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PHU BEN TEA COMPANY LIMITED
Thanh Ba Town, Thanh Ba District
Phu Tho Province, S.R. Vietham

STATEMENT OF THE BOARD OF DIRECTORS

The Board of Directors of Phu Ben Tea Company Limited (the *Company”) presents this report together
with the Company’s financial statements for the year ended 31 December 2018.

THE MEMBERS’ COUNCIL AND BOARD OF DIRECTORS

The members of the Members’ Council and Board of Directors of the Company who held office during
the year and to the date of this report are as follows:

Members’ Council

Mr. Khaitan Aditya Chairman
Mr. Takru Rajeev Member
Mr. Baheti Kamal Kishore Member

Board of Directors

Mr. Syed Nishat Hussain General Director
Mr. Nguyen Luong Duyen Deputy General Director
Ms. Nguyen Xuan Hoa Deputy General Director

BOARD OF DIRECTORS’ STATEMENT OF RESPONSIBILITY

The Board of Directors of the Company is responsible for preparing the financial statements, which
give a true and fair view of the financial position of the Company as at 31 December 2018, and its
financial performance and its cash flows for the year then ended in accordance with Vietnamese
Accounting Standards, accounting regime for enterprises and legal regulations relating to financial
reporting. In preparing these financial statements, the Board of Directors is required to:

e Select suitable accounting policies and then apply them consistently;

¢ Make judgments and estimates that are reasonable and prudent;

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

e Prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the Company will continue in business; and

e Design and implement an effective internal control system for the purpose of properly preparing
and presenting the financial statements so as to minimize errors and frauds.

The Board of Directors is responsible for ensuring that proper accounting records are kept, which
disclose, with reasonable accuracy at any time, the financial position of the Company and that the
financial statements comply with Vietnamese Accounting Standards, accounting regime for enterprises
and legal regulations relating to financial reporting. The Board of Directors is also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and
detection of frauds and other irregularities.

The Board of Directors confirms that the Company has complied with the above requirements in
preparing these financial statements.

Director

Phu Tho, 15 March 2019
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= Deloitte Vietnam Company Ltd.
e|0|tte 15tMFloor, Vinaconex Tower, s
34 Lang Ha Street, Lang Ha Ward,
Dong Da District, Hanoi, Vietnam
Tel : +84 24 6288 3568

Fax:+84 24 6288 5678
Website: www.deloitte.com/vn

No.: 645‘ /VN1A-HN-BC
INDEPENDENT AUDITORS' REPORT

To: The Members’ Council and Board of Directors of Phu Ben Tea Company Limited

We have audited the accompanying financial statements of Phu Ben Tea Company Limited (the
“Company”) prepared on 15 March 2019 as set out from page 04 to page 22, which comprise the
balance sheet as at 31 December 2018, and the statements of income and cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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 3\ 125¢
necessary to enable the preparation of financial statements that are free from material misstatement, E )
whether due to fraud or error. 5NG ?
NHIEM |
Auditors’ Responsibility :LOIY
ET Ni
Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Vietnamese Standards on Auditing. Those standards require LR!
that we comply with ethical requirements and plan and perform the audit to obtain reasonable =,

assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the
Company’s preparation and fair presentation of the 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 Company’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 overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position
of the Company as at 31 December 2018, and its financial performance and its cash flows for the year
then ended in accordance with Viethnamese Accounting Standards, accounting regime for enterprises
and legal regulations relating to financial reporting.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Ltd., a UK private company limited by guarantee
(“"DTTL"), its network of member firms, and their related entities. DTTL and each of its member firms are legally
separate and independent entities. DTTL {also referred to as “Deloitte Global”) does not provide services to clients.
Please see www.deloitte.com/about for a more detailed description of DTTL and its member firms.
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Deloitte.

INDEPENDENT AUDITORS’ REPORT (Continued)

Emphasis of Matter

We draw attention to Note 2 of the Notes to the financial statements, the Company operated at a loss
in the financial year ended 31 December 2018 and had accumulated losses as at 31 December 2018
of VND 269,667,735,853 (as at 31 December 2017: VND 216,564,615,411). In addition, the
Company'’s current liabilities exceeded its current assets by VND 14,031,281,714 and negative cash
flow from operating activities of VND 18,156,415,996. The plan of the Board of Directors relating to
payment of maturing liabilities is presented in Note 2 of the Notes to the financial statements.

Our opinion is not modified in respect of this matter.

Vu Duc Nguyen Phan Ngoc Anh
Deputy General Director Auditor
Audit Practising Registration Certificate Audit Practising Registration Certificate

No. 0764-2018-001-1 No. 1101-2018-001-1
DELOITTE VIETNAM COMPANY LIMITED

15 March 2019
Hanoi, S.R. Vietnam
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FORM B 01-DN
Issued under Circular No.200/2014/TT-BTC -
dated 22 December 2014 of the Ministry of Finance

PHU BEN TEA COMPANY LIMITED
Thanh Ba Town, Thanh Ba District
Phu Tho Province, S.R. Vietnam

BALANCE SHEET

VI VR VRV VR R VI VR R VR VI VI VR T VI VR VR VR VR VR VR U VY R AR U

As at 31 December 2018

Unit: VND

ASSETS Codes Notes Closing balance Opening balance
A. CURRENT ASSETS 100 214,108,472,398 183,150,194,581
I. Cash 110 4 831,669,008 1,580,401,960
1. Cash 111 831,669,008 1,580,401,960
II. Short-term receivables 130 25,546,718,008 23,471,335,942
1. Short-term trade receivables 131 5 17,526,742,594 22,549,351,024
2. Short-term advances to suppliers 132 6 4,751,921,422 -
3. Other short-term receivables 136 3,268,053,992 921,984,918
III. Inventories 140 7 186,874,021,917 157,274,142,198
1. Inventories 141 186,874,021,917 157,274,142,198
IV. Other short-term assets 150 856,063,465 824,314,481
1. Value added tax deductibles 152 431,326,915 225,246,009
2. Taxes and other receivables from 153 11 424,736,550 599,068,472
the State budget AN\
B. NON-CURRENT ASSETS 200 225,933,408,361 238,659,399,703
N |
1. Long-term receivables 210 375,752,384 526,940,842 }/)
1. Other long-term receivables 216 375,752,384 526,940,842 '
i
II. Fixed assets 220 219,057,479,580 230,119,298,868
1. Tangible fixed assets 221 8 218,957,031,221 229,939,489,512
- Cost 222 401,973,920,190 395,300,391,421
- Accumulated depreciation 223 (183,016,888,969) (165,360,901,909)
2. Intangible assets 227 100,448,359 179,809,356
- Cost 228 775,629,996 736,413,996
- Accumulated amortisation 229 (675,181,637) (556,604,640)
III. Long-term assets in progress 240 4,073,991,797 4,150,669,206
1. Long-term construction in progress 242 9 4,073,991,797 4,150,669,206
IV. Other long-term assets 260 2,426,184,600 3,862,490,787
1. Long-term prepayments 261 2,426,184,600 3,862,490,787
TOTAL ASSETS (270=100+200) 270 440,041,880,759 421,809,594,284

The accompanying notes are an integral part of these financial statements
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PHU BEN TEA COMPANY LIMITED
Thanh Ba Town, Thanh Ba District
Phu Tho Province, S.R. Vietnam

FORM B 01-DN

Issued under Circular No.200/2014/TT-BTC
dated 22 December 2014 of the Ministry of Finance

N =

o O o2

[y

BALANCE SHEET (Continued)

As at 31 December 2018

RESOURCES

LIABILITIES

Current liabilities

Short-term trade payables

Taxes and amounts payable to the
State budget

Payables to employees

Short-term accrued expenses
Other current payables
Short-term loans and obligations
under finance leases

Long-term liabilities
Long-term loans and obligations
under finance leases

EQUITY

Owner’s equity

Owner’s contributed capital
Accumulated losses

- (Losses) accumulated to the prior
year end

- (Losses) of the current year

TOTAL RESOURCES
(440=300+400)

Nguyen Thi Nam Thuong
Preparer/Chief Accountant

15 March 2019

Codes Notes

300

310
311
313

314
315
319
320

330
338

400
410
411

421
421a

421b

440

10
11

12

13

14

15

Closing balance

Unit: VND

Opening balance

312,965,754,112

228,139,754,112
24,752,116,583
3,950,321,959

2,450,916,585
79,162,332,898
2,403,575,257
115,420,490,830

84,826,000,000
84,826,000,000

127,076,126,647

127,076,126,647
396,743,862,500
(269,667,735,853)

451,141,347,195

173,652,347,195
3,954,208,559
3,003,630,385

3,137,194,703
57,900,854,570
4,173,588,662
101,482,870,316

277,489,000,000
277,489,000,000

(29,331,752,911) =
z /oﬁ
- i
(29,331,752,911)_ 0%

187,232,862,5004
(216,564,615,411}) /

(216,564,615,411) (167,965,205,215)/ :
(53,103,120,442) (48,599,410,196) :_
!

440,041,880,759 421,809,594,284

The accompanying notes are an integral part of these financial statements
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PHU BEN TEA COMPANY LIMITED
Thanh Ba Town, Thanh Ba District
Phu Tho Province, S.R. Vietnam

FORM B 02-DN

Issued under Circular No.200/2014/TT-BTC

dated 22 December 2014 of the Ministry of Finance

INCOME STATEMENT

For the year ended 31 December 2018

Codes Notes

ITEMS

1. Gross revenue from goods sold 01
and services rendered

2. Cost of sales 11

3. Gross profit from goods sold and 20
services rendered (20=01-11)

4. Financial income 21

5. Financial expenses 22
- In which: Interest expense 23

6. Selling expenses 25

7. General and administration expenses 26

8. Operating losses 30
(30=20+(21-22)-(25+26))

9. Other income 31

10. Other expenses 32

11. Profit from other activities 40
(40=31-32)

12. Accounting loss before tax 50
(50=30+40)

13. Current corporate income tax expense 51
14. Net losses after corporate income 60

tax (60=50-51)

Nguyen Thi Nam Thuong
Preparer/Chief Accountant

15 March 2019

17

19

20
20

21

Unit: VND

Current year Prior year
256,507,521,316 242,591,170,134
246,439,095,481 234,972,072,562
10,068,425,835 7,619,097,572
864,252,922 1,893,088,765
32,858,554,159 23,829,165,942
22,625,928,909 22,456,292,131

13,946,162,814
17,632,865,421
(53,504,903,637)

1,677,112,427
1,275,329,232

15,874,435,650
18,677,820,967
(48,869,236,222)

1,545,155,375
1,275,329,349

401,783,195 269,826,026
(53,103,120,442) (48,599,410,196)
(53,103,120,442) (48,599,410,196)

The accompanying notes are an integral part of these financial statements

6
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PHU BEN TEA COMPANY LIMITED
Thanh Ba Town, Thanh Ba District

Phu Tho Province, S.R. Vietham

FORM B 03-DN

Issued under Circular No.200/2014/TT-BTC
dated 22 December 2014 of the Ministry of Finance

CASH FLOW STATEMENT
For the year ended 31 December 2018

ITEMS Codes
I. CASH FLOWS FROM OPERATING ACTIVITIES
1. Losses before tax 01
2. Adjustments for:
Depreciation and amortisation of fixed assets 02
Foreign exchange loss/(gain) arising from 04
translating foreign currency items
Gain from investing activities 05
Interest expense 06
3. Operating losses before movements in 08
working capital
(Increase)/decrease in receivables 09
Increases in inventories 10
Increases in payables (excluding accrued loan 11
interest and corporate income tax payable)
Decrease/(increase) in prepaid expenses 12
Interest paid 14
Net cash (used in)/generated by 20
operating activities
II. CASH FLOWS FROM INVESTING ACTIVITIES
1. Acquisition and construction of fixed assets 21
and other long-term assets
2. Interest earned, dividends and profits received 27
Net cash used in investing activities 30
II1I. CASH FLOWS FROM FINANCING ACTIVITIES
1. Proceeds from borrowings 33
2. Repayment of borrowings 34
Net cash generated by/(used in) 40
financing activities
Net (decrease)/increase in cash 50
(50=20+30+40)
Cash and cash equivalents at the 60
beginning of the year
Effects of changes in foreign exchange rates 61
Cash and cash equivalents at the end of 70

the year (70=50/-|/-60+61)

Vak

v

Nguyen Thi Nam Thuong
Preparer/Chief Accountant

15 March 2019

Unit: VND
Current year Prior year
(53,103,120,442) (48,599,410,196)

17,774,564,057
8,010,206,186

(10,583,440)
22,625,928,909
(4,703,004,730)

(1,955,942,592)
(29,599,879,719)
19,746,730,778

1,436,306,187
(3,080,625,920)
(18,156,415,996)

(6,636,067,360)

10,583,440
(6,625,483,920)

198,789,123,604
(174,750,094,659)

18,063,776,178
(188,436,654)

(3,527,709)
22,456,292,131
(8,271,306,250)

22,594,333,483
(10,595,375,302)
5,349,704,055

(1,361,588,192)

(2,175,570,194)
5,540,197,600

(1,034,324,067)

3,527,709
(1,030,796,358)

150,123,964,046
(153,573,453,775)

24,039,028,945 (3,449,489,729)
(742,870,971) 1,059,911,513
1,580,401,960 559,137,848
(5,861,981) (38,647,401)
831,669,008 1,580,401,960

The accompanying notes are an integral part of these financial statements
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PHU BEN TEA COMPANY LIMITED FORM B 09-DN
Thanh Ba Town, Thanh Ba District Issued under Circular No.200/2014/TT-BTC
Phu Tho Province, S.R. Vietnam dated 22 December 2014 of the Ministry of Finance

NOTES TO THE FINANCIAL STATEMENTS
These notes are an integral part of and should be read in conjunction with the accompanying financial statements

1. GENERAL INFORMATION
Structure of ownership

Phu Ben Tea Company Limited (the “Company”) was originally established as a joint venture
between Vietnam National Tea Corporation (VINATEA), the Vietnamese party, and Sea
Holdings S.A., the foreign party, under Investment License No. 1162/GP dated 08 March 1995,
issued by the Ministry of Planning and Investment (MPI) of Vietnam.

The Ministry of Planning and Investment of Vietnam approved the transfer of the total
Vietnamese Party’s contributed capital to S.A. Sipef NV (incorporated in Belgium) in amended
Investment License No. 1162A/GP dated 30 October 2003. The Company is currently a wholly
foreign-owned entity. Accordingly, the Company’s name was changed from Phu Ben Tea Joint
Venture Company to Phu Ben Tea Company Limited. The operating duration of the Company
is 50 years from the date of the first Investment License.

On 31 December 2008, Phu Ben Tea Company Limited, S.A. Sipef NV and Borelli Tea Holdings
Ltd. (incorporated in the United Kingdom) entered into an agreement in which S.A. Sipef NV
transferred its total charter capital to Borelli Tea Holdings Ltd.

According to the 7t amendment of Investment Certificate No. 181 043 000 050 issued by Phu

Tho Province People’s Committee dated 12 November 2014, the owner of the Company is =
Borelli Tea Holdings Ltd. 112
The number of employees of the Company as at 31 December 2018 was 1,932 (31 December IN(
2017: 1,793). NHIE
The Company’s head office is located in Thanh Ba Town, Thanh Ba District, Phu Tho Province, !‘0
Vietnam. =

Operating industry and principal activities "L

The Company operates in the agricultural product manufacturing.

The principal activities of the Company are to plant, cultivate, purchase and process tea for
selling domestically and abroad; and to plant, cultivate, purchase and process agricultural
products.

Normal production and business cycle

The Company’s normal production and business cycle is carried out for a time period of 12
months or less.

Disclosure of information comparability in the financial statements

Comparative figures are the figures of the audited financial statements for the year ended 31
December 2017.
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PHU BEN TEA COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued) FORM B 09-DN -

ACCOUNTING CONVENTION AND FINANCIAL YEAR

Accounting convention

The accompanying financial statements, expressed in Vietnam Dong (VND), are prepared
under the historical cost convention and in accordance with Vietnamese Accounting Standards,
accounting regime for enterprises and legal regulations relating to financial reporting.

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

As at 31 December 2018, the Company’s current liabilities exceeded current assets with the
amount of VND 14,031,281,714. During the year, the holding Company converted loan of
USD 9,000,000 into equity, therefore, the owner’s equity became positive in the amount of
VND 127,076,126,647 (31 December 2017: negative in the amount of VND 29,331,752,911).
The Company incurred losses of VND 53,103,120,442 in the financial year ended 31 December
2018 (loss of VND 48,599,410,196 in the financial year ended 31 December 2017).
Accumulated loss as of 31 December 2018 was VND 269,667,735,853 (as of 31 December
2017: VND 216,564,615,411). In addition, the cash flow from operating activities in the
financial year ended 31 December 2018 of the Company is negative in the amount of VND
18,156,415,996. The Board of Directors have made evaluation and proposed several solutions
to ensure its ability to pay maturing liabilities including: negotiating with commercial banks to
enter new agreements or renew the existing ones, generating higher selling price/cash flows
from sales of products, reducing cost of production/cost of sales, as well as achieving the
commitments from its parent company to continue providing financial supports when needed.
The Board of Directors believed that under the aforementioned plans, the Company shall be
able to generate sufficient cash flows to support its own operations and payment of maturing
liabilities. Therefore, the Board of Directors assessed that it is appropriate to prepare the
financial statements on a going concern basis.

Financial year

The Company’s financial year begins on 01 January and ends on 31 December.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies, which have been adopted by the Company in the
preparation of these financial statements, are as follows:

Estimates

The preparation of financial statements in conformity with Vietnamese Accounting Standards,
accounting regime for enterprises and legal regulations relating 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 date of the financial
statements and the reported amounts of revenues and expenses during the financial year.
Although these accounting estimates are based on the management’s best knowledge, actual
results may differ from those estimates.

Cash
Cash comprises cash on hand and bank demand deposits.

Receivables

Receivables represent the amounts recoverable from customers or other debtors and are
stated at book value less provision for doubtful debts.
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PHU BEN TEA COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued) FORM B 09-DN

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.

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost comprises direct
materials and where applicable, direct labour costs and those overheads that have been
incurred in bringing the inventories to their present location and condition. Cost is calculated
using the weighted average method. Net realizable value represents the estimated selling
price less all estimated costs to completion and costs to be incurred in marketing, selling and
distribution.

The evaluation of necessary provision for inventory obsolescence follows current prevailing
accounting regulations which allow provisions to be made for obsolete, damaged, or sub-
standard inventories and for those which have costs higher than net realizable values as at
the balance sheet date.

Tangible fixed assets and depreciation
Tangible fixed assets are stated at cost less accumulated depreciation.

The costs of purchased tangible fixed assets comprise their purchase prices and any directly
attributable costs of bringing the assets to their working condition and location for their
intended use.

The costs of tangible fixed assets constructed by contractors are the finally accounted cost of
the work and directly related expenses, if any.

Tangible fixed assets are depreciated using the straight-line method over their estimated
useful lives as follows:

Current year

Years
Buildings, structures 20 - 40
Machinery, equipment 12
Tea plantation areas and land improvements 33.33
Office equipment 5-8
Motor vehicles 3-10

Intangible assets and amortization

Intangible assets represent the value of accounting software that are stated at cost less
accumulated amortisation. These are amortized using the straight-line method over their
estimated useful lives.

Construction in progress

Properties in the course of construction for production, rental or administrative purposes, or
for the purposes not yet determined, are carried at cost. Cost includes costs that are necessary
to form the assets in accordance with the Company’s accounting policy. Depreciation of these
assets, on the same basis as other property assets, commences when the assets are ready
for their intended use.

10
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PHU BEN TEA COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued) FORM B 09-DN

Long-term prepayments

Long-term prepayments comprise costs of small tools, supplies and spare parts issued for
consumption, which are expected to provide future economic benefits to the Company for one
year or more. These expenditures have been capitalised as long-term prepayments, and are
allocated to the income statement using the straight-line method in accordance with the
current prevailing accounting regulations.

Payable provisions

Payable provisions are recognised when the Company has a present obligation as a result of
a past event, and it is probable that the Company will be required to settle that obligation.
Provisions are measured at the management’s best estimate of the expenditure required to
settle the obligation as at the balance sheet date.

Revenue recognition

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

a) the Company has transferred to the buyer the significant risks and rewards of ownership
of the goods;

b) the Company 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 th
Company; and =

e) the costs incurred or to be incurred in respect of the transaction can be measured re1iablliy.

Foreign currencies

Transactions arising in foreign currencies are translated at exchange rates ruling at the
transaction date. The balances of monetary items denominated in foreign currencies as at the
balance sheet date are retranslated at the exchange rates on the same date. Exchange
differences arising from the translation of these accounts are recognised in the income

statement.

Borrowing costs

Borrowing costs are recognised in the income statement in the year when incurred unless they
are capitalised in accordance with Vietnamese Accounting Standard No.16 “Borrowing costs”.
Accordingly, borrowing costs directly attributable to the acquisition, construction or production
of qualifying assets, which are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of those assets, until such time as
the assets are substantially ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending their expenditure on qualifying
assets is deducted from the cost of those assets. For specific borrowings for the purpose of
construction of fixed assets and investment properties, borrowing costs are capitalised even
when the construction period is under 12 months.

11
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PHU BEN TEA COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued) FORM B 09-DN

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from
profit before tax as reported in the income statement because it excludes items of income or
expense that are taxable or deductible in other years (including loss carried forward) and it
further excludes items that are never taxable or deductible.

Deferred tax is recognised on significant differences between carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation
of taxable profit and is accounted for using balance sheet liability method. Deferred tax
liabilities are generally recognised for all temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profit will be available against which
deductible temporary differences can be utilised.

Deferred tax is calculated at the tax rates that are expected to apply in the year when the
liability is settled or the asset realised. Deferred tax is charged or credited to profit or loss,
except when it relates to items charged or credited directly to equity, in which case the
deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied
by the same tax authority and the Company intends to settle its current tax assets and
liabilities on a net basis.

The determination of the tax currently payable is based on the current interpretation of tax
regulations. However, these regulations are subject to periodic variation and their ultimate

determination depends on the results of the tax authorities” examinations.

Other taxes are paid in accordance with the prevailing tax laws in Vietnam.

12
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PHU BEN TEA COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. CASH

Closing balance

FORM B 09-DN

Opening balance

Cash on hand
Bank demand deposits

VND VND
40,956,828 233,417,048
790,712,180 1,346,984,912
831,669,008 1,580,401,960

5. SHORT-TERM TRADE RECEIVABLES

Closing balance

Opening balance

Unilever Asia Private Limited Company
PT Sariwangi AEA (*)

Classic Tea Limited

Orimi Trade Jsc

Others

VND

6,944,351,800
4,280,360,920
3,845,864,389
2,396,233,350

59,932,135

VND

9,319,456,745
4,150,933,160
6,871,443,338
2,207,517,781

17,526,742,594

22,549,351,024

(*) Trade receivable from PT Sariwangi AEA incurred and overdue since 2015. During the year
2016, the customer renewed the term of payment into year 2016, 2017 and 2018, therefore,
an amount of VND 1,245,279,948 was presented as the long-term trade receivable as at 31
December 2016. However, as at 31 December 2018, the Company has not yet collected any
receivable from this customer. The Board of Directors assessed and believed that the Company
would successfully collect this receivable and hence did not make any provision.

6. SHORT-TERM ADVANCES TO SUPPLIERS
Closing balance Opening balance
VND VND
Tea farms 3,583,078,077 -
Mr. Hoang Van Hoan 957,761,800 =
Others 211,081,545 -
4,751,921,422 -

7. INVENTORIES

Closing balance

Opening balance

Raw materials (*)
Tools and supplies
Work in progress
Finished goods

VND

4,605,167,365
285,014,536
26,652,526,760
155,331,313,256

VND

4,876,356,361
322,692,968
11,000,735,827
141,074,357,042

186,874,021,917

157,274,142,198

(*) Raw materials mainly include the value of sub-materials to serve operations such as tea

packaging material, fertilizer, pesticide.
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PHU BEN TEA COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

9.

10.

LONG-TERM CONSTRUCTION IN PROGRESS

Cost of new tea plantation
Machinery under installation

SHORT-TERM TRADE PAYABLES

Purchasing
teams in farms
The Phong
Trading and
Services Co.,
Ltd.

Que Lam Phuong
Bac Co., Ltd.
Than Yen JSC
McLeod Russel
India Ltd.
Other suppliers

In which:
Trade payables
to related parties
(Details stated in
Note 23)

Closing balance

FORM B 09-DN

Opening balance

VND

3,874,629,556

VND

4,150,669,206

199,362,241 =

4,073,991,797 4,150,669,206

Closing balance Opening balance

VND VND

Amount Amount able to Amount Amount able to
be paid off be paid off

15,376,710,544

2,339,389,056

15,376,710,544

2,339,389,056

1,045,530,283

1,045,530,283

2,385,962,076 2,385,962,076 - -
246,461,235 246,461,235 246,461,235 246,461,235
91,215,998 91,215,998 595,596,238 595,596,238
4,312,377,674 4,312,377,674 2,066,620,803 2,066,620,803
24,752,116,583 24,752,116,583 3,954,208,559 3,954,208,559
91,215,998 91,215,998 595,596,238 595,596,238
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PHU BEN TEA COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS

11.

12.

FORM B 09-DN

TAXES AND AMOUNTS RECEIVABLE FROM/ PAYABLE TO THE STATE BUDGET

Payable/
Opening Receivable Paid/Received Closing
balance during the year during the year balance
VND VND VND VND
Value added tax (599,068,472) 899,169,144 724,232,153 (424,131,481)
Import duty = 231,939,920 232,544,989 (605,069)
Land rentals - 875,716,213 875,716,213 -
Personal income tax 96,731,924 625,618,363 619,229,596 103,120,691
Withholding tax 2,906,898,461 1,051,472,307 111,169,500 3,847,201,268
2,404,561,913 3,683,915,947 2,562,892,451 3,525,585,409
In which:
- Taxes and amounts 3,003,630,385 3,950,321,959
payable to the State
budget
- Taxes and other (599,068,472) (424,736,550)

receivables from the
State budget

SHORT-TERM ACCRUED EXPENSES

Interest expense
Royalty fee

Selling expenses
Technical assistance fee
Others

16

Closing balance

Opening balance

VND

71,138,581,624
4,622,965,743
1,742,334,091
1,080,339,996

578,111,444

VND

51,362,322,406
3,858,493,704
1,335,626,343
1,080,387,500
264,024,617

79,162,332,898

57,900,854,570
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PHU BEN TEA COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

15.

16.

Long-term loans are repayable as follows:

Closing balance

FORM B 09-DN

Opening balance

On demand or within one year
In the second year

In the third to fifth year inclusive
After five years

VND

1,162,000,000

84,826,000,000

VND

11,372,500,000
13,647,000,000
70,509,500,000
193,332,500,000

85,988,000,000

288,861,500,000

Less: Amount due for settlement within
12 months (shown under current liabilities)

1,162,000,000

11,372,500,000

Amount due for settiement after 12 months 84,826,000,000 277,489,000,000
OWNER'S EQUITY
Movement in owner’s equity

Owner’s Accumulated Total

contributed (losses)
capital
VND VND VND

Prior year's opening balance 187,232,862,500 (167,965,205,215) 19,267,657,285
Loss for the year - (48,599,410,196) (48,599,410,196)
Current year’s opening 187,232,862,500 (216,564,615,411) (29,331,752,911)

balance

Conversion of loan to capital 209,511,000,000
contribution (*)

Loss for the year

(53,103,120,442)

209,511,000,000

(53,103,120,442)

Current year’s closing 396,743,862,500

balance

(269,667,735,853)

127,076,126,647

(*) OH 07 December 2018, Borelli Tea Holdings Ltd. decided to convert a portion of long-term
loan with the value of USD 9,000,000 into owner's contributed capital.

Investment capital and charter capital

According to the Company’s amended Investment Certificate, the Company’s investment
capital and charter capital are USD 30,011,000 and USD 11,250,000, respectively. As at 31
December 2018, the Company’s charter capital was contributed by the owner as follows:

Per amended

Contributed capital

Investment
Certificate

Closing balance

Opening balance

uUsD

Borelli Tea Holdings Ltd. 11,250,000

VND equivalent

396,743,862,500

VND equivalent

187,232,862,500

11,250,000

396,743,862,500

187,232,862,500

As at 31 December 2018, the owner’s contributed capital is USD 20,250,000. The Company
is in the process of changing its Investment Certificate to update information regarding the

Company's charter capital.

OFF BALANCE SHEET ITEMS

Closing balance

Opening balance

Foreign currency (included in cash balance under Note 4)

United States Dollar (USD)

19
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PHU BEN TEA COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

17.

18.

19.

20.

REVENUE FROM GOODS SOLD

Current year

FORM B 09-DN

Prior year

Exported sales
Domestic sales

VND

247,964,563,816
8,542,957,500

VND

228,214,477,635
14,376,692,499

PRODUCTION COST BY NATURE

Raw materials and consumables
Labour

Depreciation and amortisation
Out-sourced services

Other monetary expenses

256,507,521,316 242,591,170,134
Current year Prior year
VND VND

196,527,150,111
47,364,161,047
17,774,564,053
26,397,127,503
21,139,197,381

173,242,926,470
44,816,659,630
18,063,776,178
24,999,616,967
18,415,793,194

FINANCIAL EXPENSES

Interest expense

Foreign exchange translation loss on revaluation of
monetary items

Foreign exchange translation loss on conversion of
long-term loan to owner's equity

Realized foreign exchange loss

309,202,200,095 279,538,772,439
Current year Prior year
VND VND

22,625,928,909
3,555,206,186

4,455,000,000

2,222,419,064

22,456,292,131
267,894,858

1,104,978,953

32,858,554,159

23,829,165,942

SELLING EXPENSES AND GENERAL AND ADMINISTRATION EXPENSES

Selling expenses

Labour costs

Tools supplies and allocations
Out-sourced services

Other monetary expenses

Current year Prior year
VND VND
502,424,534 390,303,659
916,537,334 469,392,202

7,805,995,793
4,721,205,153

9,820,261,606
5,194,478,183

13,946,162,814

15,874,435,650

General and administration expenses
Labour costs

Tools supplies and allocations
Depreciation and amortization expenses
Other monetary expenses

5,641,695,618

794,451,215
1,443,618,331
9,753,100,257

6,101,941,927
1,661,837,863
1,690,000,701
9,224,040,476

17,632,865,421

18,677,820,967
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PHU BEN TEA COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Continued)

FORM B 09-DN°

21, CURRENT CORPORATE INCOME TAX EXPENSE
Current year Prior year
VND VND
(Losses) before tax (53,103,120,442) (48,599,410,196)
Adjustments for taxable profit
Less: non-taxable income -
Add back: non-deductible expenses - -
Loss carry-forward - -
Taxable profit (53,103,120,442) (48,599,410,196)
Tax rate 10% and 20% 10% and 20%
Corporate income tax expense based on - -
taxable profit in the current year
The Company is obliged to pay corporate income tax at the rate of 10% of its taxable profit
for main business activities. Other incomes are entitled to the tax rate of 20%.
As at 31 December 2018, the Company has taxable losses available to offset against future
profits within 5 years since the year loss incurred. No deferred tax asset has been recognized
due to the uncertainty of future profits.
22. COMMITMENTS
Operating lease commitments
The Company uses the land areas of 10.72 hectares and 0.34 hectares under operating leases
at the respective annual rental charges of USD 200 and USD 4,200 per hectare. In addition,
the Company also has 2,184 hectares of tea plantations with the existing annual rental charge
of USD 10 per hectare and 26.53 hectares of agricultural land entitled to tax exemption. Land
lease contracts are valid for about 38 years to 50 years from the signing dates. These land
rental.charges will be reviewed every 5 years but the margin rate will not exceed 15% of the
charges of previous years.
As at the balance sheet date, the Company had outstanding land rental commitment which
falls due as follows:
Closing balance Opening balance
VND VND
Within one year 875,716,213 857,762,190
In the second to fifth year inclusive 3,502,864,852 3,431,048,760
After five years 19,265,756,686 19,728,530,370
23,644,337,751 24,017,341,320
23. RELATED PARTY TRANSACTIONS AND BALANCES

List of related parties with significant transactions and balances for the year:

Related party Relationship

Borelli Tea Holdings Ltd. Parent company

McLeod Russel Middle East Ltd. Affiliate

McLeod Russel India Ltd. Ultimate parent company
21
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PHU BEN TEA COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

FORM B 09-DN-°

During the year, the Company entered into the following significant transactions with its

related parties:

MclLeod Russel India Ltd.
Technical assistance fee

McLeod Russel Middle East Ltd.
Sales

Borelli Tea Holdings Ltd.

Interest expense

Royalty fee

Conversion of loan to capital contribution
Principal paid in the year

Board of Directors' remuneration
Board of Directors' remuneration

Current year Prior year
VND VND

1,080,339,996 1,137,250,000

172,374,840 9,500,485,769

19,551,578,987 19,262,905,804
738,088,071 2,282,144,779
209,511,000,000 =
= 11,295,000,000

1,273,308,855 1,272,029,354

Significant related party balances as at the balance sheet date were as follows:

Mcleod Russel India Ltd.
Technical assistance fee payable
Software-licenses fee payable

Borelli Tea Holdings Ltd.
Long-term loans

Current portion of long-term loans
Royalty payable

Interest payable

Closing balance Opening balance
VND VND

1,080,339,996
91,215,998

1,080,387,500
595,596,238

84,826,000,000
1,162,000,000
4,622,965,743
71,138,581,624

277,489,000,000
11,372,500,000
3,858,493,704
51,309,170,841

24. SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Supplemental non-cash disclosures

Cash outflows for purchases of fixed assets and construction in progress during the year
exclude an amount of VND 957,761,800 representing an advance to purchase fixed assets
and constructions in progress during the year (2017: VND 957,761,800) but have not been
paid. Consequently, changes in accounts payable have been adjusted by the same amount.

A

Nguyen Thi Nam Thuong
Preparer/Chief Accountant

15 March 2019
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