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STATEMENT
 On approving the adjustment of targets of 2022 production and business plan
    
 To: 2022 extraordinary General Meeting of Shareholders
Vietnam National Petroleum Group (Petrolimex)



Pursuant to:
- Law on Enterprises No. 59/2020/QH14 dated 17th June 2020;
- Document No. 1990/UBQLV-CN dated December 5, 2022 of the Commission for the Management of State Capital at Enterprises on the approval of the Production, Business and Development Investment Plan for the 2021-2025 period of Petrolimex;
	- Document No. 1991/UBQLV-CN dated December 5, 2022 of the Commission for the Management of State Capital at Enterprises on the approval of Petrolimex's 2022 Extraordinary General Meeting of Shareholders;
- The Vietnam National Petroleum Group’s Charter approved by the General Meeting of Shareholders on 26th April 2021.
- Based on the situation of petroleum market in the world and in Vietnam in 2022. 
The Board of Management (BOM) of the Group reports and proposes to the General Meeting of Shareholders (GMS) for approval of the adjustment of targets of 2022 production and business plan, specifically as follows:
I. Business environment
The world petroleum market fluctuates very abnormally due to the impact of global issues such as political conflicts between countries, especially since the armed conflict between Russia and Ukraine occurred (beginning of the conflict between the two countries). from February 2022), causing a crisis in petroleum supply worldwide (scarce and unstable supply); Meanwhile, Vietnam still has to import 20-30% of finished petroleum products to serve domestic consumption and import oil materials. crude oil to serve the production of finished petroleum products of 2 oil refineries Binh Son and Nghi Son. Therefore, problems in the world market have directly affected the volatility of the domestic petroleum market.
The world petrol price fluctuates complicatedly and abnormally (the average world price of petroleum products in the first 10 months of 2022 has increased by 57-85% compared to the same period in 2021. However, from the end of June to the end of the month. From the beginning of October until now, the world price of petroleum products has tended to increase again due to OPEC+'s decision to reduce oil production in September 2022. , winter in Europe is approaching along with the time when the US and Western European countries apply sanctions on Russian oil effective from December 5, 2022... has made the world oil market still continue today. continued complicated and unpredictable developments; many key petroleum businesses suffered losses because they imported a relatively large volume of petroleum at high prices (in the second quarter of the year). At a loss, many businesses have narrowed their business activities, imported in moderation, cut business expenses, including a sharp cut in sales discounts/remunerations, leading to increased revenue. The petroleum retail association could not afford to maintain its business, so it cut production or interrupted sales. At the same time, due to the strong growth in social demand due to the recovery of the economy after the Covid-19 epidemic, great pressure has been placed on Petrolimex's distribution system.
The exchange rate between USD/VND has increased, the premium costs and transportation costs to bring gasoline from abroad and from domestic refineries to ports in Vietnam have actually increased very high, but these costs have not been assessed. control, adjust, reflect fully and timely when calculating the base price...making petroleum business more and more loss-making.
Storms affect the transportation of petroleum from domestic refineries and imported from abroad to the enterprise's warehouse.
II. Factors with material effects on the petroleum business results in 2022
According to Petrolimex, in the first 9 months of 2022 and especially at times of big price increases, some wholesalers/distributors/petroleum stores in society restricted or stopped selling. The cumulative demand for Petrolimex caused the Group’s consumption volume to increase sharply across all sales channels (domestic sales volume in the first 10 months of 2022 exceeded 14% compared to the plan schedule and increased 22% compared to the same period), especially the direct retail channel as well as the increasing demand for goods from retail franchisees belonging to the distribution system of Petrolimex. The sudden increase in sales volume put a great pressure on the Group’s source generation and the inventory decreased very quickly in the uptrend cycles, leading to the Group having to buy goods to promptly compensate and ensure supply for domestic demand. 
In the context of increasingly high pressure on the world oil supply and price in the last months of 2022, and very unpredictable fluctuations, along with many difficulties in operation, the Group's petroleum business performance was also significantly reduced compared to the plan approved by the General Meeting of Shareholders due to the influence of the following factors:
1. The actual cost of source generation was higher than the cost of structural source generation in the base price.
2. The cost of import source generation increased to compensate for the shortage from Nghi Son Oil Refinery.
3. Profit decreased due to delay in selling price adjustment in the context of rising oil price.
[bookmark: _Hlk116456745]4. Impact due to exchange rate adjustment.
II. Proposing a plan to adjust 2022 production and business plan
Pursuant to Clause 5, Article 11 of Circular 200/2015/TT-BTC dated 15th December 2015 providing guidelines for supervision of investment of state capital in enterprises, financial supervision, performance assessment and financial information disclosure in state-owned, state-invested enterprises: “Evaluation criteria shall be specified and assigned to enterprises before 30 April of the plan year and shall not be adjusted during the implementation period (except for major force majeure cases)”.
In 2022, under the influence of many factors related to the abnormal fluctuations of oil prices and world energy supply, the operating mechanism related to the base price composition and incidents from Nghi Son Oil Refinery has directly and materially affected production and business activities of the whole Group. Due to some impact factors such as force majeure events unpredictable at the time of formulating the Group's plan, the adjustment of the plan in 2022 is necessary and in accordance with the provisions of Circular 200. 
2. Principles for adjusting the plan in 2022
- Continue to inherit the plan targets approved by the General Meeting of Shareholders; 
- Review the proposal to adjust the plan for the targets that are materially affected by objective and force majeure causes; 
- Set goals to strive to minimize the impacts. 
3. Proposing a plan to adjust the specific plan
3.1.  The plan targets not proposed for adjustment compared to the plan targets approved by the General Meeting of Shareholders due to absence of force majeure factors: 
a. Sales volume. 
[bookmark: _Hlk118805350]b. Contribution to budget. 
c. Investment fund for development. 
d. Dividends. 
Although the pre-tax profit target is proposed to be adjusted, due to Petrolimex's surplus, the Group can afford to pay a stock dividend of 12% as approved as planned. The use of surplus source to pay dividends is not contrary to the approval in Document No. 637/UBQLV-CN dated May 16, 2022 of the Commission for the Management of State Capital at Enterprises and is consistent with the roadmap to increase charter capital under the Recapitalization Scheme Group structure.
2. The targets proposed for adjustment compared to the plan approved by the Annual General Meeting of Shareholders 08th June 2022 due to force majeure reasons:
	No
	Content
	Unit
	2022 plan approved

	2022 plan proposed for adjustment 


	
	
	
	Group
	Parent company
	Group
	Parent company

	1
	Revenue
	VND billion
	186,000
	133,000
	240,000
	180,000

	2
	Profit before tax
	VND billion
	3,060
	1,860
	300
	100


(**) The production and business adjustment targets do not include changes from impact, influence from force majeure factors. 
The Group will strive to make the best efforts in the implementation of the plan targets for the remaining years to achieve the highest results according to the orientation goals in the 5-year plan for the period of 2021-2025 (excluding factors affecting objective, force majeure such as wars, epidemics, changes in the state's macro-management policies...).
The Board of Management would like to submit to the General Meeting of Shareholders for consideration and approval the adjustment of the above production and business targets in 2022 (published on the website of Petrolimex and approved by Commission for the Management of State Capital at Enterprises in Document No. 1990/UBQLV-CN and Document No. 1991/UBQLV-CN dated December 5, 2022.
	ON BEHALF OF THE BOARD OF MANAGEMENT
CHAIRMAN


Pham Van Thanh
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