DDM: Explanation for operating result in the reviewed semi-annual financial statement of 2020 of Dong Do Marine Joint Stock Company
On 17 Aug 2020, Dong Do Marine Joint Stock Company explained the operating result in the reviewed semi-annual financial statement of 2020 of Dong Do Marine Joint Stock Company as follows:
· Documentary No.157/CV-TCKT on explanation for the operating result in the semi-annual separate financial statement of 2020 after audit: 

Unit: VND billion 

	Targets
	The first 6 months of 2020
	The first 6 months of 2019
	Difference
(Increase (+) or decrease (-))

	
	
	
	Difference
	Rate of difference

	Profit before tax
	- 38.532
	- 22.371
	- 16.161
	172.24%

	Profit after tax  
	- 38.532
	- 22.371
	- 16.161
	172.24%


1. Explanation for the loss in operating result of the first 6 months of 2020:
Reasons causing the loss in the separate financial statement of the first 6 months of 2020 include:

First, the ocean freight market was still very difficult because of the industry crisis, making the revenue to be lower and lower. The Company tried to save and rationalize input costs (direct costs, repair costs, financial expenses and general and administrative expenses), but those efforts were not enough to offset the reduction in revenue, leading to revenue not enough to offset costs, causing the loss of the Company. 
Second, most of the Company's fixed assets were ships of great value and invested by long-term loans from credit institutions. Therefore, interest expenses and depreciation of fixed assets were large, causing COGS of the Company to incur large;
Third, revenue of the first 6 months of 2020 of the Company decreased strongly because the ocean freight industry greatly affected by ongoing SARS-CoV-2 epidemic. This was also a reason causing the loss in the first 6 months of 2020 of the Company.
2. Explanation for why the loss after tax of the first 6 months of 2020 increased by over 10% compared to the same period last year (equal to 172.24%):
Compared to the same period last year, (1) revenue of the first 6 months of 2020 decreased by VND 8.81 billion; (2) COGS increased significantly by VND 11.642 billion and (3) financial expenses increased by VND 5.7 billion, conversely, (4) financial revenue increased by VND 8.3 billion. There are the main reasons causing the loss after tax of the first 6 months of 2020 to increase by VND 16.161 billion year on year (equal to 172.24%).

3. To overcome the above loss, Dong Do Marine Joint Stock Company has been continuing to try to find a reasonable way of operating the ship to reduce ship operating costs and reduce management costs; at the same time, looking for customers/ good product sources to raise exploitation efficiency with the best rental/ shipping rates to step by step improve revenue and gradually reduce loss in business.
In addition, the Company will try to carry out other ancillary service activities to improve part of the operating result. 
4. Regarding the Auditor’s qualified opinion about the reviewed semi-annual separate financial statement of 2020:

Regarding the opinion “from 13 Sep 2014, according to asset handover record No.09/2014/BBBG/DM-PVB dated 13 Sep 2014 on debt settlement at the request of credit institutions, the Company handed over Dong Mai Ship to Vietnam Maritime Commercial Joint Stock Bank and has suspended the deduction of interest payable to the banks for the loan mortgaged by Dong Mai ship as well as the depreciation of fixed assets for this ship with the interest and depreciation of fixed assets of VND 713,695,304 and VND 718,202,444 respectively. Value of the loan principal and interest payable of VND 291,030,252,825 is being monitored on the account “other payables”; and residual value of Dong Mai Ship of VND 158,710,066,366 is being monitored on the account “other receivables”.
At the time of the audit, due to the lack of sufficient documents related to the settlement of this loan (other than the asset handover record above) from the lending bank, so the Auditor has not yet drawn an opinion about the suspension of deduction of depreciation, interest expenses payable and historical cost of fixed assets as made by the Company.
The Company’s explanation: DDM Company has repeatedly sent official dispatches to request the Bank to arrange a time to completely resolve the above problem, but so far, the Bank has not yet responded. Therefore, due to PVcomBank 's fault, so far, the two parties have not reached an agreement on this matter, in which mainly valuing Dong Mai ship to handle collaterals. As a result, the Company has not had the related documents as bases attached to the semi-annual financial statement of 2020.

In the coming time, we will continue to actively request the PVcomBank to coordinate to solve this problem.
Regarding the opinion about “accumulated losses of the Company as at 30 Jun 2020: VND 915,742,612,351; liabilities as at 30 Jun 2020: VND 1,408,327,424,029, exceeding the total assets (VND 628,955,184,120) the amount of VND 779,372,239,909. The Company's ability to continue to operate depends on profitability in the future and the financial support from capital holders”, DDC Company has explained at the reason for the loss as stated in section 1.
· Documentary No.158/CV-TCKT on explanation for the operating result in the semi-annual consolidated financial statement of 2020 after review: 

Unit: VND billion 

	Targets
	The first 6 months of 2020
	The first 6 months of 2019
	Difference

(Increase (+) or decrease (-))

	
	
	
	Difference
	Rate of difference

	Profit before tax
	- 37,810
	- 21,641
	- 16.169
	174.71%

	Consolidated profit after tax  
	- 37,971
	- 21,801
	- 16.170
	174.17%


1. Explanation for the loss in consolidated operating result of the first 6 months of 2020:

In the consolidated financial statement of Dong Do Marine Joint Stock Company, figures in the separate financial statement of the Company (the Company’s office - the unit is assigned to manage the majority of equity, fixed assets (ships), the workforce and has many long-term borrowings the most in the Company) accounted for the largest proportion. Therefore, the main reason causing the loss in the consolidated operating result of the Company in the first 6 months of 2020 is the loss from the separate operating result as explained (please see Documentary No.157/CV-TCKT dated 17 Aug 2020 of Dong Do Marine Joint Stock Company on “explanation for the operating result in the separate financial statement of the first 6 months of 2020 after audit”).
2. Explanation for why the consolidated loss after tax of the first 6 months of 2020 increased by over 10% compared to the same period last year (equal to 174.71%):
Because of the reasons stated in the Documentary No.157/CV-TCKT mentioned above, the loss in the consolidated financial statement of the first 6 months of 2020 of the Company increased by VND 16.169 billion (equal to 174.71%) year on year. Regarding detailed reasons, the agencies and the shareholders please see the Documentary No.157/CV-TCKT mentioned above.

3. In the coming time, Dong Do Marine Joint Stock Company will continue to promote finding better ways to exploit ships, look for customer/ goods sources in the market for ship business with the best rental/ shipping rates to improve revenue.

In addition, the Company will try to carry out other ancillary service activities and improve the operational efficiency of subsidiaries/ companies with capital contribution to improve revenue, step by step limit loss arising.
4. The Auditor’s qualified opinion in the consolidated financial statement of the first 6 months of 2020 of Dong Do Marine Joint Stock Company is the two contents explained in Documentary No.157/CV-TCKT mentioned above.
