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REPORT OF SUPERVISORY BOARD IN 2019 AND 2015-2019 TERM 

TIEN PHONG PLASTIC JOINT STOCK COMPANY 

Dear shareholders!  

Based on the functions and duties of the Supervisory Board ("the Supervisory 

Board") prescribed in the Charter of Tien Phong Plastic Joint Stock Company 

("NTP"), the operation regulations of the Supervisory Board, the internal regulations 

of NTP and the provisions of the law, in 2019, the Supervisory Board oversaw and 

assessed the activities of the Board of Directors (“BOD”), the General Director and 

the Board of Management on four aspects: rationality, lawfulness, honesty, and the 

degree of caution in managing and operating business activities. Supervision of the 

Supervisory Board is conducted through the following activities: 

I. Operation report of Supervisory Board in 2019 

1. Monitoring Executive activities of the Company and Internal control 

Alongside with the assessement the activities of the Board of Directors (“BOD”), 

the General Director and the Board of Management, the Supervisory Board built the 

establishment plan; participated in recruiting and training personnel for the Internal 

Control Division. 

In 2019, the Head of the Supervisory Board and the Internal Control Division carried 

out two internal audits in accordance with the plan approved by the Board of 

Directors, supporting the development of financial regulations, procedures for 

document rotation; giving valuable comments to update the purchasing process, 

inventory count process; fundamentally making in-depth contributions to enhance 

the Company's operating procedures as well as the sense of compliance for 

employees.  

In early 2020, the Head of the Supervisory Board and the Internal Control Division 

made important recommendations to improve the organizational structure and 

system processes in the internal audit of the Central Tien Phong Plastic Co., Ltd.  



2. Assess the financial situation of the Company 

In 2019, although NTP's consolidated revenue growth is only 6% (VND 254 billion), 

not meeting the AGM's expectation, NTP's profit before tax increased by 24% (VND 

91 billion) compared to 2018, far beyond the set plan. This result is largely due to 

the positive impact from the reduction in raw material prices, especially the average 

price of HDPE resins in 2019 decreased by 19% compared to the average in 2018, 

resulting in an increase by 5% in the cost of goods sold, lower than the growth rate 

of revenue. In addition, the Company also implemented effective cost optimization 

measures, specifically, advertising expenses, seminars decreased by VND 11 billion, 

management costs decreased by VND 12 billion, etc. 

The Company's good business results also showed a sharp increase in net cash flow 

from production and business activities to VND 1,178 billion compared to the 

negative figure of VND 52 billion in 2018. Cash flow from investment activities also 

showed positive signs when increasing VND 86 billion, though it is still a negative 

figure of VND 195 billion. Short-term and long-term debt balance as of December 

31, 2019 decreased by 19% and 91% respectively, with cash flow from financing 

activities increasing by 33%. 

The Company's total assets decreased by 7% (VND 324 billion) compared to 2018. 

This result is largely due to the Company's good debt management, reducing the 

outstanding receivables as of December 31, 2019 to VND 591 billion, reducing 

prepayments to suppliers of VND 602 billion. This year, the Company has 

completed the major investment items, and the accumulated depreciation for the 

assets put into use reached a stable level, an increase of VND 145 billion compared 

to last year.  

Situation of receivables 

Compared to the balance as of December 31, 2018, the balance of trade receivables 

at December 31, 2019 was only VND 893 billion, significantly reduced by 40%. 

This shows the Company's efforts in debt collection.  

Short-term receivables (VND billion) 2019 2018 Variance 

Minh Hai Import Export Trading Co., Ltd 483 592        (109) -18% 

TIEN PHONG SOUTH PLASTIC JOINT 

STOCK COMPANY 
108 205          (97) -47% 

Thai Hoa Trading Company Limited 161 249          (88) -35% 



Tam Phuoc Company Limited 100 228        (128) -56% 

Nam Phuong Trading Company Limited 24 172        (148) -86% 

Ha Dung Trading Company Limited 4 18          (14) -78% 

Others 13 32          (19) -59% 

Total 893 1,496        (603) -40% 

Although the official sales policy only allows distribution centers ("DC") to delay 

payment up to 1.5 months; NTP was still flexible to postpone payment deadlines for 

projects to attract more customers and increase its revenue. By the end of 2019, 

overdue debts still exist due to the characteristics of works and projects from Minh 

Hai DC (VND 345 billion) and Thai Hoa DC (VND 15 billion). 

II. Operation report of Supervisory Board in 2015-2019 term 

1. Monitoring Executive activities of the Company and Risk Management 

In 2015-2019 term, the Supervisory Board attended more than 70% of the BOD 

meetings. Accordingly, the Supervisory Board has grasped the key points of the 

Company's business situation, participated in questions and contributed ideas to the 

Board of Directors in making decisions and implementing the goals approved by the 

General Meeting of Shareholders. 

The Supervisory Board also contributes opinions to the Board of Management for 

consideration and consideration in the improvement of the internal management and 

control system. 

Basically, the Supervisory Board assessed that the management and administration 

of the Company by the Board of Directors, the General Director and the Board of 

Management were implemented carefully, reasonably, effectively and in accordance 

with the current laws. 

The Head of the Supervisory Board also contributes opinions in the meetings of the 

Risk Management Committee as well as the coordinated action plan. During the 

implementation of internal audit, the review and assessment of risks in the 

Company's operating processes were conducted in parallel to provide the most 

appropriate solutions. The risk management system is still being completed and 

implemented extensively in 2019 to better align with production and business 

activities. 



2. Assess the financial situation of the Company 
 

Financial indicators 2019 2018 2017 2016 2015 

Short-term liquidity ratio 1.27 1.12 1.19 1.38 1.24 

Return on assets (ROA) 9% 7% 13% 12% 13% 

Return on equity (ROE) 16% 15% 25% 22% 23% 

Average inventory outstanding period (day) 112 208 191 96 115 

Average payment period (day) 29 31 26 15 18 

Average collection period (day) 96 115 98 80 76 

Asset turnover ratio 1.01 0.93 1.04 1.30 1.22 

Debt/Total asset ratio 44 0.54 0.51 0.46 0.47 

The average collection period increased from 76 days in 2015, reached 115 days in 

2018 and decreased to 96 days in 2017. The Company's capital was occupied with a 

clear difference between the average collection period and the average payment 

period (29 days). This 2-month difference has significantly affected the mobilization 

and use of NTP's working capital.  

With the debt/total assets ratio raising over 0.5 in 2017, 2018, the Company has 

switched to self-financing mainly by equity, leading the reduced figures of 0.44 in 

2019, similar to those of 2015, 2016.  

In general, the basic financial indicators show positive changes of the Company in 

2019. Although ROA and ROE have not reached the impressive levels as in 2015-

2017, they are still developing in a good direction. Also, ROE is higher than ROA, 

meaning the company's financial leverage has had a positive effect. In other words, 

the company has succeeded in raising shareholders' capital to earn profits at a rate 

higher than the interest rate that it has to pay shareholders.  

  

 

 



III. Recommendations for the Board of Directors  

1. Account Receivables 

Although in 2019, the Company has made efforts to enhance the debt collection and 

obtained good results, the outstanding receivables remained at VND 893 billion, 

estimated at 20% of total assets. To minimize the current average collection period 

of 96 days, the Company needs to continue implementing appropriate collection 

policies to accelerate the collection process, increase the Company's ability to take 

initiative in coordinating working capital dynamically. In addition, NTP needs to 

coordinate with distribution centers to review the receivable terms of customers, 

especially project owners to minimize the time of late payment and avoid capital 

abuse. 

Regarding the extension of construction projects, the Company needs to carefully 

review and make flexible decisions depending on the actual situation. However, it 

should consider giving the maximum extend time of payment to control all overdue 

debts. 

Besides, the Company may negotiate with suppliers to extend the payment period of 

account payables in order to balance both revenue and expenditure lines. 

2. Inventory Management      

Inventory turnover has had positive changes in 2019, increasing to 3.21 compared 

to 1.73 in 2018; which means that NTP sold products faster and the average 

inventories stored have decreased. However, the value of inventories at the end of 

the year still reached VND 1,078 billion, an increase of about VND 70 billion 

(equivalent to 8%) compared to 2018.   

Storing a large amount of inventory is putting pressure on the Company in terms of 

warehouse capacity, storage costs, financial costs, risk of material damage, etc. If 

the high value of main materials at year end is due to the company relies heavily on 

imported raw materials, it needs to reserve a lot to ensure production. At the same 

time, this action may help to avoid the risk of increasing world raw material prices 

and exchange rate risks. For other types of inventories, the Company also needs to 

consider a number of solutions to improve this situation. 



- Completing the pilot smart warehouse project in combination with the 

Electricity University in 2020. If the project is successfully implemented, it 

will help improve management, warehouse arrangement, loading and 

unloading methods, etc; 

- Re-evaluate the planning work of production and procurement; adjust plans 

based on production capacity, warehouse capacity, storage costs and financial 

costs; 

- Expanding the supplier network, giving priority to domestic suppliers; focus 

on improving the ordering process, negotiating with suppliers to reduce 

waiting times and change delivery frequency; 

3. About the change of the organizational management and operations 

model  

In preparation for the transition from a model with a Supervisory Board to a model 

with an Internal Audit Committee under the Board of Directors, an Internal Control 

Division was established that has demonstrated outstanding efficiency in the way of 

implementation of the work as well as a significant contribution in the process of 

strengthening the internal control system of the Company. If the conversion decision 

is approved, the Internal Control Division will be ready to become the core of the 

Internal Audit Committee with the expected steps of work: 

- Transfer auditing process, working papers, report forms, archived documents 

from Internal Control Division to Internal Audit Department; 

- Update the audit plan according to the goals approved by the Board of 

Directors; 

- Evaluate KPIs for current personnel, change job title, job description j, adjust 

KPIs (if necessary); 

- Conduct internal training in combination with external training courses to 

update legal documents; 

Above is the report of the Board of Supervisors for the operation in 2019, 

submitted to the Annual General Meeting of Shareholders. 

Sincerely thank you for your attentive listening./. 

 
Hai Phong, March 21st, 2020      

 ON BEHALF OF THE SUPERVISORY BOARD 

           HEAD OF THE SUPERVISORY BOARD 



 

       (Signed) 

 

 

           Vu Thi Minh Nhat 
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