	PETROLIMEX
	SOCIALIST REPUBLIC OF VIETNAM

Independence – Freedom – Happiness



	[image: image1.jpg]PETROLIMEX




	Hanoi, 26 April 2021                                                                                                                                                                                                                                                                                                                                                                                                       


                  (Draft)
THE 2020 OPERATING REPORT OF BOARD OF MANAGEMENT AND
PLAN FOR THE YEAR 2021

Your excellences, Valued Shareholders and Delegates! 


On behalf of the Board of Management (BOM), I would like to present the 2020 BOM’s Operating Report and orientation plan for the year 2021 as follows:
I. OPERATIONS OF THE BOM IN 2020

1. General: 
2020 was recorded as an extremely difficult year in production & business activity of the enterprises in general and Petrolimex in particular. Due to adverse impact of Covid-19 pandemic and geo-political factors in some hot spots in the world, the world's oil price was extraordinarily fluctuated (on 20 April 2020, the trading oil price hit the negative for WTI of some forward contracts in May 2020 for the first time in the history), the global petroleum business was struggled with ocean of difficulties and losses. Many oilfields and oil refineries were closed. 2020 also witnessed natural disasters and floods which continuously and abnormally occurred, heavily affecting the provinces in the Central Region of Vietnam. The petroleum market was recorded with increasingly cut-throat competition, especially the intermediary sales channels.   
2. The Group’s operation results in 2020
2.1 Assessment on 2020 production & business results
In the context of adverse impact from a series of disadvantage factors, thanks to great determination to fulfill the double targets for epidemic prevention and production & business organization, the BOM and Board of CEOs managed and controlled the production and business activities flexibly and timely adapted with the market development, etc. Accordingly, the relatively satisfactory results were obtained by the Group, concretely:
	No.
	Items
	2020 plan
	2020 fulfillment
	Fulfillment/plan comparison

	1
	Petroleum sales volume of entire Group (m3, tons)
	11,476,500 
	12,390,200
	108%

	
	In which: Holding Company
	9,543,000
	9,751,938
	102%

	2
	Consolidated revenue of entire Group (VND bill.)
	122,000
	123,919
	102%

	 
	In which: Holding Company
	89,000
	85,275
	96%

	3
	Consolidated profit before tax (VND bill.)
	1,570
	1,410
	90%

	 
	In which: Holding Company
	1,000
	1,029
	103%

	4
	Investment value (VND bill.)
	2,418
	1,405
	65%

	 
	In which: Holding Company
	672
	21
	3%

	5
	Dividend distribution
	12%
	12% submitted to the General Meeting of Shareholders
	


In addition to basic completion of the targets assigned by the General Meeting of Shareholders, other fields embraced by the Group were recorded with relatively satisfactory results. The highlights completed in the year were described as follows:
First, outperform the security, safety, facilitating the production & business stability and efficiency in entire Group. 
Second, in the context that the global petroleum market was unanticipated, petroleum consumption was reduced by Covid-19 pandemic, the domestic oil refineries were recorded with unstable operation, etc., the sourcing assurance tasks were outperformed, close to the market demand, epidemic development and impacts of natural disasters and floods to develop the proper product structure and balance the imported and purchase goods volume from 02 domestic oil refineries. It assured to fully satisfy the domestic POs and re-export without interrupting the supply at sensitive moment. 
Third, the special member enterprise division in addition to petroleum field continued to have a high-performance year, completed and exceed the assigned plan target, making a great contribution to the Group’s production & business results. The highlights may be named, including Castrol BP Petco, PLC, Vanphong Bonded Petroleum Terminal JVC Ltd, Petrolimex Singapore, PJICO, etc.
Fourth, physical and technical system planning, and investment were continued to be focused. In 2020, entire Group enhanced investment into a cutting-edge retail network development, focusing on commercially advantageous positions and piloting new brand identifiers.
Fifth, the brand PR, development and protection were outperformed. The crisis management capacity in the communications, business, sourcing and natural disaster prevention and control fields, etc., was increasingly improved.
2.2 Assessment on Group’s operation aspects 
In 2020, 10 BOM meetings were held by the Group in accordance with the Law on Enterprises, Petrolimex’s Charter and Operating Regulation of the BOM.
The BOM meetings focused on addressing the key issues related to direction and fulfillment of resolutions approved by the 2020 Annual General Meeting of Shareholders; design and development of the 2020 production and business plan; effective management of production and business activities, fund preservation and development; direction to amend the Charter, completion and promulgation of internal governance regulations to be well matched with the new model of listed company; direction of HR management, assumption of deploying Petrolimex Restructuring Project as prescribed by the Government; drastic direction in investment, cost reduction, good market organization, review and redevelopment of business mechanism to be close to the demand of each market segment, especially organizing the assessment of physical and technical facility system to have investment strategy, enhancing the monitoring, management and re-promulgation of techno-economic norms: Loss norms, warehousing fee, freight, good receipt and exploitation of Van Phong Bonded Warehouse to improve the production and business performance; direction and assignment of the Group’s Capital Representative at the Corporations/Joint Stock Companies and multi-member liability companies to design the solutions to enhance the capital use efficiency management and improvement, etc. 
The BOM resolutions were known as the critical orientations to help the Management to complete the Group's 2020 production and business plan. 
In addition to BOM meeting sessions, the decisions were approved through written consultation of BOM members to direct and address 340 problems related to big orientations on business administration and issues under the BOM’s authority, also direct, manage and supervise the operation of Board of CEOs in executing the resolutions of the General Meeting of Shareholders and BOM.
2.3 Remuneration and operating costs of the BOM
- Salary, remuneration and operating costs of the BOM were complied with the Group’s 2020 Annual General Meeting of Shareholders. Total salary and remuneration of members of BOM in 2020 included: VND 6,903,300,000.
- The 2020 operating costs of the BOM: It was complied with the BOM’s Operating Regulation and Petrolimex’s Internal Expenditure Regulation.
2.4 Operations of committees under the BOM
In 2020, the committees under the BOM outperformed the advice and assistance to BOM operation in accordance with the assigned functions and missions; advised the BOM in reviewing, designing, amending and supplementing the Group’s Charter, Group’s internal governance rules and regulations in accordance with the new laws and practice of Petrolimex; appraised the projects and solutions submitted to the BOM for approval under the authority, etc.
2.5 Supervision to the General Director and managers
- The BOM always closely followed up the operations initiated by the Chief Executive Officer, directed, monitored and timely handled the problems under the authority of the BOM to facilitate the General Director’s management.
- In 2020, the Management outperformed the roles and missions in managing the Group’s business in accordance with the Resolutions approved by the General Meeting of Shareholders, directions and instructions of the BOM. The General Director and managers fully deployed and strictly adhered to the resolutions and decisions approved by the BOM. During management, the General Director and BOM members strictly adhered to the decentralization and regulations of the Charter and the Group’s internal management regulations.
- The Board of CEOs deployed a series of synchronous solutions, drastically and timely initiated myriad of business solutions/support solutions in accordance with the BOM’s guidelines and orientation and market development. The Board played an important and decisive role in fulfilling the critical targets assigned by the General Meeting of Shareholders.
By overall assessment, in 2020, the Board and the managers outperformed, responsibly and successfully fulfilled the resolutions and decisions approved by the General Meeting of Shareholders and the BOM.

II. BUSINESS PLAN AND OPERATION DIRECTION OF THE BOM IN 2021


1. The 2021 production & business plan
Although 2021 was started with myriad of active signs in the global Covid-19 prevention and control when vaccination was initiated in many countries, the first half of 2021 was forecast that the global economics is still affected by complicated Covid-19 pandemic. With the world economy prospects in 2021, the global crude oil market was gradually recovered in the first months of 2021. 
In the context that Vietnam is forecast to have interwoven opportunities, advantages, challenges and threats, the 2021 production and business plan items are designed by the BOM as follows:
	No.
	Items
	The 2021 plan
	Comparison to the 2020 fulfillment

	1
	Consolidated petroleum sales volume (m3, tons)
	12,218,000
	99%

	
	In which: Holding Company
	9,899,000
	102%

	2
	Consolidated revenue (VND bill.)
	135,200
	109%

	
	In which: Holding Company
	94,100
	110%

	3
	Consolidated profit before tax (VND bill.)
	3,360
	238%

	
	In which: Holding Company
	1,800
	175%

	4
	Total investment (VND bill.)
	3,460
	-

	
	In which: Holding Company
	584
	-

	5
	Dividend distribution
	At least 12%
	



2. The 2021 operating orientation of the BOM 
In 2021, the BOM continues to fulfill the solutions on Group governance quality improvement. According to the Group’s actual practice, the Resolutions shall be issued through the plan objectives, i.e., maintaining the stability and sustainable development, improving the business performance. The 2021 dividend distribution is expected to at least 12%; the measures are taken to fulfill the assigned tasks, focusing on key issues as follows:
2.1 Direct and implement successfully the targets assigned in the Resolutions of the 2021 Annual General Meeting of Shareholders;
2.2 Continue R&D and prepare the conditions to launch LNG - My Giang project and focus on studying the investment opportunities and potential projects in the field of new energy through close cooperation with strategic partner ENEOS and the big energy Groups in the world.
2.3 Develop the Group development strategy in the period of 2021-2030 with vision to 2045 in accordance with the Socio-economic Development Strategy of Vietnam in general and energy industry of the Polibureau.
2.4 Continue deploying the restructuring the Corporations/Group’s member units to fulfill the performance increase objectives, improve the competitiveness in the market; consequently, preserve and develop the Group’s investment capital.
2.5 Complete the divestment from PG Bank; deploy the investment capital reduction plan in PJICO as directed by the Government and owner’s representative; review and continue divestment of the external investments owned by the Group and its member units to recover the investment capital from the ineffective business fields and/or fields out of the Group’s development orientation and capital withholding. 
2.6 Improve the business administration quality and effectively manage the financial resource use and cash flows at the Group to offer the best benefits to the Group and its shareholders.
2.7 Propose the Ministries and relevant Industries to consider, amend, supplement and perfect the legal regulations on investment into petroleum production & business and distribution in Vietnam; create an opening mechanism to attract the foreign investment capital sources by increasing the maximum ownership percent for foreign division in the fields of petroleum.
III. Key solutions of the Board of CEOs for successfully fulfill the 2021 production and business plan: 
In order to successfully fulfill the 2021 production and business plan as set forth, the BOM shall enhance to direct the Board of CEOs to implement the flexible production & business management solutions to be well matched with the market conditions, focusing on critical solutions as follows:
- Ensure absolute safety in production and business process; continue strengthening Covid-19 prevention and control to ensure the smooth and continuous production and business activities.
- Ensure sufficient supplies in any circumstances and effective business, focusing on sourcing from 2 domestic Oil Refineries; Improve the forecast service quality, setup POs and strictly adhere to the PO sanctions in the entire Group; encourage the business of environmental-friendly products under standard Euro 4, Euro 5. Be flexible in E5 petrol business mechanism and policies in accordance with the market principles: and consumer demand;
- Apply the non-cash payment with cutting-edge POS generation in combination with Petrolimex ID database; apply the new identifiers for all new outlets, repair outlets, improve and upgrade as well as enhance the brand protection tasks. 
- Continue reviewing the big cost items such as loss, freight, land rent, etc., and effectively deploy the cost effective solutions in the entire Group; 
- Continue strict adherence to the Decision No. 49/2011/QD-TTg of the Prime Minister dated 1 September 2011 on providing the roadmap for application of exhaust emission standards to manufactured, assembled and imported brand-new cars and motorbikes. Actively prepare the physical and technical facilities, implement the mechanisms to encourage using the Euro 4, Euro 5 standardized fuel items in accordance with the required roadmap.
Your excellences, Valued Shareholders and Delegates! 
Although the world and Vietnam economy is still struggling with myriad of challenges, petroleum business is faced with a series of difficulties, with high unity and determination, the Board of Management and the Board of Directors has actively and effectively deployed the Resolutions approved by the 2020 Annual General Meeting of Shareholders to ensure compliance with the rules and regulations.

The year 2021 is forecasted to continue to face many difficulties and challenges in the context of the complicated Covid 19 epidemic still evolving on a global scale, but and the Board of Management and the Board of Directors commit to make great efforts to lead, direct the Group to operate effectively, develop sustainably, preserve and develop capital, bringing high added value to shareholders.


On behalf of the BOM, I would like to send you the best regards and sincere thanks for your great trust and support for Petrolimex in the recent years. We hereby commit to make great efforts for Petrolimex’s sustainable development.

On behalf of the BOM, I would like to wish you good health, great success and happiness!
                                                                        P/P THE BOARD OF MANAGEMENT
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