841
Undistributed earnings 50,666,081,217 45,152,179,723 (5,513,901,494)
' N
Consolidated Income Statements
for the fiscal year ended 31 December 2015
As previously As restated Net change
reported
VND VND VND
Current corporate income tax expense 16,283,488,834 18,747,835,291 2,454 346 457
Deferred corporate tax expense 231,429,397 3,280,984,434 3,049,555,037 " F
Net |:|rt:4ﬁ1lIi aﬁ:f:e corporate income tax 65,643,432,220 60,129,530,726 (5,513,901,494)
Net profit r tax attributable to
shareholders of the parent company 68.971,708,027 63,457,806,533 (5,513,901,494) G A R M E }{
Basic eamings per share 6,196 4,320 (1,876) Saigon J -
HoSE: GMC

9.6. Post balance sheet event

There have been no significant events occurring after the balance sheet date, 31 December 20186,

which would require adjustments or disclosures to be made in the consolidated financial statements.

TRAN THI THU TRAM NGUYEN MINH HANG NGUYEN AN
Preparer Chief Accountant General Director
Ho Chi Minh City, 15 March 2017
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