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No: 447/2012/BC-BKS-CTY
HCMC, March 30th, 2012

ACTIVITY CONTROL REPORT IN 2011

Based on:

· Charter of organization and operation issued by Phu Nhuan Jewelry Joint Stock Company (here after PNJ); 
· Company management regulations of PNJ issued on March 29th, 2008;

· Operational Regulations No 407-QC/2007/BKS-CTY on May 15th, 2007 of PNJ’s Board of Supervisor in the second term (2007 – 2012);

· 2010 audited Financial Statement of PNJ;

· 2011 audited Financial Statement of PNJ;
· PNJ’s Activity Summary Report in 2011;

The Board of Supervisor reports on evaluating PNJ’s operation in 2011 as follows:

1. BUSINESS SITUATION:
In 2011, PNJ deployed development-oriented business activities as shown in PNJ’s 2011 Action Plan adopted by shareholders’ general meeting in 2011. Specifically, the rate of revenue and profit achieved in 2011 compared to the plan as follows:

	Items
	2010

(VND)
	2011

(VND)
	Growth rate 2011/ 2010

(%)
	Growth plan 2011

(%)

	I. BUSINESS RESULT OF PNJ

	1. Total revenue

Of which:
	13.077.790.334.837
	17.335.035.111.824
	32,55%
	15%

	Revenue from gold jewelry trading (domestic)
	2.852.246.508.516
	3.444.305.856.305
	20,76%
	15%

	Revenue from silver jewelry trading (domestic)
	110.227.576.030
	149.727.041.534
	35,83%
	30%

	Revenue from jewelry exporting(gold + silver)
	92.477.059.007
	111.850.607.335
	20,95%
	30%

	Revenue from verification service
	6.199.530.557
	9.151.615.959
	47,62%
	15%

	Revenue from gold bar trading (domestic)
	4.242.521.325.998
	    8.639.728.544.883   
	103,65%
	

	Revenue from exported 20k gold
	5.765.272.356.781
	4.966.947.763.408
	-13,85%
	

	Revenue from watches
	1.622.072.282
	5.502.352.001
	239,22%
	

	Other revenue (warehouse for rent, accessories, other services…) 
	7.223.905.666
	7.821.330.399
	8,27%
	

	2.1. Profit before tax

Of which:
	257.918.248.683
	302.072.874.291
	17,12%
	15%

	Profit from financial investment
	       74.408.129.271  
	      42.551.158.773 
	-42,81%
	

	Profit from major business
	   173.697.008.986 
	     248.432.100.569 
	43,03%
	

	Other profit
	9.813.110.426
	11.089.614.949  
	13,01%
	

	2.2. Profit after tax
	206.555.212.593
	241.709.749.660
	17,02%
	15%

	3. Earnings per share (EPS)
	3.443
	4.029
	17,02%
	

	II. BUSINESS RESULT OF PNJ AND SUBSIDIARIES (consolidated data):

	1. Total revenue
	13.798.302.596.222
	18.038.055.458.855
	30,73%
	15%

	2.1. Profit before tax
	263.892.214.917
	318.165.893.441
	20,57%
	15%

	2.2. Profit after tax
	211.341.345.223
	257.506.607.337
	21,84%
	15%

	3. Earnings per share (EPS)
	3.533
	4.285
	21,29%
	


Comments:

+   Revenue: In 2011, both of revenue growth rate of PNJ in particular and consolidated in general achieved and exceeded the plan. Of which, the revenue of PNJ increased impressively with the figure of 32,55% compared to 2010, and exceeded the growth rate of plan (15%). Revenue growth rate in each field exceeded compared to the plan adopted by the shareholders’ general meeting in 2011, excepted for exported jewelry growth rate (as plan: 30%; as achieved: nearly 21%). In addition, some unpredictable revenues such as: revenue from gold bar (dosmestic and export), revenue from watches increased so well. In particular, revenue from domestic gold bar increased 103,65%. Revenue from watches increased 239,22%, etc.

+ Profit: According to above calculation and report, in 2011, profit before tax and profit after tax of PNJ increased more than 17% compared to that in 2011 and the consolidated profit before and after tax of PNJ and subsidiaries grew more than 20%. Thus, profit growth rates exceeded compared to the plan (15%).
2. IMPLEMENTATION THE PLAN ACCORDING TO THE RESOLUTION OF SHAREHOLDERS' GENERAL MEETING IN 2011:
In 2011, PNJ deployed and fully implemented some plans with good results according to the resolution of 14th annual shareholders’ general meeting in 2011, including:

· Implement key programs in 2011 proposed by the BOD according to document No 457/KH-HĐQT-CTY on April 8th, 2011 and adopted by the shareholders’ general meeting in 2011. 
· Restructure the investment portfolio: 
· Transferred all of shares of Kinh Do Real Estate JSC.
· Liquidated investment in associated company Hong Via Na Gas Cylinders Co., Ltd.
· The withdrawal of investment capital from Dai Viet Energy Joint Stock Company is being carried out, it is expected to be done in 2012. 
3. COMPLIANCE WITH LAWS AND REGULATIONS:
Evaluation on compliance with laws and regulations of PNJ in 2011, the Board of supervisor had some remarks:

· PNJ’s operation fully comply with relative regulations and laws, regulation of PNJ’s charter adopted and issued by the shareholder’s general meeting;
· PNJ also complies with the management regulation and operational regulations issued;

· PNJ also complies with accounting regimes according to the current laws;

· PNJ also complies with information disclosure of public company, especially for listed company according to laws.
3. APPRAISAL THE CONSOLIDATED FINANCIAL STATEMENT AND SEPARATE FINANCIAL STATEMENT IN 2011:

By studying the consolidated financial statement of PNJ and subsidiaries (abbreviation: PNJ corporation) and the PNJ’s separate financial statement in 2011 which are audited by KPMG Ltd., Co and relative documents, the Board of supervisor agreed with the figure of PNJ corporation’s  consolidated financial statement and PNJ’s separate financial statement in 2011. In addition, the Board of supervisor also agreed that this data can be changed according to decision of approving the settlement of tax authorities.

Based on the PNJ corporation’s consolidated financial statement and PNJ’s separate financial statement in 2011, the Board of supervisor evaluated abut generally financial situation of PNJ Corporation in general and PNJ in particular, details as follows:

3.1. Owner’s equity:
Owner’s equity of PNJ Corporation at December 31st, 2011 is VND 1.130.451.377.433, increased 7,98% mainly by deducting from funds (operation development fund, financial reserve fund) according to the resolution of the shareholders’ general meeting  on profit distribution and fund deduction in 2010, at the same time, undistributed profit increased 37,16% from business result in 2011. In 2011, PNJ did not issue shares so the charter capital still is VND 599.991.420.000 and capital surplus is VND 225.008.580.000.

3.2. Assets:
Total asset of PNJ Corporation at December 31st, 2011 is VND 2.928.112.622.725, increased 18,83% compared to December 31st, 2010, due to some main reasons as follows:

· Cash and cash equivalent items and short-term financial investment increased 55,17%. Of which, VND 70 billion of short-term investment are deposited at HSBC in escrow account to finish of selling Dai Viet Energy Joint stock Company according to sales contract. Cash-equivalent items increased 29,73% mainly in gold bar value, raw gold inventory at the end of year.
· Receivables increased 23,09% compared to that at the end of 2010, mainly due to an increase in revenue from gold trading and dividend receivables from Dong A Bank.

· Inventories accounted over 33% of total asset at the end of 2011, increased 28,89% compared to that at the beginning of year, mainly due to an increase in reserved commodity to serve the shopping needs for Tet holiday and other holidays at the beginning of year of PNJ and subsidiaries. At the same time, the increasing of the gold price also was a factor to increase the value of inventory (at the beginning of 2011: about VND 36 million per tael, at the end of 2011: about VND 41 million per tael).
· Fixed asset (including: tangible fixed asset, intangible fixed asset and construction in progress) compared to that at December 31st, 2010 increased 26,52% mainly arise at PNJ. In year, PNJ invested in building No 174 Le Thanh Ton street, Ward 1, HCMC, repaired  and used building No 123 Hung Vuong street, Hai Chau Ward, Da Nang city, further invested some machines, equipments for serving business, etc. At the same time, construction in progress increased more VND 19,5 billions that includes costs of designing, building factory and store system of PNJ.
· Long-term financial investment:
· With regard to PNJ Corporation: long-term financial investment reduced 4,94% because in 2011, PNJ invested safely without more invested and transferred some investment items.
· With regard to PNJ in particular: long-term financial investment reduced 4,56% compared to that at the end of 2010, mainly due to:
· Transferred all shares of Kinh Do Real Estate JSC with value of VND 23 billions.

· Liquidated associated company Hong Via Na Gas Cylinders Co., Ltd with liquidation value of more than VND 10,7 billions, achieved profit of more than VND 2 billions.

· Extracted the provision for decline in long-term investment value more VND 23,3 billion (details shown in section 3.4 of Investment situation below)

· In addition, PNJ contributed VND 10 billion to establish one subsidiary with name PNJ Inspection One-member Co., Ltd according to the Resolution of the shareholders’ general meeting in 2010.

· Other non-current asset reduced 7,46% compared to that of 2011. Equivalent value of this item is VND 191 billions, mainly is investment value of cylinders (accounted in account of non-current prepaid expenses) of Dai Viet Energy JSC.

3.3. Account payable:
Compared to the beginning of 2011, account payable of PNJ Corporation increased 27,54%, specifically by: 

· Current loans decreased 36,39% because PNJ reduced gold loans in Current nearly VND 600 billion and increased dollar loans up to VND 46 billion; PNJ and subsidiaries increased loans in VND about VND 94 billion. 
· Other Current debt increased 28,11%, mainly increasing some items such as trade account payables, tax and other payables, payables to employees, etc in normal business situation of PNJ and subsidiaries.
· Non-current liabilities increased more than 4,3 times because PNJ increased non-current loans in gold (instead of Current loans in gold as the Circular No 11/2011/TT-NHNN did not permit Current loans in gold). At the end of 2011, the proportion of non-current liabilities/ total capital of the PNJ Corporation increased from 6,1% to 27,24%)
Overall, in 2011, PNJ Corporation in general and PNJ in particular still continue to use effectively the debt leverage to improve the profit with proportion of debt/ total asset to approximately 60,48% for PNJ Corporation and 60,05% for PNJ. Although the loans in cash (VND, USD) and in gold increased, according to the evaluation of the Board of supervisor, PNJ always balanced of loan items to limit the risk if having price fluctuation, especially, PNJ always balanced between lending gold and inventory gold as for the loans in gold.

3.4. Investment situation:
As presented above, in 2011, PNJ applied safely investment objective and restructured the portfolio in some subsidiaries and associated companies, etc, focused on major business field. Details for non-current financial investment items at the time of December 31st, 2011 of PNJ as follows:

	Section
	Number of shares
	Owner’s Ratio
	Investment value (VND)
	Book value of investment 
(VND/share)

	1. Investment in subsidiaries:
	
	
	90.000.000.000
	

	Dai Viet Energy JSC
	7.000.000 
	70%
	70.000.000.000
	10.000

	CAO Fashion Company
	
	100%
	10.000.000.000
	

	PNJ Inspection One-member Co., Ltd
	
	100%
	10.000.000.000
	

	2. Investment in associated company and joint venture: 
	
	
	230.474.829.680
	

	Dong A Land JSC
	9.186.630
	30,62%
	91.866.300.000
	10.000

	Sai Gon Fuel JSC (SFC)
	5.134.708
	49,99%
	138.608.529.680
	26.994

	3. : Share Investment
	
	
	462.989.058.400
	

	Dong A Bank
	34.646.625
	
	356.775.363.400
	10.296

	Sai Gon M&C Real Estate JSC.
	2.615.215
	
	65.380.375.000 
	25.000

	Que Huong Liberty Joint Stock Company (1)
	916.662
	
	42.499.920.000
	46.364

	4. Other investment
	
	
	10.089.500.000
	

	Hoang Minh Giam project
	
	
	10.089.500.000
	

	5. Provision for investment devaluation
	
	
	34.178.223.355
	

	5.1. Provision for deduction in 2008
	
	
	10.800.000.000
	

	Que Huong Liberty JSC
	
	
	10.800.000.000
	

	5.2. Provision for deduction in 2011
	
	
	23.378.223.355
	

	Dong A Land JSC
	
	
	11.030.454.153
	

	Dong A Bank
	
	
	10.324.694.250
	

	Sai Gon Fuel JSC (SFC)
	
	
	2.023.074.952
	

	Total
	761.041.764.725
	


Notes:
(1)  In 2011, 8.333 convertible bonds of Que Huong Liberty Joint Stock Company with value of VND 1.666.600.000 were converted into share with the respective quantity of 83.330, raised the total of shares of Que Huong Liberty that PNJ Joint Stock Company owns 916.662 shares with total investment value VND 42.499.920.000, the average price of share to invest is VND 46.364 per share.
Book value of investment item after deducting provision at December 31st, 2011:
	Section
	Investment value
	Investment Value after Provision
	Book Value after Provision
(VND/share)

	Que Huong Liberty JSC
	42.499.920.000
	30.033.320.000
	34.582

	Dong A Land JSC
	91.866.300.000
	80.835.845.847
	8.800

	Dong A Bank
	356.775.363.400
	346.450.669.150
	10.000

	Sai Gon Fuel JSC (SFC) 
	138.608.529.680
	136.585.481.728
	26.600


According to the Board of supervisor, the investment of PNJ is almost safe at present; the book value of investment is equal to par value or less than the market price at December 31st, 2011, except for the items deducted provision with the price that is equivalent to the trading price on the market at December 31st, 2011, as analyzed above.

3.5. Evaluating some financial ratios (at December 31st, 2011):
	Ordinal Number
	Item(2)
	PNJ Corporation
	PNJ

	1
	Return on equity (Profit after tax/ Owner’s equity) 
	23,65%
	23,27%

	2
	Return on charter capital (Profit after tax  / Charter Capital)
	42,92%
	40,29%

	3
	Return on assets (Profit after tax/Total Assets) (ROA)
	9,55%
	9,89%

	4
	Net Profit Margin (Profit after tax / Net sales)
	1,43%
	1,40%

	5
	Gross Profit Margin (Gross profit/ Net Sales)
	4,11%
	3,67%

	6
	Total Asset Turnover
	6,66 turnover
	7,07 turnover

	7
	Inventory Turnover
	20,88 turnover
	20,80 turnover

	8
	Fixed Asset Turnover
	47,83 turnover
	51,10 turnover

	9
	Average Collection Period
	1,30 days
	1,18 days

	10
	Total Debt/ Total Assets
	60,48%
	60,03%

	11
	Current Ratio
	1,65 times
	1,71 times

	12
	Quick Ratio (3)
	0,65 times
	0,65 times


Notes:

(2)   :   These items are calculated by average method: (opening balance + closing balance)/2
(3)  :    Be calculated on the basis of materials, finished products and goods of gold, silver, precious stones, etc and be monitored in the form of the inventory according to industry-specific.

In general, some ratios evaluating operational efficiency and financial ratio of PNJ and PNJ Corporation in 2011 show the stability and rather safety in business operation.

4. VERIFICATION OF PROFIT DISTRIBUTION PLAN IN 2011:

According to the statement of profit distribution in 2011 of BOD which is scheduled to submit to Shareholders’ general meeting, the Board of supervisor evaluates the profit distribution plan in 2011 to comply with the Law and Charter of PNJ as well as ensure dividend payout plan in 2011 adopted by the Annual Meeting of Shareholders (25%). Specifically:

4.1   Dividend payout:
· 1st advance payment with the ratio is 10% - corresponding to VND 59.998.433.000
 (According to the Resolution No 842/2011/NQ-HĐQT-CTY of the BOD on July 04th, 2011)  

· 2nd advance payment with the ratio is 10% - corresponding to VND 59.998.433.000
(According to the Resolution No 1854/2011/NQ-HĐQT-CTY of BOD on December 19th, 2011)  
· The BOD is scheduled to submit the shareholders’ general meeting to pass the dividend payout ratio of 25% in 2011. Accordingly, PNJ will distribute to shareholders dividend in the third time with the ratio of 5%, corresponding to VND 29.999.216.500.

=> The total of dividend payout ratio is 25%, corresponding to:

  VND 149.996.082.500
4.2   Deduction for funds:



                                 VND 91.713.667.160
	a.   Finance reserve fund
      (5% Profit after tax)

b. Operation Development fund
c. Incentive – Benefit fund
       (10% Profit after tax)
d. Operation fund of the BOD and the   Board of Supervisor 
e. Operation fund of the Board of Management
	VND 12.085.000.000 

VND 45.000.000.000 

VND 24.170.000.000

VND 1.200.000.000 
VND 4.500.000.000




4.3    Retained earnings:

                              
                       VND 4.758.667.160

5. CONCLUSION - PROPOSAL:

In 2011, economic situation continues to face with difficulties such as the fluctuation of gold and foreign currency, interest rising, etc. These difficulties affect on production and business of PNJ and subsidiaries. However, the BOD, the Management Board and all of officers and staffs of PNJ and subsidiaries have made great efforts to achieve exceeded business results as analyzed above.


Besides, through the control and evaluation about operation in all aspects of PNJ and subsidiaries, the Board of supervisor had some proposals to the BOD and Management Board of PNJ as follows:

5.1 Proposal to the BOD:

· At present, PNJ is exploiting financial leverage effectively and still controlling the risk. However, the BOD should also build the plan of capital mobilization early to submit the shareholders’ general meeting to meet the demand of operating capital as well as ensure sustainable and long-term growth target of PNJ.

·  Propose to the BOD about investment plan of PNJ’s office and headquarter to correspond to stature, to comply with position and internal force of PNJ considered as the emphasis point in the image-building strategy of PNJ.
·  At present, PNJ focuses on business of gold, silver, precious stone, jewelry – this is defined as core competence of PNJ, the restructuring of investment portfolio and the divestment from some fields which are not considered as strong points and have no efficiency of PNJ have been carrying out. However, the Board of supervisor also proposed to the BOD to promote the divestment speed in some appointed companies to recover capital. In addition, as for some potential units, proposing the BOD to share management capability to continue supporting these companies to develop in the future.

5.2 Proposal to the Board of Management (BOM):
· Propose the BOM to early select the appropriate plan and consider operating model as well as development plan of jewelry enterprises to exploit effectively after completion of factory construction and moving jewelry enterprise in 2012. At the same time, propose the BOM of PNJ to build effectively plan of exploitation existing headquarters’ ground after moving the jewelry enterprise to new factory.

· At present, PNJ manages the risk objectively and quite successfully. However, propose the BOM of PNJ to invest more in risk prevention (even with the internal risks).

· In recent years, PNJ has expanded its operations in many fields and also had many policies to improve and strengthen the organization and management. However, the Board of supervisor proposes the BOM of PNJ to more concern about HR policy and income policy of workers to avoid the fluctuation of HR. At the same time, enhance awareness training for employees and build staffs of personnel department professionally with the aim to meet personnel strategies of PNJ.
· In past years, PNJ continued to promote and focuses on retails of jewelry products and achieved many successes, so that, proposing the BOM to contine market research and expand business network.
· At the present, PNJ are hiring Consulting company to restructure the operation of PNJ in all aspects, so that, proposing the BOM to consider and evaluate the result of the restructuring in each period to timely adjust without  affecting the PNJ’s operation.

· PNJ has continued to implement ERP project (project name is XMAN), this project has brought relative result with sale system and now PNJ is applying for production system. The Board of supervisor proposes the BOM to promote further implementation progress to early apply with the aim to gain good results in production management.

· The BOM needs to promote the computerization to serve administration manages the operation of PNJ and subsidiaries via the survey and evaluation of real needs as well as further invests management programs for accounting and administration.
The above is the Report on controlling operation of PNJ in 2011 that The Board of Supervisor submits to 2012 Annual Meeting of Shareholders. By the way, the Board of Supervisor also would like to thank the BOD, the BOM; departments of PNJ in helping for the Board of Supervisor carry out our tasks in recent times.
ON BEHALF OF THE BOARD OF SUPERVISOR
HEAD

(Signed)
TRUONG NGUYEN THIEN KIM
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